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SOCIAL SECURITY,

XONDA&Y, MAY 10p IWO
.... U.S. SENATE,

CoMMTE 'ON FrNA2OCE,

Wa8higMto D..
The committee met, pursuant to recess, at 10 a.m. in room,2221, New

Senate Offtce Building, Senator Clinton P. Anderson presiding.
Present: Senator Anderson, Douglas, Talmadge, Ribicoff, Williams,

Bennett, and Curtis.
Also present: Senator Mclellan of Arkansas.
Elizabeth-B. Springer chief clork.
Senator ANDFRSON,. Te committee will be in order,
Our first Witness this morning is C. Manton Eddy representing the

Americ n Life Convention and other organizations. Mr. Eddy.

STATEMPN 0F MANTON FDD, AMRCAN IF MENTION,
LT INSURE AsoCIATION OP AM ICA, AND LXF

INSURES CONERENCE

Mr. EDDY. Thank you, Mr. Chairman.
Mr. Chairman aNd members of the committee, I am very conscious

of the strict time limit w ch has been forced upon the committee in
these hearings. I have purposely condensed mY statement to one that
would not exceed 15 minutes, and with your permission, Mr. Chair-
man, though, Iwould like to ask the privilegeqif it appeared desirable,
to file at a later date.within" the proper time limits extended or supple-
mentary testimony.

Senator AN DmsoN. Without objection that will be done.
(The following was later receive for the record

SULMETAL STAiMzM T Ra Sfmo* 80 o Hr . 6875
On May 10j 1965, Mr. Manton Eddy presented a statement on HR. 66 on

behalf of 'the American Life Convention, the Health Insurance Associatiob of
America, ' the Life Insurance Association of America. and, the0 Life Insurers
Conference. That statement contained, on pages 6 and -'1 brief outline of the
reasons for deletion 6f section 808 from H.R. 6M7. .It, is the purpose of.this
supplemental statement to providethe -ommittee 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 disability is the oldest type of
coverage in the health insurance field. This coverage ha" been written by itisur-
ance companies for over ,70 years and, at the end of, 1968, almost 85 of g
million wage earner$ 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. There are also countless in-
formal plans which provide, for wage continuation. In 1964, over $1 billion

4,1!- ' 51



538 SOCIAL BEoUnrrf

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

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

"Section 803 would change the concept of the disability program from one
of early retirement for reasons of:permnent and total disability to that of a
temporary disability program Unde* the amehdment the Government would
invade both the temporary and the long-term nonoccupational disability insur.
ance fields. This would create broad-scale-disrUption, and either termination of
private policies or serious overlap of benefits. There is no Justification for further
Government Intrusion into the disablity f&eld'sn private insurance companies
are providing broad coverage at reasonable premiums. The net Yesult would
be further to 'hationalize insurance in an area that is being responsibly and
efficiently underwritten by insurance companiess."

It should be recognized that the section 803 change in "definition," as it is
characterized in the report of the Ways and Means Committee (p. 13), is not
the type Whicl - merely clarifies the statutory description ofr a, -continuing. con.
cept. On, the contrary, the section 803 redefinition of disability is 'actually a
major change in the concept Itself; ILe., from eaply retirement by reasoA of total'
and permanent disability to a temporAry disability Insurance Pr6krain.

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 Senate Finance
Committee provided the first opportunity for comment by the insurance .iusi-
ness upon this long stride toward the total transformation of disability insurance
from the private to the 'iublic sector. We believe it is fundamentally wrong to
change a major portion of theSocial Security Act in a substantial way on the
basis of a-hearing held on a totally unrelated proposal.

Perhaps it was this lack of opportunity for analysis and discussion which led
to the misconceptions underlying House approval of qection 803. For example:

1. The report of the Ways and Means Committee on H.R 6675 states,on page
88, that when the Congreds'added disabilit benefits to the Social Security Act In
1956, it enacted "protection against loss of earnings resulting from extended total
disability * * *." This is erroneous. Both the statute and its lekislatlVe 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." -

The health insurance business appeared before your committee In1958 When
the Congress was considering the addition of cash disability benefits to the
OASDI "system. At that time it was frequently said by the proponents of such
addition that even though theinsurance business appeared to be making rapid
strides in developing disability coverages, it did not eem that there was sufficient
long-term disablHtycoverage then available or written by insurance companies;
therefore, Government should provide this type of benefit through the, OASDX
system. Those proonents clearly disavowed any intent or need for. the Govern-
ment to provide short-termdisability, benefits and contended that the Government
should not go beyond establishing a disability program based on the concept of
early retirement for reasons of perManet and total disability., The currently
proposed section 803 Is totally Inconsistent with these basic principles thus
enunciated..in 195 - Furthermore, long term disability benefit policies are now
widely available in a-variety of plans designed to accommodate the public needs,

This entry,0f the.- Government into the temporary disability field !would be
critical for the insurance companies, both with respect to future business and-with,
respect to existing business. The enactment of section 808 would seriously impair
the; issuance of such temporary, disability coverage by private insurance com-
panies and would make the Government the-exclusive insurer forthis type of
risk. As for existing'coverages,- at least for those written on a.noncancelable
basis and those whose nonrenewal is limited by, statute or company policy, the
combination of sections 803 and the benefits of the private policies would result
in innumerable:maximum claims,, on both the Government and private insurance
companies. Such combination would sharply increase the scope of overinsurance
and its serious consequonces.:,,-~, ~ -

It is occasionally- heard. 1that insurance companies should welcome the addi-
tion of shortierm disability, benefits to the OASDI system in that the companies
corldsupplement or build upoli the basic compulsory benefits. We submit that
this Is not true The companies would have practically no margin under the
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proposed amendments in Which tO6supplement the governmental disability bene-
fits. Based on the benefit schedule when the" $6,600 wage base becomes effective
in 1971, in the opinifil of leading 'underwriters only those persons earning $8000
or more per year, could be insured if the governmental benefits and' private
benefits are 'not to result in oVerinsurance. ,This margin for the companies is
practically, nonexistent when the average annual income i's on5idered.-"

The 'proposed 'amendments would- therefore ' duplicate thbe coverages now
written' by ingiiranlce'eom; panies, would" result' in' overinsurance enabling 'p-er'
sons to receive moi16ncome while disabled than when 'giifully employed,-and
would preempt the' temporary disability insurance business to the excbkelon bf
private domipats. "~

2. The port 'of 'the Ways and Means Committee'& state further, on page,
88, that '"YoUr commIttee believe that" the elimihation of t0e requirement of
Indefinite duration from the definition of disability' would help to meet the! need
for insane protection of that substantially large gitu of disabled Wokkers
who, though totally disabled for an extended period, can be expected to eventually
recover.t:- This-also %is 'erroneOus. The" "ned for Insurance protection" hs
been and Is being met-by InsUrane companies making available a wide Yarlety'bf
such p0ictes on both a group and individual basis; and for both long-term' aid
short-term-benefits. It should be 8specifically noted that this pr6gtimn is ot
designed for our aged population which, ithas been alleged;cannot affordpri.-
vate health insurance coverage aid, therefore, need assistance tii fulfilling their
medical care needs.' This program deals with workers under age -66 and, so
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 evidence on this
point appears to bedlrectly contrary. In short, section 803 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 social security, disability program into line with the prevail-
ing practice in private disability insurance." It A precisely for this 'reason
that we contend that section 808 w0uld put the Government into the temporary
disability insurance business. -"Our national policy'is not one of favoring Gov-
ernment programs which duplicate private programs. Rather, it is one of GOv-'
ernment, entry only into those areas where' private enterprise cannot meet, a
public need. "I I - . .

4. The report further asserts, on page 89, that l'T he elimination of the indefinite
duration requirement would also clarify for beneflciries their rights under the'
disability program and'at the same time simplify administration and help to
speed up the payment of the first benefitcheck to disabled workers imi those cases
where a medical determination about the duration 'of disability Is difficult 'to
make," This, W6 believe underscores a weakness, rather than a strength, in the
proposed new program.

Having been in the business of writing disability coverage for over 76Years,
we have learned that the status of'the economy has a direct bearing onthe num-
ber of persons claiming disability. We have found that's sou# with physical
Impairments who become-uniemployed find it istfqtheir economic advantage to
claim" a disability When cash benefits are available rather that 'unemplyonent
compensation.' This distorts not only thetincidene of disabilities, but also ter
duration.

The longer the term of benefit, the gTeater the'over suance 'poblem. , Sw'
tlon 803 would create lifetime benefits, and the history-of insurance shws'sUCh
benefits, lead to fiscal disaster.'" Disability-inkiirane is' written Under a 'prehh
rule that to the greatest: extent' possible the eond6tnlc Incetive to remain de.
abled rather than toreturn toaetve employment slh_,ild be aVtWId'od.ris ib'do"2
through estbl-shlngratheir strict undorwrtltn rules and tim'tested met&iKdU of
claim, adininistratloti'' '' '-

Undeo' a total -governmental program, eti.li adbenstra~Ioni Vould heie-'
tremely -difficult due'to, thb hlghly'personal nature'bf claimss admintti6n-"f o'
disability The Gt.veibmnt progrfi vould. otlhare the beNefit of the -6und
under ting Ira ce developed b. the ° lnMrah6 bWMnes '  vhIch take Into'06n
sideratlon al1 types of individuals and tlAeIr crcumstances. Pressures Wou.ld -

moste..rti .nly, develop t ,a point Wher tM 6.0jit d1 ,, . . gi.am. c.ld easily
beom#'welfAre plaaiad inargfnal .1wnp Dofet Iotof *Ohld be-eiconraged
to "tire -fr~w'the- laboi~ aket,,d idreee# fts oeafitt-nstea4 6t etn
to the" lAbor-ff force Ti'ttu~nctldbva1t
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The second reason for deletion of section 803 was described as follows In Mr.
Eddy's statement:

"Section 808 would make benefit payments retroactive 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, as 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 social security disability bene-
fits begin at the end of the sixth month of continuous disability. Under the
waiting period requirement In the present law, more than 7 months must pass
after the onsent of disability before the disabled worker can receive 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:
i. It does not recognize 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 803 is alleged to arise from the 7- or
8-month period which results from the present 8-month waiting period. But the
remedy for this lies not in the use of retroactive benefit payments, but in amend-
ments of the Social 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 808 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 disability benefits, a com-
bination which would often provide more in tax-free income than the Individual'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 (1940), page 80.

The enactment of section 308 would violate the above criteria., It would re-
move the economic Incentive for an Injured worker to rehabilitate himself, It
would add unnecessary costs to social security for Job-connected Injury anfl
disease, and it would hamper efforts by 'the several States to Improve their
respective workmen's compensation programs.

As previously noted, it has been repeatedly demonstrated that disability 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'wlth tax-free benefts--tue Incentive for returning to
work Is lost Likewise, the incentive for a disabled person to become rehabili-
tated Is a great deal less In many cases. The economic Incentive to return to
work or to seek rehabillation, If necessary, depends upon the margin between
earnings (after deducting income taxes, union dues, and other expenses of em-
ployment) over the' tax-free and expense-free amount of disability benefits
available. . I

It is also to be remembered that the persons with whom we are dealing In
this area ae not the aged, hbut persons of all ages under 66. These are the
persons upon whom we depend for our productive capacity as a nation. Thus
It is not only the Welfare of Individuals with which we are concerned, but also
the welfare of the Nation. we believe that both are best served when disabled
individuals are returned to a productive 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.L
60765) 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 8W3 from the present bill. The study should
be made first. Thereafter It can be determined what, If anything, should be
done leglslatvely. o , . ,

For these reasons, we urge deletion pt section 303 from H.R. 675.
Mr. EDDY. 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.
I appear today on behalf of the American Life Convention, the Health
Insurance Association of America, the Life Insurane Asociation of
America, and the Life Insurers Conference. The 500 insurance com-
panies in these organizations write over 90 percent of the health insur-
ance issued by insurance companies in the United States..

As you know, health insurance is made 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 is needed. Such care should
be available irrespective of the financial resources of the individual.
Both private enterprise and Government assistance "re 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
pay their own health costs.

Over the years we have stated to committees of the Congress our
opposition to the concepts embodied in part A of H.R. 667. 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 help.

Lait 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-
gram for the aged to be financed under social security. The President
stated:

Like our existing social security cash retirement benefits, this bospitalrinsur -

ance plan will le a basic protection plan. It should cover the heaviest cost ele-
ments In serious illnesses. In addition, we should encourage private insurance
to provide supplementary protection.

This committee now has beforeit a House-passed bilgoing far be-
yond such basic protection. We welcome this oportuty to appear,
before this committee and to present for the first time to the Congress
our views with respect to this bills

H.R, 66ThAs an unusually complex bill.which combines major meas-
ures of widely differiAg 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 bl.
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With specific regard to part B, supplementary health insurance
benefAts for the age, there are several reasons why we believe part B
is anqbjectionable and unwiseproposa1.

(1, In: effect , it would require acceptance of a single supplementary
plan instead of pernitring a desirable flexibility and- freedom of choice
to peop16 overage 65. ti6slect from themnwny different kinds of plans
insurng against medical carecosts

2 It 4wold pxepe rpt so Much of the field of insutifnce for persons
over 65that it is highly unlikely' that any additional insurance In-
cluding insurance against catastrophic, -high-cost illnesses, could be
providedby insurance companies. The result is that persons over
age 65 wou d have substantial expenses that they would ave to bear
directly and there wbuld be pressures to enlarge the scope of the Gov-
ernment program with coisequent higher costs and higher taxes.

"8. Many persons over age 65 no; have insurance that provides
greater benefits than would-be provided under part B. In some cases
employers are payg all or part of the premiums. If part B becomes
effective, it would b5e 'neessary to modify such insurance to-.avoid
duplication of benefits. The'result in many cases would be the discon-
tinuance of this insurance.

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

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 likely that those who need it, least could most
easily acquire it and benefit from the Govenunent subsidy. Those
who could least afford the additional contribution requirement would
have the greatest difficulty in participating even though they would
be the ones most in-need of help. Ingead of encouraging private ini-
tiative and -effort, it would inject the Government int 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 general revenues involved in the Government-provided benefits.

6. a A of HR. 6675 is ' modification of the King-Aderson bill,
proposal which has bee subjected to intensive analysis and debate
over a period'of timh. But part B has not been the subject of public
hearing in the House of Representatives, and it has not until now had
the beiiefit of, public analysis and criticism.

Heretofore the OASDI program has dealt primarily with cash
benefits. The provisions of the present bill relating 1 medical bene-
fits are much more far reaching. Not only do they 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 because controls over medical prac-
tice could' develop tnder a plin' whereby GOveriment undertakes "to
pay for medical services. The steps proposed, once taken, can never be
rtraced.

Prt BRca1lls for much more study'and hence shoulder deleted from
the present bill.
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With-regard to section 820, taxable wage base increase, under H.R.
6675 the taxable wage base would be raised from $4,800 to $5,600 on
January 1,1966, andwould then increase to $6,600 on January 1, 1971,
We oppose the projected 1971 increase to $6,600. It is our poition
that tie wage bse 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 responsibility 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
principle because it is only an estimate of a future average. There is
no way to be certain that $6,600 will be the average annual wage in1971.

The economic and other factors aretoo 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 i sound policy and
it should not beabandone&

MO1X' 803: DISAMILITY iN5URA)8rV "3ZNEF

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

1. Section 303 would change the concept of the disability 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 nonocc national disability insurance fields. This would create
broad-scale disruption, and either termination of private policies or
serious overlap of benefits. There is no justification for fui-ther 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.

2. -Section 802 would make benefit payments retroactive for the
sixth month of disability, This would cause an overlap of benefit
periods between social 'sec urity disability benefits and te;Mporary dis-
ability benefits written by private' insurance companies, as well as
State cashsicknessprograms.

8. Section 803 would create a duplication payments tifider State
wqrkmen's compensation laws.in all Osseo of tot disability, tempo-
rary as well as permanent, lasting 6 -months or-more. It would thusr t in many individuals equal ifym for both State statuoy benefits

an _ 1Y•. . ,e ,S , De a-, ' CO , 0 ' 'W '' "

and social security disabilty t a. combination: whch would
often provide more in tax-free income than the individual's take'home
psv while working. The resulting adverse effect upon-fforts to reha-
bilitate such person, in our'o would be contrary to the best
interestsof bothothei bi and 1heindividual,

For these reasons, we urge the deletion of section 803.
Regarding amendments to the Internal Revenue Code, there is

attached t9 my statement for the committee' 6i deItion'our recom-
mendations oicerning. section 106(a) and section 106(o) of H.R.
6675. Important as we regard such recommendations, limits of time
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prevent my reading them at this time, but they are a part of our
statement.

Mr. Chairman, in conclusion, I sincerely want to thank the commit.
tee, both personally and on behalf of the organizations I am repre.
senting, for this opportunity to offer our views concerning this most
important piece of legislation, H.R. 6675.

(The a chment referred to follows:)

AME1NDMIzzT To THE INTWAL RiVNUE CoDt

SECTION 106 (a) O H.E 665--SPEOIAL DE9DUCTION FOi ONE-HALF Or PREMIUMS FOR
IODICAL CARE INSUSANCZ

Section 106(a) of HA 6675 provides that section 218(a) of the Internal Reve-
nue Code of 1954 shall be amended so as to provide the following deduction:

"(2) an amount (not in excess of $250) equal to one-half of the expenses paid
during the taxable year for insurance which constitutes medical care for the
taxpayer, his spouse, and dependents."
This special deduction is available to all taxpayers who item~se their deduction&
In addition, it Is not subject to the 8-percent limitation on the deduction of other
medical care expenses.

The report of the Committee on Ways and Means states 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 believe 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 recognizing the need for providing a deduction 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
sufficient 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 is provided under the tax laws for such items as
interest payments, taxes, and charitable contributions. Medical insurance pay-
ments are certainly as necessary and Important as these Items.

In brief, We can find to 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
and the overall limitation of $250. This provision should be amended to read as
follows:.

"(2) an amount fao4 Is eneess of 069) equal to eae4 he of the expenses paid
during the taxable year for insurance which constitutes medical care for the tax-
payer, his spouse, and dependents"

sze"ON 106(c) Or 1.1L 66?5-IMSUANC2 OOU TkOTS UNDCR WHICH AMOUNT ADZ
PAYABLS 1OB OTHER THAN MEDICAL CAIM

Section 106(c) of HA 6675 provides that ction 218(e) of the Internal Reve-
nue Code of 1954 shall be amended to read, In part, ab follows: ' '

"(2) In the case of an Insurance contract under which amounts are payable
for other than medical care referred to In subparagraph (A) and (B) of para-
graph(1-

.(A) no amount shall be treated as paid for Insurance to.which paragraph
(1) (0) applies unless the charge for such insurance is separately stated in
the contract,

"(B), the amount taken Into account as the amount paid for such insurance
shall not exceed such charge, and

"(0) hio amount shall be treated as paid for guch'Insurance If the amount
specified In the contract as the charge fotisch Insurance is unreasonably
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 paid on multipurpose health and accident policies to the
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actual cost of providing luau rnce protAction against medical care expenses (as
defined in new section 218(3) (1)).

A problem arises with respect to the requirement that the charge for medical
care insurance must be "separately stated in the contracL" There are many
hundreds of thousands of existing contracts which do not contain a separate
charge for medical 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 policies. This type of amendment will usually require a
change in the policy form which, inturn, 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.

The obvious purpose of the requirement that the medical care expense charge
be stated in the contract to to furnish the policyholder with the information as
to the amount of his deductible item. This same information could be provided
just as well in a statement furnished the policyholder 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.

Accordingly, it is requested that section 218(e) (t) be amezided to PrOViAe
an alternative method ot furnishing the medical care expense charge to the pol-
leyholder. This might be accomplished by amending section 218(e) (2) In the
following manner:

"(2) In the case of an insurance contract under which amounts are payable
for other than medical care referred to in Subparagraphs (A) and (U) of para.
graph ()-

"(A)' no amount shall e treated as paid t6o insurance to which paragraph
(1) (0) applies unless the charge for such Insuranced Is either separately
stated in the contract, or furno hed to the poloftholder by the Owmura corm-
pa#ty i a separate atatemenit,

"(B) the amount taken into account as the amount paid for such insur-
ance shall h(t eWceed 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 polioyholder by the intvraao
ompony in a separate statement) as the charge for such insurance is un-
reasonably large in relation to the total charges under the contract." Italic
supplied.

B K ON 106(c) OF 11.L 6T--DNIAL 0r DZDUOTtON FR oss o INOOUZ
INSURANCE

HR. 6675 shOuld be amended to allow a deduction for the cost of insurance al.
locable to indemnity -for loss of income. The social 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
disability, but enable the insured to meet those extraordinary expenses of Illness
which are not precisely eharacterised as medical expenses. Family providers
should be encouragedto obtain thls type of insurance.

Senator A~Rn sow. Thank you, Mr, Fddy. This is a very inter-
1aing paper. Youi have done it in a good, short fashion which wealapprecmate. ,._". " , - : .

Under section 803, you speak of this changes undesirable, and It
may be. Buk th 'resent provision says "han event which can be ex-
pected to resulting death." Isn't that.a strictburden to put on a doctor
to say that it is to result in death I

Mr. EDDY. I thought Mr. Chairman, itwas lo0ngand unpredictable.
Senator ANDERSON. I was coming t tth t i termsof which can be

expected to result in death or to o f: long, continued, indefinite
dration. 7

Would it help any-I am not trying to suggest this as sour Jan-
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-
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age wage had been, to keep from having the double benefits which you
are mentioning, and others have talkedabout? '
SMi' EDDY'. 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 tlhe Govern-
ment intrude further into oul 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
0f the 0ld-age benefits program an' extension of a provision for those
ivh0 were faced with one might say, early retirement because of a
future continuing disability .Originally, there was even the age of 50
as a limitation placed upon it.

We do feel that we in insurance have made available to the public
a'fine product at fair prices and,that we are able to supply to public
needs.

I am conscious of the fact that there are many cases where individ-
uals do nQt qUalify uider the definitioW of permanent: disability that
result in strong letters of prbtest'to Members of Congress.

But I would- also submit t 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 poSfible to write a disability program that will not result
in complaints. Perhaps, in shortening the term you might be en-
couragng, not intentionally encouraging, but end in finding that there
wouldbe more complaints than Congress is receiving now.

Senator ANDP mRSN. On your part B comments, you mention the' fact
that this puts the Government into the' insurance business. I do not
know how many people would take the plan, but apparently the House
felt that a great many would. I do not know how many workers
would, but supposing 60 million' workers would take the plan, which
is certainly a large number. At $72 a year, that would be a premium
income, as I: figure, of $8,600 million a year. How many existing
American insurance companies have that much premiumincomeI

Mr. Eirny. Trusting my memory, I would'doubt that any have. But
you rather frighten me, Senator Anderson. You have projected.50
million People. Either you are far in th future or you are droptI~ng
the"a, limit of 65, because I think we have only,; as I understand it,
19 million eligible who are row 65 or' over.

Senator Aimrksok. I realize that, but tak"e 20 million, that'is $1
billion a year income. There are very' few coinpaies which have
that large an income; isn't that right I

Mr. EDb. 'Very few companies have tht; very few -companies
have that muoh mcome.

Senator ANDmwor. I thibk probably the Metropolitan and maybe
the Prudential,

SMr. EDDY. My' ww company has approximately, in all forn ol
personainsurance, life and'ipension as wel! as health we have aproxi_-
mately half a-billion and I belive 'ol the;basis o o p4reniuni income
we are considered to ie in the first 10 in size We do not consider our-
selves a large company, but we ar6 in'that first 10.

Senator Aimnasom. Well, I am only rying to get you to say whether
or'not'you'feel it is a pretty substantial insurance undertakfig for the
Government to be in.

KA6
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Mr. EDDY. Senator, I heartily wgree with you, it is a serious and
tremendous undertaking.

Senator ANDERSOw. 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 testony fy some, what I would regard as, very expert insur-
ane 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 enough time in the bill for that sort
of plan, or would you extend the period of it I

Mr. EDDY. I would certainly extend the period for hearings. I
would trust that -we ar speaking of not enacting the legislation with
a delayed effect. We are discussing a postponement of the legisla-
tion so that all the factors can be considered in these hearing.

Senator Aomtesozi. The other day we had testimony by BlueShield
and Blue Cross, and the impression was left withme--I %to not know
about any otherm-that they might be a logical person to handle or
insure this, and I thought at the time that it was a pretty fair-sized
hunk of premium income to just hand a company without preliminary
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 tho ordinary sense
or whether it was just to be done by Blue Shield, something of that
nature.

As an insurance man, would you recommend a very searching in.
qury into a question as to who would carry that load I

Mr. EDDY. I certainly would.Senator Aw~-~in. it strikes me that would be the thing to do.
It looks like an awfully larg 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 lawrg program. Your company started with a small premium
income* did it not .

Mr. ENDY. It certainly did. We are celebrating our 10th birthday
this year. The premium we started With' was hard' to find in 186g.
But I will say, Sentor ,when I joined the staff-if wasn't called staff
in those days--when I became the -soalled office boy- in 1922; our
total6&Cuc.ula0t amsts were $42 million, 4id we" Were Iu;te j' d
of that at that time. But our premium income waS only as few million
dollars. And that was after--

Senator Axmsox. $2 million?
Mr. EDDt.- A f~w thillion'. ,~ memoty isit ~At'good, -buit Ifkn"w

it was not- too much, ahd that was 'fter ears.of existenoever. 5O
Senator ADMON. Senator Bennett. " of e 1stence.
Senator Bxxmv. I have no question, I want toljoin thechair-

man in thanking Mr. Eddy for bringing usthis very wellteasoned
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
presentatoiiather tian an emotional one.'

Mr. EbDY.' Thankyou..
Senator A+ka~mr Senator (urtis.
Senator O rs, Mr. Eddy, whilpart A putste Ooverrient into

the insurance business, it is an extension ofthe OASDI into a tnore
or less'new field, is tht right I
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Mr. EDDY. Yes, sir.
Senator CuRTI. Part B clearly starts a new Government insurance

program, does it not I
Mr. . Yes, sir.
Senator Curn. And according to the way you read the bill, who

will run this insurance I
Mr. EDDY. WeU, I really do not know, sir. There might be some

speculation, but I would think in the last analysis it is going to be

Senator Curms. I 'would think so, plus the Congre. It will be a
political insurance company and we start right-out With the Federal
Government paying half oi the premium or everybody, for every
enrollee regardless of his financial circumstances, isn't that correct I

Mr.EDDY. Yes sir.
Senator CuNr. I do not want to take too much time on that, but it

will have a considerable impact upon private insurance relating to
peopleover65, will itnot?

MrEDY. Might even call it a devastating impact.
Senator Gums. Yes.
Mr. EDDY. It practically moves us out of the over-65 market with

respect to any of our private insurance companies.Senator Cunrs. We have heard a great deal of talk in this country
about the Government competition with private enterprise. Well
here, with one stroke, the vast Government insurance ventures under-
taken at a premium rate that is probably drawn out of the air, I
don't know where they got it, and the Government is going to sub-
sidize half of everybody'spremium.

Mr. EDDY. Yes, sir.
Senator CuRrs. 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 opportuni-
ties to buy are going to be very much reduced, is that right?

Mr. EDDY. Very much reduced. After all, sir, if one can buy a prod-
uct at 50 cents on the dollar, he usually doe.

Senator Curr. Well now, without asking you for too much detail,
just what, progress has been made by private insurance companies in
improving hospital and medical insurance for people over 65?: What
progress as been made in the last 2 years?

Mr. EDDY. If I ma refer to a note I have--,
Senator Curm. Surely. it f , isrn w
Mr. EDDI. Actually, sir, it is testimony frm an instance witness

lastiAugust before 'is committee. My I -read it because it says
better thaniculdadhbii:

We have estimated that 60 percent of the nonlnstitutlonalied aged poplatlon
were covered by some form of voluntary health lnsuranceat the end of 1962.

Then another sentence:
These studies when related to eariier studies, reveal that the -numier of

people aged 65 and over with health insurance protection has abouttlplsd 4ur-
ing the decade 1952 to 1962.

That, sir, is the number of people if we speak of a prion of the
aged population.

he proportion of the older population covered haso*oubled during the same
period.
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Senator Cuwrs. Has that been because of added efforts on the part
of the insurance companies to meet this need that has come to the fore-
frontl

Mr. EDDY. Very definitely so. The insurance business has felt a
challenge and a responsibility. It is a 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 topay. We must say with the ability to pay.
There is no possibility for private insurance to provide benefitsto
people without the ability to pay because we would have to draw on
resources of others, and that is not possible within our business.

Senator CuRTIS. And in line with that4 it is also impossible for either
the Government or the private insurance industry to determine what
the costs of medical care are going to be; isn't that right ?

Mr. EDDY. 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 imm ediate future provide
for a 5-percent per year increase. Chairman Mills,,of the Ways and
Means Committee, I think, was very careful in putting in 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.

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 to be determined that a higher dollar figure will
havetobe used.

Senator Cums. In reference to hospital cost, 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 a day, in that area. .

But what I am .trying to point out is: that is a different problem
thanwho provides theprotection for it, isn't it?.

Mr. EDDY. Yes, sir.
Senator Cu s. Now this bill Would idldicate; 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 true of part B -is it not,

Senator C-Uns. Has private insurance had ' anyexperience in that?
Mr. EnUY. One:ofour companies, the Aetna 'Life, is the- lead com-

pany f~r insuringthe indemnity program under thel!edefil employees
health benefits and has, I think, perhaps a quarter of that coverage.
That is on an inauranct risk-sharing basis ;o..

Senator Ovms Yes.
Mr. Ewy.,ut, on the basis of being.an adminstrative operation,

not sharing risk, but merely Ibere a Piline through'which the Gov'
emnment money flows out o the benef ciariesi the military medicare
program is a case inpoint. , -

Senator Cumlns. ,You' are speaking now of the families 6f servie,
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Mr. Emy. Yes; families, dependents, of servicemen, and that 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.

Senator Cumrs. How long has that gone on ? It has been several
year, hasn't it?

Mr. E It has been several years. I think it is longer than 5!
years.

Senator Cmmr. In general, what are they called on to do ? They
just administer benefits. They do not collect any premiums.

Mr. EDDY. They do not collect premiums. They administer benefits,
and it is a very close parallel to what presumably an insurance com-
pany or a carrier would be expected to do under part B.

Senator Cums. They administer benefits and process claims.
Mr. EDDY. That is right, sir.
Senator Cumm. An then pay benefits.
Mr. EDDy. That is right, sir.
Senator Cmwr. Andthen are reimbursed.
Mr. EDDY. They are reimbursed by the Department of Defense.
Senator Cuwrs. What has been the experience of private insurance

in this field of servicemen's families ?
Mr. EDDY. I think-
Senator Curm. From the standpoint of cots to the system and

efficiency, and so on, and how does it compare with the Blue Cross, Blue
Shield part of the operation ?

Mr. EwY. Well, perhaps I could best answer your question by say-
ing that the 1964 report of the dependents' medical care program
showed that the administrative costs per claim of the two hospital
contractors were $2.81 by the Blue Cioss Association, and $1.2 by
Mutual of Omaha.

Senator Crrs. Did they both have a sufficient portion of it that it
would be a fair comparison?
." Mr. EDDY.: Well, as I recall, the Mutual of Omaha's share is about,
is onil, 13 States, perhaps a third of the total, so I would answer,
"Yes, -to yourquestion.
. Senator CuiRr-s. As an insurance man do you-have any reason as to

why one costs less than the other ?
Mr. EDDY. Well, I have always felt, sir, that the profitmaking sys-

tem las a Igreater challenge to perform than the nonprofit system.,
Senator Cur s. Will you give those figures again, a dollar what ?
Mr. Etny. $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 dependents' medical care program. .

'Senator Cumrris, And while there is an assi*ment which isl.imited
geogr aphically,: sofar as y ou know, they were both administering the
same bnefitprogmm?..

Mr. EDDY. It is identical, the benefits are identical. It is just a
different geographical area.

Senator Ys. Ye. -Has service'outside of the continental United
States bben a -factor; in making a' difference in the costs? I

Mr. EDDY. I am not aware that, sir.'
Senator Cums. Well, one other question. I am intereseted in your

comments on the amendnients'tO the-nternal 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 structure?
.Mr. EDDY. 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 the are sepa-
rately stated in the insurance contract. Because of our diffioulty in
amending contracts and the requirement of going through State super-
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 might call a separate statement of fact rather than in
the contract itself.

Another one, which I say may be philosophical) is that it is proposed
that there be a special deduction forone-haif of premiums for medical
care insurance. We feel thatthe principle is right or wrong--and we
feel it is right, and we say it shoulder all.

The last is a recommendation that the tax deduction for premiums,
medical premiums, be extended to cover those for loss of inomebecause
so frequently the insurance premiums paid for loss of income are
really important during a period of illness, andwhile they do not go
directly toward the payment of a hospital or a medical bill, they
could well be a major part in supplying the reimbursement of such
expenses

Senator CurTs. There was a witness here the otherday-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 a time-for more than one-half of the workers--when substantial
benefit increases were being voted. Your comment does not go into
that problem..

Mr. EDDY. No, it does not go into that. Again, my comm nts,o 0 ut
comment,,ismore a philophical 6ne., We do not say tlatthe wage
base should not increaft. It his increased 4in the past. W6 have not,
:1 thin -k as a matter of principle, opposed it'mi pointt of time.
* We do tliink it is wrong in:principle for the Congreps to legislate
in advance of what a future wage bse will be.
-Snator Cu s. That is all the tim6I will take, Mr, ChaxirAA.,
Senator ANDERSoN. "Youmade some irmarks about heIth insurance

for the aged people. We have some figures, and I wish-you would
check them with your group, and if you fmn4omething differ iit, we
would like to have it. Ours show over 8 million aged6have no health
insurance at all, about half the aged with commercial insurace Poli.
ties covering hospital: care; hae 'policies providing lessatan $10
day for room, co~s and very t tl0 coverage for other pul)* eonly
about 1 in 20 have health insurance protection that covers about 40
percent of medical costs in their llfetie.

I r ani, not is interested'as the'Senator from Nebraska abouL this
question of, the invasion by ,the Govornmint in.tA this'. ew insUrance
company. I *ill worry; abut that *hen the time omes, but' I &am
worried about its ctiarial&o6undness, and one of th, things'I missed
in the testimony of the Departmient of Health, Eduction iand We!-
fare was some reason to show why thbid was the$6 a" month premium.
Do you have any informiti6n6di 'that on the basis of "what the haz-
ards ore which ae'overedI If sop I wld like to Mve you surit

551



552 '800iAL: S:WUfl~

P4he blee so] doillott4hink there-is any testimony before u_ *whsho*s th reasonableness *or unreitonablenes of $3 a mnfth. ?fr-6mthe. Arson,d$8;&- month ,,from the Governmenv' ad' a cont~lbition
IfYou hpf4 million people woho--wete -policyholders or -oliy 1pur-ehaers~ rth , ought to know oetingaot the, R4,ic oftl~ chrgeor 4l njusticb of thb-charge Wegot nodsbltms~rnceand. we were, Pating along fib wit the'diabijtV"aftr50, And then somebody, came; along andsaidtwietal ~bbeauswewrnt mvb ny'lis n nte fund went'into thered which,- I think, is very ba o ny, insurance6'omoi, and I

ho~yeuillgteew~hja, i di
ZYS~~~~d It-W anl bs~tidsastIrou&,- ~~~'8enao~A~~ ~i~ thikltr can, be'I hht, acquired thatsituation' as yet, but part of 'this.,indrease.in the wage, bhie; -1 think,

IS ~rt0~ p~I~il ioveag~~ sme f, these! chargers --OTFWhatj) woud prdiate frmw yotv or, any other insurqmiceifirmis ast'udy, of bt_ 'this '$8 p month miBea ii ajamnstmiliont policy-.11olderb, anid thehaads, that'are" co1voied iby t As yout anzd- Ikfiowthee ~ te ~nptatio every 2-years ocagthscilurt
)aw ,"iltj.QOjt7?AU& SOu'~eqie mght say, wI, 4oesn?t the ~whol62$6come frmthe: Federal Giovernment instead of 'the $3; if it* -is insffl.

IwOld U6k to. know, the s ou cdness of theprogrem I-'personally.o qotthink we hav ] vy.much; data. as, hofitwudbeam-
4e39~, ecu~SentorOtr-g ot *,the, sae 0 mpression I1. id id-.thisgW9 tbo tumzed.07,0r.to Blue -(Cross oyr Blue BhMW. 6r~soih.otherorganize ion, and that might not We the best place obii Oalnot

* a.,~Dp 8nato, - vpld~iko,wtiain hat I kn w ~!oanweYO ,tyu a iwd suchv Wkh. ifd .r g fUeotioftk.Wbuld Ino eMO errmtte4to,wpcufiroi4 tQrp~t-what you have just sdid, &nd~ntfi~wtj hi omittee, the evidence we ht~vb andtho Studies
wft-,a rvideog d" IS ~he quesion, not;fo

thismo ing but Iyo - oI do It soxnetimelater..-,-..
.Se ~ 3o0ANAIepo B 14~ ontjnQ wasm ..kng bill called

1~re. ifemn~an~.cop~n,,and theytOok- some timne M41mace~ td ~~I ~ ~ get, many things to~e h k diiot90o".m'~ ~al an~ tose things" ore chne nsbeuent* *0
VOW, We "it might' be poep' to hd~nehn nteTousoJlusjt po jbty thatiltwrig ucwQIgtoa 4 lat

e ~iwitation to. ' th~ -1 puAmqe goup ,r fi rmn ci ufti M

Prewpx fla ado. ao in..~s tipd wIley ~ipgh~ .E0. rnc oW ~.:4innton rfreton aolo'"s:)f
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Senator-HA Yv P. ByxD,
OkairmasN, Senate Fhsanoe Commftee,,
New Seisati OXMo BoUdftg, '~I a

Dul EWbO Bf: Dui~iAj my appi~rant-6 bdf~f the Senate ]inance6 (jommit-
tee1 onl May 10r,1JIM, Senator Andersonw asked me to provide, ixnform~AtioiI as tothe

cated-,%Vthe t1M#e "etimateeofrios~ts undekasuch ptgriO1s 92 111"' vreid*

un n4We Abe
'My ~ ~ ~ ~ ~ ~ * donense -leteus~wt ~jic to Mdh oic b~lne

fr11oh 6 by the Sodal66 SeuijtyAdfiA taton It wa, bedoi
Spl~ftAof febldMt Ofiew 1 survie ofia amlof th poplaio ove ag an
rers~ ta th~raes of U th in f18.Wieterslso uhsresc

swrveyfic conducted O&y ancthergy o f 6. Theebment Natona ~ne drHSTtistist oasfotd .11 'iapl asmh's 1'peit a I- fi" tin of
out o ever fi-e,,ov eron d n4110 remebe with no tatunati& andrene -

frospta 9Msbe it bA Ukl'the old ecurityAtiliatii. un as reipe
uto "reo ig4~iioitnrsurvey o41a ealt l t~hepolatisn oelage b pand
tltain -'zitiat her is., oli r ieroft; *h a~ t ucalb o

n~fea'zitAmoi'te aed ay'e osered romtlereu ofil ai soiehid skIein 192 icuded-b arnt to agecyk -of~ 1 th~ "a Ntitona.e4~ t ('6 H
Sltl quartersof an,,tidxl)iwe as tbuh its 1tl~t6uzd of11
lion alzow epcl des bth , llage eeweini I-ag -4s1 0" "'3.'a
sucho areo elgiv~e for meradi cr, nd ereb cith vedrametst iirekn) 'swel
haal nkows~;. It.t4liethat.th m*r eliibl fhoAmr tMce -lld this MM

flal..~e b t y We InealthoA*S Isri~ s,~lto of Anei
elt J oeiAteft16sk'44)dAMfit) ira m~oli~icarindicate that 10 millio6personsover age85 werecovered t? iOmr otiA l6

hehIn uacea h end6 of k 1963 (81 prt-oft the onanl~itS4LqAk z
owe. Iasmurh of, a-1itfiber"oA were #Pouti thnmiion, nsininlzdae
aio Atl'Ii 1 .an des titna2ed ifld-ae~ a~ssth"" a'd*

idledts tha~the 2 mill prons over wegl aer" d 1)946t
g on 17. -milon

*,4. *4
* **' 4
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Documentation for the comment that the aged have "very little coverage forother pps could'.not be' fund by the insurance assoclations. The state-ment Isnot agreement with data developed by the Health Insurance Associa-tion of America. Such data indicate that at least 18 million aged persons hadmajor medical expense. coverage at the end of 1963. T heassociation also foundat that tme that 82 percent of the aged covered for hospital expense had cOv-erage for surgical,ex psesand that-.42.prcent ha overae for regular medi-
Cal erpenues1V~ ar. m.f~niar *Ith tIe bas so the statement that "only about, 1.n 20have: h,t n-suranceprotetio0n tha,.ver about 40 perct of medical'costsIn'thetr Uftime, Altlv4%. we c",z nk~ ,po com~mezA~ onthis staten~te IIs of Intrestto n tht te-UqS. 'natIunal healt survey has Indicated that
82'peivent . of agr'ea dascha urged from hospitals during 1968-60 had

, more I half 6t hospital b 1 pld.b their Uourance and that 5 peret
the-uatr or P2ore o6 the bI lPVere.

* My. agenetress our appr~ation, of the, opportunity. to appear =efretheme" i *ecan b Of additional.: as#stance In these mat-ters,2pleas let u61 know. 'I ej.

SaircapUely~ oy te Un~ha eeio n~nbyedrn

~, ~ ~. M*TON WDY

AMrAXUL UnTM*T=5O g'iH5 JITZAL A"D LOe-RANGI lo& Wr OsBmrxvs luNDF~aT~ O' It. 875, 8u ~ ;UxTAm HB J[NBUWICKm Bzmuii Yea TRE

Put, 1"Of, KL .y7 ll ,t.of the Insurance associations, that th benefs wilof
prt.oaU.R.x , 0 wlhav-e an, Incurred co44 of t 7 per perpone, month 4n1087. (the fitp f6ll year of beaefi under the program). It -Is the further- con-sidered judgmat of,tMemocltous that these, cos will Inevitably rise during

., _zlg yeap .y190(te2tb ywa. of- the programn)', the Incurred cot willreach4 approxjztelyV8, -_ pa r emuh..The actuarial details of these
estimates are pieented on the following pages.If 90 per -tof t00 19 m.ltIo people over 86In 197elect toenter the pro-

W .an ainder:an assumptIon .thteachpa $8 , 0 -(of the estimated cost of
$7) per prs.nper monthh -,wlth the Governmet matching, this amount eachmotb, the -total cot to the WeW, Treasury.in tat year, for this program will
beo$785 =m11In,. . .

By 1990, u,.der ,th forgolng, awsmp lonas t equal costs g betweenthe, beneficly and the, Nedral Qove6meat, and.,wth 90 percent of the then
million people. ver86M. 1telIpatlU., the annual' cot to, theiede x-Treasury

Bseto(n -data 4*ahy vat'ble f rom nuac omais nI pp'ii
o1 medal ePi plans the following was determined (rbefre apica-u?.~ore.,aeueo~e ,, i en :,ll Of - -,. " o , ed...i : 6 i

l9n of t4~ deductible and cplnsurance):s
) T".et . ,ost- r as ..... , aendsesthekot.glcltte rvs will b pr person will

per: year. Thiet e a !e tht the, level of e r w be.e uv en to
ami genee Vnd po)Ic wil surgical e t''~~i f5(

Th c~rInb~p~alpb .ysca erIce wiab!Wi pro per year.
at a 9 f sp ph.~iin!1.~ av e esniria

(8) The 6at for docto *riste At v~zme ad I n to' hond w0C about
00 roon per year.- This estimate 0 a UwetAt th wIUoa qie of

nne pwedanvisits per person per year 1 r ecos of pe bne visi

ye 6 xOea person an te, 1" 4 9 % succos~ iAh1appoxiate4'ercnt t ta~ s ota z'rem. P415)~~~~~~ 4~ecs fhm-aesrie~I 9~ V 6prpro a er
and ' appilcancesiwill e e per$ O' person, per year frec fteebnt..
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Dagnosticn X-ern ladsrativ ----- ----- 0

Valu In af r$v50 ded th lI~~bl0__ed .ze~ f o n
Ite ia0_4 pect ofte00f~at&.If~ae$0 ~

meiclexese; ht pere t 11 a e an ----a- exeniur f 20e ya; u

p~apr~~~1aer o" 88dsepne.Udrths uplptev .f0th

Lo~gesiig tob Metfa
DI ire Ueely V6knowlge, tha tet toB oth bett Wit,~ pat of ~.

Pe( trYAb 1iwmeae p'ftr se. F r th benefit , theoe bill'prbvde o r haM
onruifa reJudtqeW and ajusmentof the aitd euac7e of hres, ase on

beaue o hemay ~d~lynt- 6iorceftvld mn'of haich 6$0 rre npr yical Ine
Under astuxnpfon hat Pere n whc Mrgr)psraoniith a

mean xeu oitia prnwl have aaudnh angra expendiofthe eofi o2 pryar.t Bho

ilIn ubTenia iorae ID cot thc i assumed tht the~ clai

costa ~ ,Awld ofe thsts benpft~Ii~es 08 e esnder art iBtin ofdH.
minisrtv enee . ;e4 tht

thi se il nras futur years as folo ws: 4Wt' percet prt bear foroia
197 on hs i;rae aepmwa luwer thanthe predict=d bate in

th edprigc whic 4eeoasnpns h otwlrah$aprpro

.hAsciat onevcst of thg-ane betso tudler penigres af..8~~reiffiul
the 5-yer peiod o 190, wll b 0.'9 .~rcen. O asto ni~e the

iane siatns ae vud the levelago-0 cot he benefit tidr part BA o
lI~1. 885 t be 1.5 peret Of taxabmle ars. hee ,asitst

are .4e om" (1) .Un t0a1tun tus o the' grcao~atsto ubt faor -etehalthp
asto ~ ac (2) s tzP1n. mo teS 9 iiquSaclit th f

costs o this bwfi'*M i&'a p titibn,, -er 'pol4 pe V

1978 o. OO1 TSonit' Inre hare pouiidhatI h benal t e
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~~enator.,AL~iDEHRO. I ms46-th~tI Will 'l the mo st appreciated
Statement yu can m ake this morning so far as r am conicerned.
(Laughter.. On -thatilhapp note 1. will call on~bnator-William..

ofontr the '-r. Eddyhas- -the- it~uAe M!Akh~ T~u
o~mpany,~ any ohr. ~ox ~i t.o. Qur ~ md
estimate as of tstm as to the adtuarial soundnesot part B: of f
blli

-fR.DDY. Well,- perhaps, you' are, aware, Sir,-that over.-the -,yrp
our: estimates -of cOsta, Insrne- estimates of ests , havei' seudIt
run i:m excess of estimates. of cost made. by -the adWnitratiom 1 I i
very difficuut to price the benefits in -part, B...Du ': o

AqT Irecall, it has been identified by the administration that the, level
p"eMiun.-,cost -of, paitB 'is 0.49 percent: Qf payroll. 'I thi~i hp h
industry's estim ates of costs would, come out ,close t4W 960prenip
Pay roll. 7.pro p'

The great imponderable, -ble 'of %the" get imhpthdetablks, i the
forecast of costs lies in the extent of the use; of hIome care, whioh., is
aelatl niv and itred field; ah& 180 uhliniitd'.iYWaet thepo

Senator WIiUAMS. You -are sp~acn ft sppenta i sur,

-Db; Suplemtental Tnh sorry, sir.' W have I~ ~
and I am not sure whether it is A for Anderson aind ' n
else. 1

SntrWu .Hw long, -d4y Wnk'it ' *411~c f; pr Aq-~
tuariestof your indtry '!tocomeup .with a 'reasonable 'estinat ofihe
proected cost of that supplemental insurance-progjraml

Mr. EmmAt your r"quest. and the, reqe vqf fllis'bfii co 4lt wej
Wui ox leit'ndd6i 6teA~to our. gpllity'vr, iiik~.

Se nator'WuuAms.,*Thank YOU.
Mfr. ED'DY. But an estimate of coat is no better than their bngic assump

tion§. 'As we all know, wehlaveto -%Vork ivithP6ur b ,Iudgmdlnt 'on
S4§.Iim ptjonp'. potticola y Its tjtey, ifivolve thie ~'~~
Senator WIMrAms. Weltappreciatethait.,
Senator; AmnrERON. You go ithead and-mak6 the agsumptioni, 'but

iMtwhatthey at'e
Mio.Einy.WeiIl, sir. '1' 'senateo ANDYRSON.- Because those are what are -valuabi to. usj,;b),

cause we can take it back to HEEW AMnd 'sy, thait them 1 pg )6asume
that's hin eople %AWl have a- brbon arm 0idAt .~kf e
will be ill -for period of time, andtife y"~ iflbok at 'thein
see if it sounds reasonable or not, and i f -you give us Y01.,liffi ht
ww wU fiver ih re itt1 it.

I jwan' to oIn kwt ilim nahv ou upyosw
if - At i nmaion -as' youcanbecau'se. there .-iS very ite;e r

th1s comuiitt~e thuls far%--I -do-not know w'hat-the House- comntte
had' b~fot. -Which shows th6 iactuArial"§soundies ~fha~i& M'bill
does. t i-ernem'bo' lamW i~cig ~ivn irane' coor~n o0~~

8'yri g4,i-nc1 had to backpedal ahI*rdaA, ]* b~iltok fbm.
g~tting too muich, business in the bgnnin ard Ouripiniz it'). -cid

howpi td perai .Itoo-,mout vjn
t 'Io, 1nd, ' W , a.

IW_ t6;~~~It e o f60X ~
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First, let me sjutO the omittee for hoig erig5 on ths leg-
islation. Physieii cannot understand whytiis su ( was not
open for public comment before it went to tl flor f .itheHlus of

Meresentatives fora fi.al vote.
This reet chapter in :th legislative history of U.R,1.675 Poifts

up a situation' whichI believe should be noted he Bills of .ths
kind'have been introduced in one 'form or another for 26 year but

Co*e has never seen fit to aot favorably on aiy df the t ugh-
out that long period. If these propoqsls were wrong h4it U past-
if the, was reason for successive _Ongresses to reject them-th"e
are tiI wrong. But now, this bill, the most sweeping oneof a
is begin" ruslied through to pasa and with hatdly'more than pro
!orma consuatioAn wit the medical profession, who will have toi
element the legislaton.

It apprtat a long debate over a fUndamental ie maY be
nearing an end. ,I believe it is natble to' point out tat phyioians
alone bear the ultimate responsibility for making this program Work
in whatever form it is finally enacted.,

Your work on this matter will'be done YoU Will turn to other is

sues of these times. Physician s will be left to contend day' ii and
day out, month- after month, with'the terms of the legislation. The~y
will be expected to go on providing only the best care while they Strive
to make sure the achievements of the past 25 years contiue and

multiply to the beheflt of all 'nankind.
Most physicians do not believe this will be possible under the limi-

tations and requirements imposed in the measure that is presentlyy
before you.

Surely their views and recommendations merit some serious con-
sideration. It is unreasonable, in y option, to plunge aheadwith
the formulation of a program to whioli the geat majority of mem-
bers of the medical rofession are opposed, both, as to its expressed
terms and its implied threat to the system of health care which this
Nation has always known.

As you consider the action you are being asked to t&ke, I urge you
to remember that heretofore inthe United States the health profes-
sions have been free to pursue their constant search for bttermeth.
ods of treatment, more effective drugs and more efficient 4phniques-
unencumbered by the outside interference Which is mescappbleunder
a vast federally financed -and controlled pograin. Under our system
as we have known it, America has becometr) medical mecca of theworld. , . . - . ,, .. . .
When 1. began medical practice, students i ho could affordit flocked

to the medical centers of Eurpe for their baiio and pstgrqduat edu-
cation. Today, the reverse is true, medical students -frm all! over
the globe come t -the Unite4 States to. atudy and become ner phy.

a moment when.r ercanph
out 4.1ae m mo mentwhentiA,=pojine Is preeminent dwuhi.

oit ~ M £h oli ~p~osdthtw dp the very system under wich
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En.ro tin country Aft other ha, loits omer leadership in
quioi meric ph as today are unsurpassed

in~ their knowle4~re and ability. But what will happen when this seedTho w i gdi ril'the-itiodt 1lentd young men and women continue

to i oite' ' - - be'iWjh&,aitatood'id'st when they, eye &protestn"faIlingmore and more under Governent supervision? r dotflbtit.. Mealy

ofb~ etyonIhd wil tur opr*ie~e~e c' xrise
th6r bilitymto he fullest L t e mihe moat _Uti of their ive*' wim-
out the stulMf"ying effets of Gbvernment regulation.: Vhe loss of able
e ntaits iiit 'the, heath-caI, field caunftot help but led -to a, 'detedo -

ration of the quality of car0 i this dbunty. ""I ;have)personally ob
served this h) England and other European counties&.

The Ila ',before - yott- o cukse, as ,Ikno* that ou knOW wrild
dit agge in , .t  Th_ amniidstrative problem :it *ould create
Would b6-e&ormo'usa.', But, let thew consldejitiona be 'se dary fd r a
moment. The important thing to perceive and iandet.tand ist e dis-'
ruptldn bf the doet 6patient ,elationihip, that it entails; the time to
b6 n Wet wfititigin oveierowd~l. officew-, and facllitied;- the beginning
ol ther Xegih~tfttn of inedkl pracce of this country; tlie over-burdening of medical facilities and personnel; the delays n admission

Wiite a-t 4,wn~l h

to h ospitas.'ThoM' thi perils N hioh a physician seesifi this proposal I wish
I coudl make you see them, too, so that someday will not m
back to haunt us, all: - they wil not com,

J&eforeI d~idlude,'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.

I ah'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
gery, and expect- Wbe soengaged fora g many years to ome. In
this I a typical, I think, of the overwhelming majority of physicians
In geaId older.,

"We don't stop practicing at any arbitrary age limit; our, patients,
I.am happy tosay, do not want us to. I can ta you from experience
that they expect u -to keep on serving them as long as we are able andfor a great many physicians that goes well into the seventies. Any
program built around aO5&year retirement age simply does not fit our
career pattern. It is unnecessary and unwarranted to force us into a
system designed for persons in otherceallings where similar pressures
do not exist to continue workmg into the latter years of life. ,

I urge yolto delete this section fron the bill.
In this brief testimony, I: have tried to communicate, as a physician

my very deep and very. sincere reasons for objecting to'the passage of
F . 6675. Medicine has been my life. I don t wantto see it
harmed-for the sake of the profession and for the sake 6f Americans
of the future.

Time has not permitted me to:go into specifics. But in the many
hours of testimony here, you will receive a great many detailed objec.
tionSvto the tarmi of the bill from spokesmen for medical organiza-
tions throughout the country. I urge you to heed them,.

I urge you to give serious conaideration to the physicians, plan for
meeting this problem and the physicians have h plan dcall ed'the, elder-
care program with wchh I am Sire bu are'all familiar.

OkiAV stitn
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I urge you tf rject, H.R, 60 and,Jn its stead, to write legislation
whic will fill the needs of allth6se who canno'take care'of theiSelves,
mnd, tho, saioe-time' will 'preserve th vitality and predmise"'of out
health ce syste, .

I .,va c%~~gu exprep -my, appreiation or'~h opportunity!to be
hrc~amo,thismport.At p oe oflegis1ton ti mormg,, Thanik you,
Mr.1 Ch~irman I

Senator Anwoifo,,Doetor, the. deitits cage ma few yars agoafter lg W ut for quie a wiule. Haye you heard any entists object-
in t*) the actthat thy,are in the.program T f

-. P Yes. I, hpye, $enator, manyof y em. The faied
rise ,tbeir,okje4ton ,as they should, and that is what, I hear many
of themsaying today. ' ., . I
*-Senator ANDmsO. $o. many of them hav. in cated to .some of
us,-at least, that theyiwere forc-d to ob ect to it, but now they are very
wellplease tobe iiLAwyers are m, aren't they? They practce
be ond 65agreat.deal.. .S~.'"ou: indicated that this has been sort of a long; struggle, and~these
proposals~ have' been-,turned down in the past because they.were ng
and they ought!.to be turned down now,, You are familiar with, the
fadt'that theSenato pa-s~d the bill, aren't you? -I

Dr. ]omNs. 'Sir?
SeiiatoA, A IsP cx. You are: familiar, witli theta fact that the Senate

passed theleal th care for the aged? Tl I
Dr. RoBiNs. Xerr-Mills bill?
Senator ADERsoN-. ,No; tl~ey passed another one called the Kig-

Anderson bill in 1964,
Dr. ROBINS. Yes,'sir..
Senaior AND FSON., Did anybody give them a chance to vote on it

in the, House ? I do not think the House thought it was wrdng. They
couldn't get it out of the Ways and Means Committee.

Dr. RoU.s You have here a three-layer cake which the Ways and
Means Committee did not give the public an opportunity to expressthemselves onm ., . . , , , ; -

Senator. _Ax SO. -They had so much publicity by the doctoit
ohargpig that, they. did not put: enough, in the King-Anderson bill.
We are'lhappy to, have .y6u testify today, we are happy to have you
under-such spons6rship as that of Senator MAcClellan,

Dr. ROBINS, I rbde over with Senator Douglas.
SenatorA*,Ds) tox,, Senat6r.Dou#las.
Senator IDoqGLAS, ,I: want to say that We are very -glad to -,wolcome

Dr. Robins. We are very glad he left Arkansas and came to Illinbis.
I hope he changes his views on" this bill, andI hope the Seritor from
Arkansas won't take offehseowhen I say his movement indicated good
sesohis prt."
'Senator CDoctoryou liave 'ht changed your voting
residence, have you?
" Dr.' Rdnrxs.' Senator, I hate to admit that in'public, I have not. I
am still a voting resident of Arkansas,'

Senator Douors. That may be an addit'i6n to the Democratic Party
of Illinois. ,-' ... ..
'"Senator Azw6nsOW. Senatorilliams..

SenatrWiLmis, No questions.,
Senator AzmEisow. Senator Curtis?,
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Senator-Cuwris Doctor, I appreciate having your statement., Are
you familiar with the position of the pathologists and radiologists

'Dr. ROBINs. Yes; I aih somewhat,

Senator Curris. If thisbill were to be passed,. is it your belief that
-tIey should be placed over inpart B where all physicians are as con-
tsted to the hospital section?

Dr. iOINi. "'Ye I thihk thepatologists"and radiologists and anes-thesiologists should.be placed where the other doctors are, excluded
from hospitalemployment.,

Senat6i CtTx. 'And yoi think that it' goes beyond a mere problem
inib,ookk~opingor ,accounting or anything of that rt? You think
thereis a very good ba4io reason for it----
! Dr Rh'owir"ts (bjq haftirig). Froni th6 Standpin"of the practice

6tnj~iV oft (the
of medi&hc'ne

Dr. ROBINs., Yessir;,.
.* Senator Cmrrisi That they should retain their status as independent

Senator Cumwrm. IDoyou think that is better for the patient and bet-
ter for ourhealth system ?

Dr. Ebinis.' Yes, sir..
,.Senator Cunrrm. Tlat is all, Mr. Chairman.
Senator ANDERSON. Thank you very much.
.Dr. RoB!Ns Thank you.,-. .
Senator ANDERSON. In lieu of testifying in perSon Congressman

flurw 'd . Hall iss'ibmittihfis written statement for the record.
Zt is being placed in there ecord at this point.
' (The statement follows.)

STATEMENT OF H DUBIWARD 0., HALI A REPRESENTATIVE" IN CONGREss FROM
S .... THE STATE OF MISSOURI

M. Ohairman, I come before this committee both as a Member, of Congress,
*nd ds a physiclan-a member of the prbfession which Is deeply and inextricably
InVolved In tbe great Issue before us. ., I , - ,
- I- ain speaking for asYstem of hetilth care, which is universally recognized as

the finest! It -the world. -As a physician,, I would not have a greater opportunity
or - responsibilitt., As a' Representative -In Oongress, one must be delving, per-
ceptlMeinformed, and decide JudielouAly.'The hiemibers of the bmedlcal profession of which I, am onei believe we have a
responsibility to call to the attention of the bublic,-our patients, any projected
ddvelOpiment:which'threaten6 The quality of medicine In this country.

n'doctorb "falls'the ultimate responsibility fortreating the sick, overcoming
disease, and assuring that medicine's achievements of the last,25 years will con-
time And multiply to 'the benefit of all mankind. It will be their task when'the
tUmult and th6 shouting on thli Issue dies and Congress turns to other qsttons
of tho hour,. expressed in'thO vast'store of bills awaiting its consideration, , ',

Thequestion Is'not thbafe of senior cltlen§;'but, how beet td assure thnei
needed .quality care. Physicians are the ones who will be expected to go on
providing "only, the" best" of medical care, tailored to fit individual needs,, to
which Americans are accustomed, and- which they properly dem6nd, -In the
lat-analysis, they are the bnes who nust contend directly. with this program
ahdtrytomakeitwork. .

Oonequefitly,- we cannot stand idly by now as the Nation iiurgvd to embark
on-anill oneived'adventure: In-Oovernment medicine, the end of Which no one
can *Aee,: and- from which the.patient Is-certain to bethe ultimate sufferer,.- For
make no mistake abdut-it:;Th6 niedlcal professl6d'will never depriv, the people
of high-quality medical care and the fruits of progress of medical sioo Ki'hat
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will come when th6 'Gvenm1ei1t begins, meddling and; hterferinj wlth medical
freedom. ,;*. 

JWbat are some of the factors which, added together, clearly p012 d o
ration of health care under a program of Government-cohltro led merU6n6 fo
any segment of the population? Let me list a few: '

--First :Th'bd6 as for quality medical care is the voluntary relationship between
-the'doctor and hlsipatient; f, This would begin todisappear as Government sup-
plants the individual as the purchaser of health semvlces .. ; ,

A* obvious attempt ,s bee made In this legilatou t6 conceal the grant of
power which w~oild' l ek ,1 de 6t'th1 Secretary -of Health, l3ducatloii, 4nd
Welfare to' i -tef6e Wlth, adinl tratloh and medical practice -in participating
hospitals. But the power is in the bill, and its useby Government emp iloyees
Ip carrying. ,out -their responsibilities toward the, expeuditure !D4 Government
±iuid# cannot be doubted '
';The rMglt woiild inecapably 6 d-pfity' intriiblon In fth'radce, of niedl.

cine. The physician's judgment would be open to question, by others not re-
sponsible for the patient's well-being. His diagnostC sahd therapeut4c d eleons.would.,Oe subject, t approval by those controlling the expenditure 9f tax
money, ' Paradoxically,' his coopemtion is requliM for ptopet, fdnct6on And
certainly to avoid the abuse factor.

Second. As the Government fixed prices for service rendered--as deed It
must, topiotect the public purse ,financial lncentlye 6tuld Wgn to RmeltaWay.

Third. The incentive of competition with one's peers, Invariably the spa
which ignites the flame of creative progress, would also fade sInce rivalry w6uld
be eliminated by virtue of centralized direction, be It pia6tlce or all-inp6rtant
bedsideresearh.' ". f' -Fourth. As physicians and health facilities become, more An'l: iore subject
to intervention In their work by Government employees, a decline of profes-
sionalism would be certain.

SFifth. The overutilization and abuse of A lfree" service to *htch evekryone had
a "right" would result n Increabing kOhyslclan harassment which could not fall
ta lead to a form of. medicine abuse factor and bed occupancy alien to these
shores-medicine on an assembly line basis.

8ixth. Quality medicine would be dealt a further k4 by the loss of able en.
trants Inthe health field because young men, viewing t profession Under partial
or total-Government domination, could be expected to seek oaeers in other fields.

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 physicians nd scientitst I -'the Word--afact
frequently demonstrated over the last decade when the Nobel Prizes have been
handed out, or by-your life expectancy, orby those seeking-postgraduate training.
These Intelligent, highly trained, superbly 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, can, no matter what adverse conditions they are suddenly confronted with.

But what happens when this seed crop Is 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 physicians and the Gov-
ernment In the British National Health Service:' i

"Britain has been losing doctors at the rate of almostt 50 a, year. The num-
ber of medical students is declining, and already below the level of 193& Mean-
while: the population grows."
-You see, there are some things which 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 bookkeepers, 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 Under the surveillance of the Department of 'Justice. .- t
,' ;It!is 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 merely, a dis-
agreement over the bestmweahs of providing health care for our older citizens.
Bathero this conflict is testing again whether the art and science of medicinewill,
be ermltted to, grow and flourish In freedom, or whether progress; In medicine
Will be stunted and shriveled by an excess:of Government control, third-party
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.Here let me nail down so of the Mostpatpaet f4Wh9dsthat;hap Oee uttered
by proponents of MR (1075. in their, campaign ot abuse an4 vililfican alast
the whipping-boy medical profeimion. , This is thewblspe."d c-r, that do 0o
are, really against the program because it Would affect thir ncMi that hei
fees would somehow be reduced by the Government."

Nothing could be further. from, rolity, ;:')octorp, inq omeo, wqulX probably be
more assured, not les,,ltthlp bill is enacted. A;Aine kiOws ther O imore money
in masa production--..It In principle, freedom , rse ari andl. ,nurors w.n r w i
Buffet'. 'UL'

Seventeen and a half, million .oldercit|i.s Toms. b~corme _cybeie for l osp, -
talization, nursing home, and home nurs care, fno4io. th
Treasury. T hose lured .to :e. advantage of the program ,by the prospect ofra
"free"' benefit would need a- phyeiclan's cetillcate to enter a 4oppitaL 3?hyts-
clans would be expected to care for them While they' were in hospital or nursing
homes. -Who can, s4y how. many mw p atints phyqca;s Would acquire as a
bypro4uctof this legislationi? It i eafe to say the number would be sble,.

,-,But that is really bei4e th point, or at least o -ly a tangent,. n e ,American
system of medicine ts a system 'of quality niedicine, not Mas production orassembly.line med4ilqe. It is a, system of priv ate:redicine, practiced by prItvate
doctors treatig private patients, fee to 9ale4ecisions based on the pag4ent's
specific medical needs and nothing else, except a confidential relatl0n- pr vi-
legei if you please - ..

Forget for a moment the cost ofstaggering, .,though ucnp, proportionS of
the., program. before U& ,,, Ignore the -administrative , problems, that.it woUld
create; and the burden It. means for wage earnerg at the low-end of ih income
cle., , Neglect the now. inreawe 4reentai , n..
"4ook only at tbe intrusion of Oov. t-qrnw ), -ntefield Qf medce, whic can-

not-be.,avolded, which, goes.hand -in hand wltl this p .Jan-,-the regimentation. of
hospital admixion and discargeo, arbitrary.liIltations on nurlng hoes avail.
able to care. for aged -paient, an4 the implicit, re Posibllty placed on hospitals
and pbysictans. to: keep. t1h cqst ot thlu program under ontro

Bureaucratic regulation cannot be mixed with medicine without diluting the
quality of. medical care any. more than gasoline and, sugar In.the modern com-
bustion engine. In this ease, furthermore, the availability of medical services
to the aged would be governed by the availability; of tax money, not by the
medical needs of.theee citizens. If quantity Is thus restricted, quality. would
Inevitably suffer,
,-Under our .system as we have always known It, treatment of the ldlvldual
comes first, and financing second. It Is the patient, in the role of'the cstomeri
that exacts the utmost from the doctor-patient relationship through his ability
to .choose freely, - ,

,The physician, in turn, responds to this show of confidence by the exercise of
his knowledge and skill to his greatest capacity, guided solely by what Is best
for his patient.

This is not a public works project of stone and steel that we are dealiiugwth,
or the purchase of overcoats ,for the Army. This !sa fragile, perishable rela-
tionship, perhaps the most delicate in all Atyman ties, and founded on AMnerica
tradilUoi and principle. It cannot withstand third-party tampering without

serious harm. Are we to callouply overthrow it by.legislative process?, ,
,,Should, the Government become the customer-the outside party, string. to
reconcile the demands of the patient fophigh quality care and~the den.ncw ,of
the taxpayers for efficient use of tax funds--the emphasis must shift ,from
quality to cost, The Government can resolve these conflieting demadsip .only
one way. It mustitighten the reins on services to klep them within budgetary
limitations; either that, or the Department of Health, Education, and Welfare
must be repeatedly pleading with Congress to ball out the prograni with higher
payroll taxes.

Doctors want- to continue to be frp to give patients the".best. dviceand, te
bet trktnient they ar capable of giving, without the" pressure of-ou tside cob.
sfderat[onsthathaVe'nothngtb dowtl the 4ualltj fbeatth are. They oj,6iose
any course of action which threatens the professional in ependnce 9f, t e physL-
clan and imperils the wholly'.voluntary relationship w*in6*- exists between
doctor-and patient, thereby striking at the heart of our magn*cent heath eare
system wh~clh has accomplished so. much f0i' maikind In an atmosphere of re-
dom.'' 1 f I ,

dt te legislation Is, enacted, the age4 Wuld be the first to fel Its effects on the
quality of health care. But fs It possible for health care to operate In one way for
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q,, M , k If ..wa*y or Oryone " ?j-.The.tb,611 ' ' I -Av
U01If@,' I# te'duit fiftt;yentdfe -nWOrdfidift service-4m lien

secUred,, their', owim
07

One R Md lbh&t&inlai , -'Coitiimittee i 18 that, the i abase
T*' '* W "Cbhblddt d ovioji .lesi, 6& eh"ted forb1;,,Yet4:we. know

h6* Ifia"t 1bW,'M16t61f bf- "a'"buse, i6,w sitt1i&&dnt6, for thef reevere', -crisis mow., con-
fronting both t4eBrIt1sh and French-systems of government medicine. Many

'W ep64111 b 6 *&ftIttid't6 bospitiilg,16i diAgn6stid beiviedsunderthis bill,
fai b bte tha d'

'Tho bill- d=ritly*Il1de0end o fid6eWrg,'to-maintainilioolt;ol-tiijrnoveri eve ti
WOujh authority .16'earry but-, this r#aponblbilio,

We'all'rea*6 tbA-t'the averAge'lezith'of hospital istity hinder this bill4a certairi
OWibalie 4101N "stimt6tal -will be-tMtf'pr6j 6RIofifttAly fewdr'sirid fewer 15rivatdIM i ai-6 pin mot6l hbhpttal bedward oc u led b.#; peWbns# td'b6 s(ftflitted-,=5 iU,,ellgibl A*e care uhder thlib

t 'Ifi]Y-,"fiftet'thfi'bill,.W6'bie6.'elre'dtitet-it VvilI reqWfbacrash,&ogram
6 'hb ltd! olAtifidt,64 e _66 WWI, iia an6thir -cra& programofuMog lih &nihl6k4it, hombe.-li: 'ah
-,.-The.$64 question In.most I ds Is-bound to be, !'Willi dbet6'rs'j6MMJ

be-,
d6fidimi6od-by h6V 6,48 Xi6w; f6e'6ch6dfilid and fstgatip, bf; doetorat NvV6
.1 Ptedlet, thatrpric hill Ahd j*ft1c1pUt6') Wcifi% they

#b6 ft0i'd all" fit Ainitimil%! #d4t1ed,,W1wthd &Iwflbn dflitimlik peo%016hj Nts be ew e-,fitterVih le,6#ei th
die-ftArd. of Oiii -d&fds *16v6 1dVby- th6* social 1bAg1n4i%*h6 dMft#d 11fig fourr
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'Tht' idependen-t retail drdg sts are most appreciative of ,the op,
portunity your committee has afforded us to state our views.

We Ouggest the amendment asfbllo6*s to section, 1861 (t) under drugs
and bi6logicAls"Section 1861 (t) defines the term "drugs" and the term "biolbgieals"
to mean-except 6or pur poes of the exclusion of drugs and biologic#ls
under home health servi&s-those drugs and biologlcals Which, are in'
eluded in the United States Pharmacopeia or the N-atibnal Formulary,
or i-Now Dr.gs or Accepted Dental Remedies--exce t for any drugs
and biologicals unfavorably evaluated therein-all of Which are to be
dispesed-byaspharmacist authorized by a State to practice pharmacy.

The purpose of 'the amendment to drugs and biologicals section1861(t) is: "
1. To provide qualified professional personnel to distribute the

drugs and biologicals provided in the act.
2. To uphold and maintain the high standards of the pharmaceutical

profession.
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 ANDERsoz. Without objection, it will be added there.
Mr. Room. In conjunction with the purposes of the amendment

to section 1861 (t)-, defining the term "drugs" and "biologicals," we have
excluded "or as are approved by the pharmacy and drug 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
flevice khown 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.

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. If such language is not
changed the law would create two standards in dispensing drugs-
one, under medicare; the other, for pharmacists serving the public
outside of the medicare program.

The language of section 1861 (t), without the objectionable inclusion
of the "formulary" and "prior consent" doctrines, is sufficient in itself
to cover all such drugs or-biologicals that may be necessary for proper
treatment of the public. The use of the added phraseology merely
provides intrusion in an area more adequately provided for in the
laws of the various States.

The additional language we have suggested, "all of which are to be
dispensed by a pharmacist authorized by a State to practice pharmacy,"
is a recognition by the Federal Government of the actual status under
the laws of the various States. We are confident that this committee,
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and all other committees ofthd Cngtess, intends that dispensing of
-drugmust be iinder the professional "control ef a pharmacist.. Other-
wise there will be a tendency to depreciate the high, standards of tl~e
pharmaceutical profession.

It is true that, a large proportion of our older citizens are beyond
their productive years and out of: the employment market. On the
-other hand, large ntuibers of peopleleligible for social security benefits
.are able to pay fortheir own medical care.,

Our national tradition of self-relia nce strongly urges that, to the
greatest extent possible, an individual, should fulfill his own require-
,ments. The concept applies iwth. 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 assuranoe to
the taxpayers who are to support it that medicare payments are being
disbursed in line with reasonable public prudence.

REQUIRED INSTITUTIONAIZATI+ON

]Definitions and expl]nationr+used in the draft version ofthis bill
lead to the inescapable conclusion that obtaining benefits under its
provisions'will at- the outset, call for the individual's admission to a
hospital.

A fter a hoSpitil s~o~f greater or lesser duration, as spelled Out in
the bill, transferinit be accomplished to a secondary institution
equipped to provide domiciliary attention with some nursing service
available, as required.

After havi exhausted entitlement to the services of the secondary
,institution, or being disch aged Mfro 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 npp'ri!s to
envision and 'authdrize out.patient attention at designated clinics or
other tirafment instit-ations offering this lass of service.

Insofar a8 the individual patient is concerned, however, admission
to a hospital or other trtiment establishment seems to b6 theBinescaphi-ble first step in obtaining 'beneficiary status for prinaty Secondary,
and ancillary services uder the enabling at.

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 furTermore believe the first effect of the
institutional requirement will be a staggering influx of patients to
already overcrowded and understaffed hospitals. The'economic en-
ticement offered in the present medicare draft will be, at best hard to
resist and while we might hope that hospital admissions will not be
accemplished unless the patient is actually in need of such care and
attention, experience i Veterans' Administration hospitals and under
such programs as Blue Cross clearly demonstrates that when hospital
admission is required for validating a collateral claim, hospita ad-
mission will be obtained.

.Senator AwDEusoN. Could I stop you there a second and ask in the
case of the veterans facilities, is there a deductible of $401

Mr. Room. Is there a what I
Senator ANrD soN. Is there a deductible of $40? Don't you think

.the deductible that is in the bill might tend to curb some of that f
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Mr. Rooiu. I do not believe quit, hear:you.
Seflator ANDHERSo. You aro liking for a great influx into the ios-
itals betauxseaidfree.
Mr. RooKE. Yes.

,;Sextor- Axbi i  Suppose there eis :a $40 deductible they have to
iY fit'st,.will that out doi the influx f • .

;Mr. Rbo i-Ye, sir; .to6mdegree,:but I think:there is still going
to be an influx into those hospitals-i am, sorry, I did not get'that,

"Senatgr AiSRb,"iiO YeS,. YO6Ui tl - worried, about what has hap-
pened Li the "Wterans faclities,,and what the experience in the Blue
Cross demonstratess, The veterans facilities don't have any deducti-
ble, dothey I

UtMr. RookE. N6.
Senator ANiRsox. If you are entitled to come you are entitled to

come.
Mr. ROoKE. Yes.
Senator AxDEns6. And m'any of the Blue Cross programs don't

have any deductible most of them, in fgpt, Do you think it is a fair
comparison to this bil

Kr. Roo . I think that any contract of thq kind that requires
hospitalization is necessarily going to have an influx of th t require-
ment to get this, to receive these benefits. Our hospitals in our part
of thq country are .already overcrowded. We have, in Richmond
-about 4,Q00 hospital bds, ut it is very difficult tolgt a hospital bed
now.

Senator ANDERSON. All right.
-Mr. RooFE. Many, if not most, of th6 health problems in old age are

of a chronic and continuing nature rather than separate episodes of
acute illness.

Arthrit ,heart conditions, respiratory difficulties, and organi mal-
functions, some Or all of which seem to plague the advancing years ofmost of us, require some sensible restraints on the part. of the patient
and a continuing regimen of drug therapy,to support the malfinction-
ing structure or otherwise manage the problem. People suffering
from conditions of this kind ne the periodic attention of an at-
tending physician and the pharmaceutical preparations their condi-
tionrequires. A great many of these conditions can be and are Sat-
isfactorffl managed in the patient's'own home. This statement'is sub-
jectively proven by the counties thousands of such patients who see
the inside of a hospital only: rarely, although they are victims of 4.
chronic disability for years, sometimes decades.

'We believe the mediare program can provide a serious disservice
,tomany of these patients' if its provisions demand they submit to
.nstitionalized treatment i order to ail themselves of the other

benefits of the program. We think the best interests of the patient areserved bymaintaintng, insofar as possible, his normal living patterns.
WA think, to the greatest extent possible these older patient need to
maintain their status as funct ional members of their families. The
medicare program should puthigh priority on protecting such family
relationships. ' " . . .

-We believe the attending 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-

r "I
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ent*nor'as a result of direct -or indirect economic enticement, i Un-less institutional, care is actually 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 this matter.

'YAQL S AVATLAEL

It maY come as a surprise to learn that despite our national popu-
lation- approaching the 200 million mark, the United States is still a
nation of, small towns. The 19)60 census listed only 130 American
cities with, populations over 100,000. More than 80 percent of our
total population resides in rural rather than urban areas and a .'dis'
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
higher percentage of farmers who are old than of bankers or pharma-

Statutor y entitlement to outpatient services in a medicare-accred-
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 withthe" alternative of twice weekly visits to an out-
patient clinic 40 ot 50 miles away, or of admission to a hospital for
bed care, the patient might well choose bed care purely because it
would entail less'incoivenience for the family and substantially less
stress on the patient himself.

EQUALITY UNDER TIE 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
theedicare recipients who would wish to qualify as beneficiaries,
tlhef difficulties involved in reaching the closest such institution would,
for some of them, be enormous. Some people have proposed the crea-
tion of specialized institutions for the diagnosis and care of medicare
patients. TI'e 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
institutirs, professional practitioners, and ancillary services.

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

Such a procedure will save the program from charges of either man-
aging or unduly manipulating medical activity. It leaves the respon-
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sibiiity and th pr6rogatives fr developing adequate health facilitiesvvhere th~y ' belot in thhands of thepeople who are in a position to
aQPP~ise are& n;M8 atd array them against available economic, pro-
fesional and.' ivio abilities from personal observation, experience

OXOLUSIOx ' J " , ..

The National Association of' Ietail tDruggists believes the Ameri-
can medical community has demonstrated a superior professional
ability'and a laudably humanitarian concern with the. health of this
NAtion. *We think there is no lasting benefit to be obtained by sup-
planting the services of existing institutionfis with different kiind§, of
Aittitutions., Wethink there are n6 benefits-to be gained, and substan-

tial hazards to be "alculated, in supplanting the attention of a patient-
selected physician with a program-authorized physician in a desig-
nited institution. We believe that, second only rto 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 defense against disease and illness of all kinds, at
whatever age it might assert itself.

Finally, we 'believe that humanitarian considerations, economic real-
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 lf urgent, well-demonstrated need.

To these ends the National Association of Retail Druggists Urges
this committee and Congress us a whole to pare no law or adopt no
procedure Which will unduly restrict patient choice or professional
function. Since this program is prompted by humanitarian consider
tions, it should assiduously shun the iinposition of program mandates
for personal desire. ' If medical care can be extended'to the aged only
at the sacrifice of their personal freedom, then the price is too high.
If this program intends to meet the familiar tests of economic re-
sponsibility, it should be painstakingly designed to offer the fullest
extent of flexibility consistent with prudent management of public
funds.

And, last of all, this prpgraih has the opportunity 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 classifcitions or geographic distinctions which
will unequally confer advantages on some while depriving others.

Our existing health facilities are national in scope and propor-
tionally distribtited. 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 AtDnox. Doctor, you say:
We think there are no benefits to be gained, and substantial hazards to be

calculated, In supplanting the attention of a patientgelected physician with a
program-uthorized physician In a designated institution.
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D youfuid anything in the bill which says a man cannot have, his
own doctor ?

Msi Roo,., I do notthink go; Senator.,'/ aeset physi-
Senator ANDZPsON. What do ouea.y b ',patient-selected hysi-

cianwith' A; tprgmft-irthdrized! physician'? You :can answer, you
have been identified for the record, Mi. Waller.

Mr. RooiK. We feel that sorneof these'older people haVeftheir own
hysicians, who haV been treating thm for years, and that they should,

allowedto bi treated!by that same physichun rather than those who.
my ble desigrnited-by the hospital

senatOr ANDER$ON. What do you find in the bill that would stop
then •

Mr. Roo6E. Well, we dre- afraid thfit there might be, some way, a
program-selected physician rather than a patient-sekted physician..

Senator Awm~,soN. Pointto thelanguage, will y6u please.
Mr. WAtmg. 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 A miEsoN. Thaftk you. It was not apparent from the hin-guage.Mr. WAt.m. That was our conclusion. It was not a statement of

fact by any'means. We agree with this principle.
Senator ANDERSON. Thank you.
Senator Behnettl?

"Seiator Curtis?
Senator Douglas?
Senator Douses. This point leads mie to ask another question. You

pay tribute to the humanitarian purposes'behind thebill; and then
you lay'down a series of general considerations which you think ought
to beinluded, with most of which, If4 iot' all, I find myself in agree-
ment. But somehow, you give the impression and the implication
thatthe bill does nbtsmeet these considerations.- .
I AA the Senator from New Mexico-has pointMA out, the provision for
the deductible ii intended to diminish any tendency to use the hospitals
unduly, and veir'certainly there is a fie hoice-of'physioian rather-
than a dictated choice of physician under the supplementary plan* So
I 'want to come to another question. Do you support the bil in' its
present former are you oppoged to the bill?

Mr. Rbox. We are in agreement with the humanitarian concepts:
of the bill, Senator.

Senator Dousres. Suppose you are a Member bf the Senate. Would
you vote for'the bill. m its present form or would you vote against
the bill f The druggists are a very powerful force in the country not
only because of their good service but also because of thegeneral in-
fluence which they have on their patrons. In the present form would,
you vote for the bill f

Mr. Rooxz. Senate, I think, speaking personally only, I would vote
against it in its present form.

Senator DovaorAs. You would voteagainst it.
Mr. RooKF,. In its present form.
Senator Douors. Now, 'let me ask you this question. Section 1861

(t) give the definition of drugs and biologicals. You quoted it in.
your statement. Do you find that definition satisfactory or would you:
like to have it changed?

47-14o-6--pt. 2-
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.Mr. Rooz., We were sl-ggesthig, Senator, some change here, I be-
lieve, in our supplemental report.

Senator DouGl As. Yes, What.-peofio changes do you recommend I
You-inserted those with'your testimony., .

Mr.,,WAwLID. We are suggesting there should b amendments to the
definition of drugs andhito is .

Senator DouvGLAs. Yes. But What-type of amendmepits?
,,Mr. WALER. We are suggesting that part of the language that i,

there is inclusive enough. The purpose of the amendment, as we sele
it should be that the doctor should have the opportunityto prescribe
wbvat'drughe thinks necessary for ispatient.

,Senator DouGLAS. What is practicaly involved. in this? Is t.Ws a
question of the brand names? Would you like to have the brand name
drugs included I

Mr. WALLR. Prrt of it may very well be the question of brand
names, as to the fect that if a doctor believes a certain brand iu better
than a generic, that he may think of, then he should have the i-ight to
rely on that brand.

Senator Douo.As. That is, to prescribe Anacin and Miltown ,
Ar. WALLER. Yes, possibly, Miltown, Anacin.
Senator DouohAs. 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 I

Mr. WALLEI.. Well, there is quite a history based on what isimeant
by therapeutic equivalents and generic equivalents. In fact, the
Government itself, the FDA, does not agree that there is such a thing
as generic equivalent completely.

Senator DOUOLAS. IS it true th at; the chemical composition of many
of these preparations, such as Miltown, Anacin, and the rest, are
identical with the generic definitions given in the U.S. Pharma.
poeiaI

Mr. 'W"ALL. Senator, it cannot be answered on that basis alone.
Senator DouGLAs. Please answer my question. Is it true that the

cliemiodl composition of these products sold under brand names is
identical with the generic terms as covered in the U.S. Pharmaco-

X. WAmJ. Not necessarily completely because there may have

been certain items in there, buffering compounds certain sustaining
compounds, certain. catalytic compounds that will make a difference
in the type of product that you are using.

Senator DoUoLwS. Is Aracin, for instance--,
Mr. WALLER. I do not know the exact composition of Anacin.
Senator DouorAs. Is it not true that it is identical-
Mr. WALLER. With what?
Senator DoucLAs (continuing). With the definition of a multisyl-

labic compound listed in the U.S. Pharmacopoeia ?
Mr, RoOORE. 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 t he
brand names are standardized in strength.

Senator DoUGLAS. 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. RooKE. Yes, sir.. That is cOrrect in some instances.
Senator DouGLAs. In some oases the price df the branded articles

10 or 15 times the price of the chemical compoMnd, isn't that true? ':
Mr. Roomz. There are a lot of Physibians who adhere to the brand

names, and personally as h jharmacist, I have confidence in them..;
SefiatorflOuois. Traditions:, " "
Mr. Room. Yes, sir. A personal note' personally, myself, I do, to,

if I am sick. I want to be on the mark not:avariation.
Senator DouoLAs. You are a; registered pharmacisti are you?
Mr. Roox. Yes.
Senator DouaLAS. And you are able to tell what the chemical com-

positions of these compounds actually orel isn'ttfhattrue .
,Mr. Rooku. We could if *e :tok; the tWhe to analyze it.
'Senator DoxoLs. So you are able to:ldok bhindthe brand names.

You do not have to mix these compounds, do y6u ,
Mr. ROoKe. No.
Senator DOuLAS. You can purchase them.wholesale.',
Mr. RooKB. Many of them, most of them, are already compounded.
Senator DouoLAs. It makes a great deal of differefice in price. You

have seen thecomparisons.
Mr. ROOKE. There is also a great deal of difference in the stability of

some of these products, the life of them,, the brand names seem more
stable.

Snato(QPouorPV s. Isthe life of the brandnamed product longer than
the life of the chemical product ?

Mr. RooKE. Yes. .
Senator DoUOLAs. Have you proven that?
Mr. Rooz. We have seen it in those preparations on our counters

where some generic drugs'become discolored or develop an odor, de-
composet0osome exntmwihaveseen thit.

Senator DouoLAs. Thank you.
Senator ANDERSON. What you have. said here is you want that I r-

tion taken out that permits approval: by, the phaInacy and _dluig
therapeutic committee of a hospital. YoU want "only; the things
that arb inthe NationalIFhimubarythat 6hbuld-be sold, isn't that right?

'Mr. Roo H. We want the physicians to have free choice'of prescrib-
ingthose dtugs he.thinks his patients need.

SenatorAn rRsoN. Yott-itot'swaiitthe local hospital to say any-
thing about it. 1 •

Mr. WALLER. We believe that- what you ha, e in your, definition' of
drugs and biologicals, without the approval of the so-called pharmacy
and the drug therapeutic committee, is complete in Iitself. You maydecide that you want to elaborate on it, but i itself you are saying
that most of these items are already included, so there is no question
about drug restriction.

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

Mr. WTLER. I am sorry, Mr. Chairman.
Senator ANDERSON. If they are included whiv does it hurt to mention

them again:? Don't you trust the therapeutic committee of a small
hospital ?

Mr. WALLPR. The compendia listed in the bill' limits and restricts
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 a group'of drugs that, the hbspitAl pharmacist can, dispense..
This is the point of the therapQutiescommittee.,

Senator AND=oso.What does the language mean? The first part
tays the National'Formulary,:does't it ':

&fru1MAL1Bi. Yes.
Senator ANDmzoN. Or as are approved: by the pharmadytand drug*

therapedtic :committee or equivalent committee of the. medical: staff
of the hospital furhishing such drugs and biological. So Ihese are.
extra thingsthat are not ii the formulary as long as-they are approved
there, isn't that right?

M . uxnm.. Well, in bur opinibn---.
Senator ANiFmsom. Will you please answer thequestion;
Mr. WALJm. 'I am sorry,, didnothearit.
S Senator -BEJNNmI May I ask a question, Mr. Chairman .Is the.

purpose of an approved list in a hospital to restrict the variety of more.
or less identical item which the hospital pharmacy must carry so that
it will have a much smaller stock than :would, be available-in drug
stores

Mr. WALIm. That is definitely, oneof the purposes, yes. In other
words, it creates a double standard in the hospitals against a pharmacy
which is reqdlred.to carry a complete, full line.

Senator BBcmiv. 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.

Mr. WALrJPR. Yes, sir.
Senator BENmrr. And to the extent that that is the reason it seins

to me it should not be supported by-this, principle of law., In other
words, a physician shoul not be deiied'the righttotchange a particu-
lar medicine simply because the hospital decides it does not want to.
carry that medicine for economic reasons.

Mr. WALLER. That is very well said, Senator.
Senator AqDzxRso. Ihepe you 'examine it because you just got

through saying the opposite of what you believe..
Mr. WALLR, Pardon I
Senator AIDzFsON.. Ydu believe we should take out that part which,

gives the drug and therapeutic, committee- a chance to included the
things not carried in the formulary I

Senator BrNxNr . 'It is the other way around..
Mr. WALLER. We are suggesting that you take that language out.
Senator Az;Dwg. .When youtke it'out, youl therefore put it. back

to the things in the formulary 'isn't that right?
Mr. WAL tR. It will be'back sothat the drugs and biologicals can

include anything that the doctor may prescribe. 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 pharmacit fbr that Matter. in this particular-
picture.

Senator ANDERso. I wish you Would read it again some time be-
cause some of the doetorS 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 approved by the pharnac-
or the drug therapeutic committee of the medical staff of th & hospital..
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:and you are saying they a'enot to be allowed to do these things, take
the medi&da staff &ut.,'and justthings that are in the formulary; isn't
that whatyou' are saying in your amendment I

Mr. WALLBR.- Mr, Chairman itho basic purpose of this language, as

Senator AN Dn Ox. Never mind. thd bagic, purpose; isn't that what
youaresaying in; this amendment I

Mr. WAua . Correct;rI agrewith you.
Senator Azmmso. All right; thank you,
Mr. WAuzRn. I am sorry I did not hear all your questions.
Senator AtDmimso t, Are there other questions ?
Mr. RoomE. Mr. Chairman' this committee does, not comprise the

,entire staff of the hospital; This committee, which decides how many
drugs can be,stocked by the dispensary, does not reflect the opinion of
all the physicians that iittheiospital.

Senator ANIDERsoN. Are there additional questions? Thank you
very much.

Mr. Harlow.

STATFM14MT OF ARTHUR H. HARLOW, lR., PR ENT, GROUP
HEALTH INSU1AN0E OP NEW YORX, INC.

Mr. HAnLOW. Mr. Chairman and gentlemen I am preident of
Group Health Insurance, of New York, Inc., known as GBI, the
largest independent, nonprofit medical care insurance organization n in
theUnited States that offers its subscribers free choice of doctor. We
now insure almost 900,000 people and process more than 40,000 claims
per week.

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.

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

We hope, furthermore, that just as the original social security pen-
sion allowances stimulated the development of'private pension plans
the bill before you will foster urgently needed, comprehensive medical
care insure 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 otherlegisla-
tion that was originally introduced into a new field.

We 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-importalit, howererid,,iour conviction thtt, if this government
program :i to fun(tion'at, its! highest possible. level of usefulness,, it
should make maximum use of, the strengths of the. private! sector,
Competition aimong private plans has resulted in, ,progress toward
control of costs, prevention of overutilization, and prompt effective
administration. ;Medicare Should profit from ontinuing oMpetition.In section 1&2, the bill provides that -fthe Secretary shato the
extent possible enter into contracts" with f"carriers". to .administer
part.B. What may-not.,be;olear. a=.4 what iwe hope'iyour , ommittee
report will clarify as amatter of legislative intent,,without ne0 scarily
amending the bill, is thatthe Secretary should deal where possiblewith
more than one carrier in a givengeographic area,.

,There iWould.bb many advantages, to competition between carriers
in an area. :First, yardsticks of the cost- of administering 'benefits can
be created. For example, judginig by reports filed with the New. York
State Depaitment:of Insurance,' it costs: GHL'about half what-it costs
its local nonprofit competitor to process a claim.

Second, by using experienced carriers, existing procedures for, the
control of overcharging and overutilization wou[d be included in the

To illustrate; .I seleqtroniomQt*ry tochqk qn the number
of services for which payment should - made aeoraiig to standards
established- or each diagnosis., Specialist consultations are arranged
in!qu t i6nable cases..

important, more than 10,000 doctors have agreed to limit their
fR to the m ratee 'amounts paid by GH,'- Such existing arrai~fge-
mentS will limit fee levels more effectively than-will the mere phrases"reasonable costs" or "reasonable charges now in the bill. Consumer-
oriented. organizations have historically been the most vigorous and
effective 'In developingtechuiques to maintain control of costs.

That competition among carried is administratively practical is
proven by the large number of such programs already in effect., A
list of some of the-larger choice programs in which GHI participates
is attached.: More than (50,000 people in the New York area are in-
eluded. 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 vs we know, in ever' case where
choice has been offered, it has worked out to the satisfaction of all
concerned.

GHIi§ only one plan and New York is only one area where com-
petition -between established, substantial, and experienced agencies is
possible. We hope that ycur committee will recommend that, wher-
ever it can be done, these niependent 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.

(The attached follows:)
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GOouP'HcATvr IxN oj.INo.--LsT Or LAI = GRoupa Wrr-H OHne[I Pwaw*mo

"ew Yorl tem p o ees.,  ' ", i
,*ew' Yorkot ,.mployee. ,
Helena Rubenatein, Inc.

The Amerlcan News Co., Inc,

I,A.M., district 15wOlfare, und(: Machinists Unilon). 't

Pantn?,ng Industry. Insurance tu , , It

Milk lndustWy weffqre fiund.
i[e cream industry Welfare fund.
Brewe's Board of Trade, Brewpry'Worker 'welfare futd. .
Actors. Equity insurance fund.
-New -York -Paper Outters Union. ,
Iron Workers welfarepension fud.
Ofllce Employees" international' tInoi, Loal 153 welfare fund.
Senator Ap zisox,,.Thank youMr. Harlow., ,,
Were you here earlie,r whO w were talking about the experience of

lnsuraAc companies when Mi. Eddy was on the stand?
Mfr. ARLOW. -Y~, air.-, 4

Senator A~mmRz; ! ,do not tt Lik y64 havetime to do it now, :but
therany pdssib~iity that:youimight take a look at part B aid gve

us ypur,,.timate. as to, wether orjlngt the premaiinisto be provided
are adequate for the service to be rendered oris that outside your ,field
of activityI

Mr. HARLOW. No, sir; I think I can speak1from a go deal P;ex-
perience. The benefits of our plan cover an:unliinited number of doc-
tors',visitsto the home, is well as patients' viviL to the doter, There
is ione variable i this'bill that is 'pretty hard i dthatiS the
level of fees. Our plan pays $4 for an filce visit and $6 for a visit to
the home. If those are the fees to be paid, $6 per month is 'lnty. If,
however, the fees that are payable under thisbill go up substantially,
then there may be somequestion 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
visit, the $6 is adequate.
* Senator ANDERSON. Thank you.

Any subsequent ideas you have on that we would be very happy to
haVebe Use you are serving a grt many people, and I understand
serving them very well, and I would be happy to have anythln gif
you have any information on it.- . . . -I

Mr. HARLow. I would be glad to send you our experience on it.
Senator ANDErSON. It would be very useful, I think, to ha7e.
Senator OmTis. May I askone question I ?
Are most of the people that you insure employees,
Mr. IAIrLow. Yes, sir; we only. enroll employed groups. When

ple leave those groups they can maintain their insurance on an individ-
ual basis, and we haveI many thousands of retirees who.have left
emoyment. That is all.

Senator Am rDsom. You mentioned the fact of competition. Do
ypu compete for these groups you now haye covered like, American
INews, taxi industry, machinists, and so forth I
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"Mr.,HARov. All' those groups thab. are listed the,.e sir;- each. in,
dividual member of the group has a choice of carriers. The two most
rTecent in New York, the taxi industry, where wye Wompete. gnisnt he
health insurance plan and Blue Shield, and.we.got the -most of the
-three, then the city employees of the city of Now York,, where we got
twice as many as Blue Shield.

Senator AD8SON. Now then, when this gr ouP w' ip for bidding,
-did HIP submit a bidfand -did you submit a bid also? ,

Mr. HARLow. We all offered-they have a choice of three plans as
described in centrally designed literature. They can buy IP, Bine
Shield, or GHI coverage. Of the indvidual members o the lt two
groups we have gotten substantial majorities.

Senator AND soz0. And you are suggesting wherever it is possible
to ..et competition and bidding forthis service there should be com-
petition ?

Mr. HARLow. Absolutely. These groups should be open to choice.
As a rule, choices are opened again for urroup members every year or
a year and a half and the fact that the insurance carriers are on the
spot, I think tends to make them reform more effectively.,

Senator AND NsoN. I am not trying to commit the committee on this,
but would'yoUt mind'sending down to me th bidding on 'thes two con-
tracts that you 'mentioned where you and HIP and Blue Shield
competed ?

Mr. HAROWw. Certainly, sir.
Senator ANDRSoN. I would appreciate it.
Mr.HARLW. Very gladto. _
(The following letter was subsequently submittedfor the record.

The attachments referred to' in the letter were too voluminous for in-
clusion in the printed record and were made a parb of the conimittee
files.)

GROUP HEALTH INsURANOC,
Now York, N.Y., May 14, 1965..

Mrs. ELIZAmptI B. SPRINGER,
Ohke Clerk, Senate Committee on. Finanee,
New Senate Of/fe Building,,
Washinqton, D.C.

DEAR MRS. SpniNER: This 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-
warded by me at Mr. Harlow's request, because of his current absence due to
illness.

Two specific areas of information are covered:
(1) Examples of the kind 'of materials issued to eligible subscribers enrolling

in choice-of-plan arrangements, said 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 under our comprehensive plans, an indication of why
we feel that the estimated $6 a month cost, for part B of the program, is actuarily
sound.

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.

Also included is the GHI brochure used in the taxi fodustry situation. The
descriptive materials issued in that case by Cie other participating medical
plans followed-the same general format

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

WIthrespect to item (2) ,ovoring the costquestion, the following is submitted:
he highest ish claims level of any of GHI's retiree groups produced an utli-

zatoxi leel of $71 per aiindth per capita" Which approximates twice the leiel of
use for our typical employed group Utilization.

In order to make the most, conservative estimate, we assume that the medteare
program pArt A. utilization level Wouldbe approximately 2% times that of our
active grouP, or appro lmate $100 per annum per capita.

W6 estimated that the eost of those benefits 'agaAhi P6 most conservative, which
are ifilduded in'part B, but whih are not ordlrarlly part of our medical program
(hospital costs for psychiatric care, home-care benefits, and benefits foir certain
prosthetic appliances) to be an additional $15 per annum per capita.,

From this tote cash claim cost of $115 we deduct $35 , rather than the full
$)'which represents our estimate of the cl41ms cost saving resulting from the
part B deductible provided In the bill.

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

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

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 Is sound.

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

Sincerely,
JOHNT 0. MoO0M3.

Senator ANDRSON. Senator Douglas I
Senator DouLAs., I was much interested and greatly pleased 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, ph sical medicine services doctors,
and anesthetists, b0 covered under the basic hospitalization plan where
the hospital normally includes these costs in'its bill.

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

Senator AwDI.RsoN. You know ' 'what is in the Dou'glas amendment,
do you not?

Mr. -lA.Low. Yes.
Senator ANbusON. It restores the original King-Anderson Ian-
Or. LOWw. 'I think it is a fine amendment.

Senator DouoLAs. You approve it?
Mr. HARLOw. Yes.
Senator DouoLAs. I notice that one of your patrons is Helena Ruben-

stein, Inc. This isan organization which is highly conscious of beauty
a4d health, is itnot?

Mr. HARLOW. I should imagVine so.
Senator DouOrAs. And tle employees of that organization sell

beauty and health to the women of the world, isn't that true, sir?
Mr. HARLOW. Yes.
Senator DouGLAs. It sells them to the affluent women of the world.
Mr. HARLOW. Yes. sir.
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"Senator DouoLhs. What proportions of fthe employees, of Helena
'Rubenstein subscribe to your group health inuranceplan?

:-r.I HARw.'A 'oigh guess, somewherebetween 85 and 90.
6hiator D6uoAs.' $o that it h'ey, having lobked the.field over, ,put

'th'eir'bets on Group'Health, is that'right ?
.-Mr. HAflow. It-is a nice way to sayit sir;.yes.
Senator DOUoAS. I think it-is a very eloquent tribute to you.
Did you hearth testimony of the very fine gentleman from Rih-

:nond representing the Ametican Retail Drugg Agsociation, sir?
'Mr. HARLOW. Yes, sir.
Senator DoubLAs. In his supplementary statement, he wanted to.have brand niies prescribed by physicians more or less niandated

into thecdrtig section of t.h bill ?
Mr. HARLow. Yes, sir.
Senator DouoAs. Do you deal With hospital insurance or just medi-

Cal aid surgi.cA I
Mr., HtROW. Currently just for doctors, not with hospit als.',
Senator DouGAs. Would you cae, to express yourself on this ques-

ti on or do you regard it outside your field of comptence, sir?
'Mr.HARLOW. Yes; We have no direct experice with this problem.

Senator DouGLAs. Thank you very much.
'onator ANDERSON. Thank you very much, Mr. 4Harlow, W shall

-expect t hearfrom you some more. .
Mr. Cullen?-,- "

STATEMENT, OF GEORGE L. CULLEN, CHAIRMAN, HOSPITAL -TASK
FoRCE, 'COMMERCE AND INDSTRY COUNCIL, GREATER POLA.
DEALPHIA CHAMEROP COMMERCE, PILIADELPHIA, P&,

Air. ,CtwLLN. I Amn Geore L. Cullen,'superintendent -of personh -l.admlhiStritionof the Striawridge & C.othier, a coImplet'department
:store organization of approximately 6,000 eniployees in 7 locations.
it is as ch airman of the hospital task force of the Gieater Philadelphia
;Chamber of Commerce that I am speaking this morning .

Organized V 1 I 'ag ,baus pi aarm 'over the rising costs'of1
ieedial he t Delaire Valley 6f PefiiisylVahia,the' tsk
force during recent years has periodically called combined meetnmo
with the top offlcerq of the Philadelphia County Medical. Sci6tyjtie
]Pliila~de11hia: Oouinty Osteopat~io Society, 13Iu'Cis'f Orater
Philadelhia, the Del aware Valley Hospital Council, and the IIsAtl
Survey Committee. Through its 'task force' the chtambiw has iu
and supported various recommendations,-inchUdiig hop~ta iit~h~a-
tion commit s a d long-toer nursing institutions, to help assur6 14od
mehdal.iie at ronabI6 )St , ' The Work of thetask fOice rep-
resented Iis ' 'ebe# ifi theinting and disti-iitio 6f 14,- op-.
ies of a 16-page booklet' (copy. attached) outlin~ni;stps. 'hi~hphysicians and hospitals could each specifically tke to hMl p a6huhve
adequhtd medical cre at -reasoiiable' cot. The booklet haq r'ecived
national r6e6giti6i. .We b:4d iewe have an Informed, opiniho :h6
the subject matter of H.-R. 6675. ' .

'The'bok~e; fr'eeirM t 6 folioWa:) ''

-t!O
V00
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HOW YOU CAN HELP HOLD DOWN HE RMING COSTS OF HOSPITAL
CARE

A Pereoml Appeal From the Greater Philadelphia Ohamber of Comnerce Hospital
Tolo Force

INDEX
The Problem. EFFORTS IV SOLVE I

l'he utilization (or bed-use) committee.
Pre;Ldmission testing (workups beore admission). -

The 7-day hospital week.
Hospital services in the home.
Transfer 'of patients to a convalescent fa~lluty.
The use-analysis program. ot iCommunity plann ug-in hospital construction., -
Summary.
What thi trustee, admInIetratok, and doctor can do now.

11OSPITAL TASX IOROU OF ThE D AMBER OF COMMEES. OF ORPATER PHILADELPHIA

-halrman, George L. Cullen, superintendent of personnel administration, Straw,
bridge & Clothier.

Arthur R. Boyd, personuql manager, E. F. Houghton & Co.
Frank R9. Cadman, director of personnel, Temple University Medical Venter.
(George 9. Demni, Jr.* personnel fn ,spital.

George C. Foust, vice president erO,'Perrin, Forste osby, Inc.
Edward M. Morgan, r., iM er, insurance department,R0 b Haas, Inc ,
Waltek P. Paul, Jr., di r of Industrial relations,Philtde ia' Gas Works

Division, UGI Co.
Riti-t6 B-.,kojers,, m ager, heat ind safetyi idustrles,lIne.-
Calvin R. 8tsfford, director of Indu rela ong; -asland Dura ather Co.
Gustave L. Vogt eni6r resea ssis nt,. A ttRe nln Co.-

'The bustnes community of Me Phil elphila h 8 1 ng taen jqst
'pride inits hi pital'Systen in which" ,u$1 olin as n invest It
supports the ospitals, serves on the iarsilps" Ise Onds, nd sponsor In-

ace pro meo e p sto I e u ces aval ble for %at
care. Witho tsuch hel Ma r t one WO I 'hdie cc ed to fUneo

While this xnterist i funda 11 ai - ' b i elyt
without othe in"vet e pr ee qilon of inedlca are itn- the W rid
is baste on wayof hf w o Cont n it' 1 e hen, increasingly', 6tri ent
voices are be rd urging Gove e Into nib rp6netliliiy1 t tinj
heavily month Qtspital tr s the ad or' dot fllas on 11'of
us who'ar r active' e ithods

Success can b ly be achieved wlfn It 'est b lty,'of 1 •tal Oare apro.
,vIded at the lowe 'possibletost. : .

NJotable efforts by pita is, doo
Hospitals here ar engaged in a mpo nt efforts to ake their

dollars go further. king through the Delaware Valley Hospi ouncil they
have set0ipentraag for 1iutchahnig AndAliaddebt collecte- Ma hfve
developed prore8slveor h! sive caie UnhtA, concentrAiibg onnel inthe most
urgent pati&~nt areas. Some a ' aged In trin p to help
personnel make more effective use owho constitute the bulk
of a hospitAlS dorps Of labok &a Well as its'Wage 'outlay. ;:At the'saine tfine, Our
tocal and State medical and o teopathic societieshbave put their shoulders against
the, rl]6i1csVWheet;t eOoerat(4g with ho0pitAls and Insurei In seeking and Im
~lem'eitlnk' XWays to aMn' tb 'nogti value fr6ii the medical carefdollar. ,, Oeers

of the'societigs have Yarged the ptOfessiol to set; up hospital" utilization, tommit
tees and tW adopt 6ther, pr~nlsln'in-easures aimed at promoting wisest u96"Of
health serV'ics. .. '' -'''"' '

*/ t0lcots continue to soar .
r

' r
Yet n"s te of all thathas been done hospital. costs, conth ue to rise.,'-So does

the use--probably some overutse and, hijiddiious- u9e-of o-hipitals. And, con.
sequently, so does the cost Of hospital insurance. since rates reflect increases in
hospital costs as Well as extent of us of- derviees by"poleyholder or subscrlbers.

;'~~~~~~~ ~~~~~~~~~~~~~ ;' ir Is:| " ', ,,, , . . • r. 'r rv
f

:' .
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The hospital taslk force othe Chamler of Mbmnbeirde of Gdter Phfladeilpla--
composed principally of leaders from business, working with representatives from
the hospital and medical community-has been studying the problem for 6 years.
They filly appreciate thb tWo basic reasons why -hospital care 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' Aduld receive decent wages. We can't
turn back the clock here-nor would we wish Wto.

But additional factors generally viewed as contributing to the growing bulge
of the patient's hospital bill can and should be mW aaged, 'Briefly these aT eI,-

(8) Unnecessary hospital admissions; (4) faulty, inefficient use of hospital
services or days of stay due to poor scheduling or weak handling of the patient
case because of adherence to outmoded steinin"

(5) Ineffective employment and deployment of the hospital's army of unskilled
help. Too often this Is reePopible for 't ,e rising ratio of personnel to' beds.
("Let's hire a half dozen more"' is ndt'ay/tie answer: 'Let' better train
and use the people we have" mekes more sense li cqtng dqw n expensive turn-
over.) (0) Unnecessary hospital construction ind interinstttional rivalry
that results -in duplication of services in the community.

A ti me for twio emnepts
The chamber's hospital task force has' been ,Im'pre qd by ,the wealth of new

ideas abroad in the hospital field'today idkatint thaf leaders are alive to the
costly effect of the above-mentioned factors and are tring to take all practical
measures to control them., These leaders are developing new concepts of han-
ding patients. They are introducing interesting practics "and administrative
innovations, all calculated to conserve community health dollars. ,iThey are lend-
ing ear to helpful suggestions made by authorities who devote all their tfme
to the complexities of rising hospital costs,.

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

The purPose of tM booklet
This booklet has been produced in the Interest of the community, and particu-

larly the business community. It offers a brief rdsum4 of some signific4nt cost-
control programs developed here by individual hospitals and their doctors with
the active support of the Delaware Valley Hospital Council, Philadelphia County,
and suburban county medical societies, Philadelphia County Osteopathic Society,
Hospital Sui'vey Committee, Blue Cross, and Health Insurance Council.

All of tlese programs can be aiphieved without detracting from the quality of
hospital care provided-in fact they should Improve it.

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 As a very serious one and none of
us can afford to ignore any ideas or possibilities that cat help stabilize the
costs of hospital care.

nosprTAL in'rUZAT&&'ri(6n8 1rFM-UIEi) COMMITTEEs

A.bed-use committee is an official group ofr doctors from:the medical staff of
each hospital who check to assure that each day, of, care in. the hospital Is med-
Ically significant to the patient. They see to, it that delays In needed services,
procedures, and final discharge are avoided.

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 pbysiians and
hospital administrators that lead to an appreciation of this fundamental question:
"What Is the beet way to give every, -patient -in. the hospital all the care he
needs while avoiding unnecessary admisions and unneeded days of stay ?"

What a bed.t oomiteedoes . .
Though the actual 'system may. vary. among hospitalS, that adopt, the bed-use

committee device, this base course is followed under the committee's continuous
supervision ... ' ' ',, . I

-*1.- All -admissions are subject to review from 4,he, standpoint that nopatient
should be In the hospital on any day not medically necessary. If his case could
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be handled properly qn an out-patient basis, In, doctor's offie, or in a hospital,
his dollar (Inchin 'th9~e hp.Z~ya for Onsrapce) should not be wasted on
needless occupancy of in expensive facility.

2. At admission, each case is evaluated as to type to see if it ig an.emergency,
urgent, or elective,.IPriorit, Is Assigned accordingly, . This means the hospital's
beds will be occupied first by those whose need is greatest.

8. When a patient ceasep to be. An 'aCt0 ca 0Pe" he should leave his hosptal bed
for a less costly, nonacute facility, such' as an appoed nursing hope, a home for
the aged, or his own home-pehapq under he. hospital's formal home-care pro.
gram it his condition requires t,
Medimi temwor& 04 be effeotive

Here's how the utilization committee operates. F!rt,' it scrutinizes all admis-
sions to make sure they are warranted. Thereafter, at some hospitals, review-
ing teams of doctors, assigried on a rotating basis, make a daily check of patient
medical records, to, Ascrtain whether services are being promptly rendered and
wisely used and that stays, are not needlessly prolonged, These physicians may
question a case and make recommendations. If thedloctor in charge of the cae

disagrees, provisions areavailable for review with members of the ut
c o m m i t t e e . , , ! i,

State and local medical and Osteopathic -oeletee have officially endorsed the
desirability of establishing a bed-use committee as an integral part of each
medical staff at all, hospitals., Here the Philadelphia County Medical Society
has applied 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 stmdy commission, has urged that such pro-
grams be quickly adopted.,

Hospitals where such committees have been set up report varying degrees of
success in holding the cost line and eliminating wasteful practices.
Medical socety oornmittee u411 assist

If your hospital has not yet introduced this promising program you should
give it your most careful consideration at this time. Dr. William Gash, chairman
of the Philadelphia Oounty, Medical Society's Hospital Utilization Oommittee
has been holding periodic meetings with physician representatives of utilization
committees throughout the area 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.

1PREADMISION, TESTING - (WOPA1PS O3 APWlTOi)

Ordinarily, doctorq'order a number of toA for thetx patients before hospital
treatment or, surgery W und9rtAken; X-ray, blood cerheistry, urp a)lys, eectre-.
cardiogram',et cetera. ,Scheduig nd pertorn these 6e aDeOften quite
time consuming. " e

Tests do not begin customarily until after the patient-has bew admitted, to
the hospital.. Thus the patient may occupy a ,bed for several days, leaving his
room only now and then, for a test until diagnosis is completed. .For each of
these days, hospitals in Greater Philadelphia charge an average of $41.16. There
is evidence that needless bed occupancy is contributing substantially to the coat
of the average hospital case.

OtitpateA~ test l'ercot
While -it is true that same reqtUfi0 tO must be Pqrformad'under controlled

conditions, it Is oeqiany true tbgt mapY exos*inationA can Just as accurately be
made at the hospitM1 pn an outl1l0t; baels P, day or two before t4 adnissn.
This eomInates lseees. cqstly bed occupancy and nnnearily prolonged-stays
and generally, work v tthe_ pnvemeuq. and financial a4vVLtage of the patie# ,
.,Some thoughtful Aopitals.here havealready Introduced a program that, as

matter of course, lla for pre#;nLs tetIng of PatIeutn whenever practical.
To cooperate, Blue Cross and private Insurance compaies, ue special arran-,
ments to cover pretest on the samr basis as after hospital a on.

As was indicated in stating the problem at the',be glnnlnk o this bookle t.

one prime fatetrcontributing to rising hospital costs (by prolonging stays un-
necessarily) are :some vnisteftl (lays of'Patient care due to defoctx in the hos-,
pital's system ,'6r general, r6utne- This include,, for instance, Nfulty scheduling.
of diagnostic te6ts and examinations and delays in' their performance Pre-
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admission" test admnticaly~ trAntees that 6is kind of delay Won't extend a
patient's stay ince the tests *6re aliatly -completed before the stay began.

Preoettg hoida promise
The Evening Btilletinseditor0ally has called preadmisslon'testing the "potential

key to solving .a problem for which Philadelphia is Justly Infamous." It referred
to l faCt' that the average length.of a hospital stay here is one of the highest
f6 hny nietro olmth area in the. country.',,

Thdre is e~eiryh hpe thift the general practice of preadmission testing, can cut
average length of hospital stay in our community to conbiderableod&gre and
bring it in more favorable comparison with other metropolitan areas. Is your
hopltal looking into tl 0 possibilities of this program?

Tn "E-DAY, HOSPITAL *EEK

"Hxceptnn the handling of emergency cases, many hospitals on Saturday and
Sunday all but close down important departments--such as operating rooms and
those providing X-ray, laboratory examinations, and other vital aniillary
services. What amounts to a 5-day week is the general rule.

Unfortunately, as some authorities are now pointing out, this practice does not
provide the most efficient 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 on Monday morning. I

Not jist your chamber of commerce's hospital task force by th6se closer to
hospital and health, economics have become Increasingly concerned about this
costly situation with hospital charges already averaging over $41 a day and
continuing torise.
SId-and scven-day week 8prcadinO

Eight hospitals here now operate regularly on a 0-day basis. Ano'her has
found tl'nt-by'changing from a 5-day Week to a 0-day and finally to a 7-day week,
it has ftot only saved: money for patients but gained income for the hospital as
well.It eVen scheduled weekend surgery. ' No longer does valuable equipment,
costing many thousands of dollars, lie idle 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 1the. patients remaining- in bed over the weekend
waiting for Monday's action.

What's more, this hospital has not only leveled off "the peaks and valleys" of
Its services but it makes better use of its personnel and has avoided the need for
adding additional help in the expensive, turnover merry-go-round described
earlier, a leading factor in rising hospital costs. Just as'important, it circum-
vented a need to construct ne* facilities, now unnecessary. Last year It in-
creased its operating budget by $500,000 at no increase in patient charges.

Addf lfonal boeefits o fOnger iorlewe.ek
Hospitals suffering a chronic "waiting list" problem should find extension of'

their active' working week' especially, beneficial. : So. would the cause of wise
bed use,.Idnce too often the 5-day week in suCh'institutlons results in "bed grab-
bing." -A. doctor may call ,his patient 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-
otherwiso you run the channel of not being. admitted for another week or two."
ThuS hflss another case f 'the mostly and iIgeless 'lost Weekend" in the hospital.

Tfhe 7-daprpgram' appears to be particularly aicable to hospitals with over

20 beds, fof Wnthese the erhployee Wvrkveeklcan be "staggered." While it IS not
difflCult' to convhiic6 doctotl 'of 'the 6fficler cyof the 7-dayweek, good communi-
eA4ion''With the 'emtiiyeen' is 6sentitdl in eleVelf)ling' such aprogram. In the,
hspitat referred to, employesot work an average* 40-hour week,
received h moderate icoreas'e in. wages,' anI were guaranteed a stretch of 4 con-ttnuousdaysoffe'h2Udfnth( ' ' A A ' " ::
Advanced: tInn . . s 80 a, , ...

Doesn't this seem the type of programing,' that can help reduce costs and
heighten efficlencyiImprove the quantity and quality, of medical care, and lower
the average length of patient* stay in almost every fairly largo hospital here--
perhaps yours?- The- business ,community is counting, on your support and'
encouragement of each and every progressive measure that will lower hospital
costs for the patient and tend to preserve the freedom of hopitals and medicine.
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RCxodprrAL s;RY.I0ES X THN UOME

Some large hospitals in Greater Philadelphia have started pilot programs that.,
make better use of their facilities (thus avoiding unneeded construction) by this:
device:

When it is determined that a patient no longer benefits appreciably by occupy.
ing i hospital bed--although he still may require some hospltal-type services--.
he i 3 dhliaird. Then; hospital and nursing services fblldw him into his own
home.' -Under this program where homb care is applicablO, Blue Cross continues
to roVide benOilts as the patient leaves the hospital for this less expensive
service.

Tuie cost of at-home care, no matter who is paying for it, i' bound to be approxi.
lately 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 patient's
point of view. The relaxed, less regimented and familiar environment of his own
home often hastens recovery. Prolonged hospitalization is disturbring not only to
the patient but also to his family which is usually relieved to have their loved
one back home where tliey can contribute personally to his recovery.' They arq.
encouraged, also, by the assurance that needed hospital services are available in
the home along with Immediate readmission to the hospital if necessary.

Decision for the trinnsfer from hospital to home, of course, rests on the attend-
ing physician, along with the hospital program's c6ordinktr. As for imr.4ng.
service, it can be provided by either the hospital or a visiting 'nurse association.

As re-quired, the hospital can arrange to deliver a hospital bed, wheelchair,.
oxygen tent, physical therapy tub, fracture equipment, prescribed medieftilon,
crutches, et cetera, to the home, and everi transport a portable X-ray machine or
electrocardiogram equipment, along with the personnel to operate them.
W~hat we have said up to this point

All that is needed In many hospitals to bring to reality such challenging, novel-
techniques as we are describing is a recognition that monoy savings of all types,
nuist be made for the patient or the cost of modern hospital carc--whether out of
pocket or through insurance . premiunis-is surely going to soar beyond 1lis
reach.

Some people see socialized medicine as the only solution. Yet it need not be, If
voluntary hospital administration, the trustees, and medical staff will pool their
ingenuity 'and work together with' the encouragement of their community, to,
promote effliency, effect economies and adopt practical ideas that will-with-
out sacrificing the bestof 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 Ill enough to occupy today's costly hospital
accommodations while there is every indication that the minimum, routine care.
they require--meals, attendance, varying degrees of bed rest,- medication, occa.
sional tests-could easily and beneficially be provided in a less costly accom..
modation?

Thi s type Of convalescent, usually of older years, is familiar to every hospinl
administrator. The institution can do little more for him. In effect, and though
no fault:of his own, he is misibng hospital services. lie, or she-:-a'nd their,
number is legion-r is adding to'the community's cost of hospitalization. - Some-.
body is carrying this'patient 'flnanclally' himself (probably unlikely) or rel-
atives; Blue Cross or insurance companies, or the State or the hosp tal itself.

This type Of jatlent belongs In a convalescent or nursing home where the cost
of care--perhaps $12 perday -is approximately. one-third that of, gbneril' hos-.
pital. care. Yet the hospIlttd'S social worker finds tfint soine homes'won't take.
him it he can walk about, leven though* it helps his 're'covery. CnhiplIAIng the'
picture, iqbablly he'and his fariily ari not famllia with th availabilityy of'
altetnate facilities. " - : -.

What $ ene hospitals are doin, .
Isn't the challenge. of such, problem patients woktby of management's best.

abilities? One hospital here has a contractual affliction with a copV4 scentk
home. There Is every indication that such facilities, directly coniiected it ari-
ojh jp6sitAl9, wil mtiltiply eonsptci lousy in' the neft year or two. fMeanhihifel,

n~ru btials i ow: considering foitbal hifliatomi With some of th&'
region's 83 licensed convalescent homes.
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Still other hospitals are coming to recognize---zid this may answer a number
of rising cost problems--thaf one or two of its wings where beds are Idle (per-
haps maternity Or pediatric beds) can now be, converted to less expensive facili-
ties devoted to convalescent care. This Isall a part of progressive care treat-
ment, moving a patient along according to his requirements.

Nurefng beds in short supply
There Is no doubt that our area now has too few. convalesceni leds in relation

to hospital beds. Or in relation to our poptlqtton, for which the convplescent
need Is rapidly growing, These 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 withabout $30,000 for a hospital 4ed.

Perhaps your hospital will be among the first to find a workable day-to-day
solution to the facility-transfer problem. Potentially, this could be among the
most practical means of retarding the danger-laden march of rising hospital
costs.

THE USE-ANALYSIS PROGRAM

Working with hospitals/doctors, on the one band, 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 subscriber-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 utilization committee or

medical staff officers at the hospital involved. A general report finally is made to
the interested company or union.

In b'lef, 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 effi-
ciency of service during his stay; analysis of these reports by a Blue Cross doctor,
and then consultation at the hospital if overuse or inefficient use of Blue Cross
benefits is found.

The utilization report is filed by the patient, after discharge, 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
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 ordering or actually performing tests and treatments; or In scheduling
and performing surgery. Finally, Blue Cross wants to know whether there was
unnecessary delay in discharging the Patient once he was well enough to leave.

Such practices, of course, can lengthen the patient's hospital stay and swell the
cost of his hospital care.

After a sufficient number of analyzed. cases are accumulated to indicate a
pattern for an individual hospital, Dr. Willan: Benson Hat-er, Director of Medi.
cal Affairs for Blue Cross, writes to the doctor Who is qhairmnan of the hospital's
"utilization committee"-if one has been established - otherwise, to the chief 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 its examination.

Working for improved patent.
Under this program, Blue Cross merely uses a case as a vehicle for getting at.

the pattern of delays in that particular institution; to demonstrate how a Blue
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Cross patient could possibly have gone home a day or two sooner-and money
saved.

Constructive discussions center on how delays can be avoided In the future.
Medical 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 175 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?

COMMUNITY PLANXNG IN HOSPITAL CONSTRUCTION

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 an4 duplication
of facilities in q community. Every 100 hospital beds created here adds approxi-
mately $1 million a year to the community's cost of maintaining hospital
facilities.

A superabundance of unneeded beds in a hospital spells low occupancy-the
bugaboo of hospital financing. It requires about $10,000 a year to In al44iA an
unused bed.

There is a general suspicion, too, that when an Institution chronically has a
number of unoccupied beds the temptation is there to occupy them with .patients
who might Just as properly be cared for in other ways. Again, hospitalization
may be prolonged unduly.

To meet the problem, committees or "authorities", have been set up in most
of our metropolitan areas. Their function is to endorse or decline endorsement
of all new hospital construction. Their aim: to put hospitals on a logical,
regional planning basis.
Th plan#ing ageyw for ow arew

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

Some believe only a governmental arm can stop excess building. The approach
here might be described as one of gentle persuasion. Considerable progress hai
been made. But it is only a sta

In its 1964 report, the committee states flatly that the community has not yet
mae bet usx of its hospital factljttes and, a A result, the cost of 4ospital care
Is higher than it should be. ThO, committee tells us that the average occupancy
rates o* the area's hospita!b are still too low (unnecessary beds) and the average
length of stay still too long.
Thb committee believes progress made to dato demonstrates that, if Individual

hospitals are given the facts and v0lu%,,#Ily deteftiine there future prqgr4ns
on thee facts, they will build wipeW for the good of the community aR i whole.
What has been-ond cqn.b-com 474

Millions of dollars arebeipg saved here already for te ppqh~lc 4,y hoap(lt1s.
voluntarily reshaping their ipdivldual capitVl pr.(4mn)s in llqht of overall area
needs as well as the capital'plans of othei hoepitatb.

Some 2,400 beds have been withdrawn or postponed from plans which would,
have involved an estimated coptitrutJoa:, t of $60 million and added an addi-
tional V4 mminon to the annual coot of fb coumwunjty t6 operate its hoqpltal.;

Savings of additional miliQoni of .d9ll 'rt lkewise have resulted by hospital
consolidatlOiii, mriger*, 'and cooJpehti#a.6gibezpmits in recent years.

'Of oouee, some nev'hospital construction and reconstruction is necessary.
Moreover, prlde in hospital Is an admirable and blessed trait in every individual
associated with the InetutIon. But we d9 4otpeed hospital at every other,
street cornet nor a $50,000 machine used once a Inonth when there is bimilari"

I 2Du6bOrss estimates that It the average length of stay onBlue Crow h'ospital'admiW-
sions here were reduced Just 1 da It would save the plan and Its subscribers about
$8 million a year.

47-140-4e--st. 2- 5
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equlpqieit ,at a nearby hospital where, a loan or service-swpping arrangement
iiiay be made.

Are you In touclh with, thehospital survey Cenrmmittep's helpful reports' and
studies? All of u' associated with hospitals will do .welfito follow ts" findings
and suggestions. It is on the right track in assisting us i; work toward practical
planning of hospital faculties., S ,, , ,, . ,IN, SUMMARY ,

In the preeding pages we have listed a number of interesting programs that
appear to hold high potential in helping to curb-the rising cost of bspital care.
They affect the quality "of that cre only to the extent they Wobuldimprove -it

We realize there must be many programs, of similar promise, directed at the
same goal. But the fdregoing make a good start in stimulating the awAreness
and imagination of all of, us who are determined t0'pifserve the freedom, of
hospitals and medicine n gur Nation by preventing the cot of health care from'
outrunning our ability tOipgy for it.

Still, we feel we would not be meeting, squarely, the",pukipo ' that stimulated
publication of this booklet if we did not try to be more specifically helpful. And
so, on the back cover, the hospital trustee'the administrator and doctor will find
what we hope are definite and useful suggestions.

'Mr. CuLL w. Now,this may-be surprisin', at least to some Of our
listeners. The Greater Philadelphia 'Clianiter of coniinerce, which
represents the business leadership of our eight-county, bishite region,
is in general sympathy with most of the objectives of H.R. 6675. We
aprove-the extension of Kerr-Mills, we iipprove the present controls
o the basic hospital plan, and we a p prove of the riciple of a separate
voluntary, contributory plan with further controls.

However, we make 'several importa nt observations and vigorously'
recommend to you several vital amendments to tfhe basic and suple-,.
mentary plans of health insurance, *ns follows:

1. Greater emphasis must be placed onihe use of medical a'd insur-
ance experts in drafting the administrative provisions of.-the bill.
Call it by any other name you will, H.R. 6675 is a potentially daingerous
step down the road of socialized medicine. If we are not to inflict on
our own country the early traumatic experiences of Australia and
En land, scrupulous care must be taken to design those safeguards
an detailed procedures which are mandatory' to.preent dilutt6i of
the quality of medical care and skyrocketing the cost of "inedical
service to all segments of the population. -Wendorse, and most sin-
cerely so, tie prnciple of whatever Federal aidi necessary, -to assure:

adVequate medical service for the medfcil1&ind 0.god indigil W We
think however, that'such car should be a dl-istered at the'lowest

local evel practicable and that existing' private instittitons, such as
Blue CQoss, Blue Shield, .4nd,'.h6 iilsUranc'e companies shiould,-be'
utilizedt adniin'ister benefits a'rid provide all services po ssible uider
the bill. Although the language of the bill clearly points in this dire -
tion, so also should the adof IT;R. OfVT5 bTE ons6tont With
our free enterprise system and die iortant' role of the State in our
Republic. .

2. The provisions on health insurance in H.R. 6675 are s enormous
in theit implication that more time 'and :tUdy Wu st be'gh' n to their
implementatioi. There 'is not avAITbte i' t;iS, country t e p resent
capacity on a proper geographical basis to organize and furnish the
nurses, home health aids, therapists, physicians, shospiital' serve,
mnentt bed, ahd: long-tekrnh nursing facilities 'promised byth bill.
Such' medical capaditie% W6 have conhfldence, can be developed in the
future but they- cannot be properly developed in the few months which

futuej bt thy cnnotbe -41
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will elapse between the passage, of the 'bill and its presently proposed
effective 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.

3. H.R. 6675 leaves only loosely defined many of the crucial stand-
ards and provisions of finishing medical care, and these must be
tightened. The "what" of the bill sounds fine to many people, 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 revew and appeal will the "how' be exposed? With what
speed can all this be done? We cannot gloss over such fundamental
issues as the nature and extent of charges by hospitals and doctors by
saying that they shall be" reasonable.' Page 31 of the committeee re-
port presents, in our opinion, mupcli too p aceful a picture in describing
general agreement on the principles of.charging. T" controversy
over what is reasonablee" has been waged hot and heaiy foi years
among hospitals, physicians, 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 varyfrora
one institution to another" 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. fim $47.54 per patient day to
$19.25 per patient 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 Philadelphia hospital has a $14
cost per patient day for debt service-although it has no educational
programs or indigent care; another hospital, with a teaching program
and providing indigent 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 physician and also it shall ba the prevailing charge in
that community. 'Reconciling these two different principles in! tho-
sands of communities, for thousands of physicians, for a thousanld medi-
cal and surgical procedures will rival the work'that Went into Coulee
Dam.

These questions are not just small details--they go to the very. heart
of. the bill and all interested groups should be a llowpd time presentexpert test~limny and carefully re.olve problems ai d dif rences *hich
are bound to rge. , A staff rittin j.Waspnton cannot w ,ite the
denied criteria and procedure Wc are n edo mw thee pro-
vlions workable. There must be ad uate study p lann'ng, rvew,
and training on a national and Stateasis, by -prson, expe ljn thefields. of medical service. The variety of cost allocaton systeins by
each individutd hospitt1 woti literally stagger the imagination'. Ur-
form medical cost accounting systems And uniform termniologyfor
medical ahd ,rgical procures mulbe dev.eloA and 'series of for-
nmlas for different type of hospitals bo &nstruct&a and Iegotited

or else, we fear, we will ned more CPA's and auditorS thafi doctors
and nurses to support this nexv medical bonanza .... , , ' 1 1.

'.4. All pdssiblo- iea"ures sluld be provided to help control th post
of medical service which is bound to rise drastical v ,in the futu..
Neither premium costs nq. b-netts, are graduOt.W acc;rding to ability
topay orttlinto ac unt otler p 'ivate orpubli, funds wh0i!h map b'
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available to the claimant. We advocate the serious consideration of
these principles to help control costs.

About half of the 19 million people over 65 now have some form of
health insurance. What are them. p eop le going to do about their pri-
vate 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 incentive 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
9 years. For many obvious reasons, the cost of claims will steadily rise.
Here it is s'rprisuig to note that with the exception to mental illness,
there is no maximum dollar limit imposed on any other item in the
basic or Supplemnentary 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 cancel his private plan, there will be
no turning back for him. Ile will be bound forever to the Federal
plan-and either he, or the Federal Government, or both will have to
mcrpaso payments every 2 years.

Although it is reported that the actuarial assumptions of H.R. 6675
are conservative and the profrtidn of hospital per diem costs in the
future closely parallels an estimate by Blue Cross, we doubt that there
will be any leveling of 'of hospital coats 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 prernims 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 this time.

In addition to the rising cost for present benefits, we- are greatly con-
cerned about what th next demands will be for extension and improve-
ment in benefits. We fear this will bo 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 disabled regardless of age? The benefits pres-
enftly proposed would 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 cousins in the 3ritish Isles.

In summary, the Greater Philadelphia ,hamber of ,Commerce ree-
omin6nda that H.R. 675 specifically ncorporate'the following:1. The effective date of t-he basic andisupplementAry plhns sliuld be
July 1, 1967.

9. Provision' to develop iinifoknm' cost accunting systems gfor hos
pitals and cost formulas which give proper recognition to major dif-
fe'rencesM anoig hospitalod as to character :of seriie ' rendered, teach-
ing facilities, and general costs of the area.

a. Reimbursement principles which offer actual ffiancial incentives
tohospitals to hold down general costasand to transfer patients to
long-term care facilities.

4. Provision for the construetlonf kiniforiii ter+hiiology and nu-
merical coding for all medical and surgical sericesaM nd procedures.
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5. Appropriate review and appeal procedures for items 2, 3, and
4 above by representatives in ea6 State from all important medical,
hospital, and' insuring associations.

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

7. Benefits graduated according to ability top ay and appropriate
consideration given to funds available from all other private and
public sources.

8. Maximum dollar limits imposed on the supplementary pIan.
9. And finally, wording of provisions should prevent allposible

abuse by patients and the provider? 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 ow
views on this historic bill.

Thank you.
Senator ADmiSo. Well, thank you. That ip a thoughtful state-

ment; we appreciate it.
I notice you refer to the financial troubles they have in the British

Isles. There are those who believe that some part of that ws 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 matter of fact if the King-Ander-
son bill had-been pass in 1964, there might not have been so many
layers to the c4ke. be ve rue st.

Mr. CuLLEN. It may be rytrue .
Senator ANDmSo'. Thereore f. refer to it because of this date of

July 1, 1967, which you gave, whih might be a little discouragin to
a great many people.

Senator Douglas?
Senator DouoLAs. First let me say that Mr. Cullen represents a

very honorable Philadelpia t establishment which has a long
record o( quality merchandi , andI believe, though another Phila.
delphia company claims the credit, that it was the first bg da rtment
store ito the country to institute a single price system iD abandon
the practice of haggling with each purchaser trying to get the maxi-
mum price,

Mr. CuLLEN. Thank you, sir, for that.
Senator DoUGLAs. I think that is true. And the two families,

Strawbridge and Clothier, both Quaker families, have made great con-
tributions tothe 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 ?

Mr." Ciumr. To enable the proper administrative regulations to be
formed.

Senator DouGLAs. That is, yOU would not be opposed to passing the
bill this year? I I . ,

Mr. Cbur, No, sir, I would not; provided that proper considera-
tlbi is given 'to incorporating some of these matters that we ar refr-
ring to in our recommendations.
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,Senator DouiA~s. Even though it were' not completely acceptable
Wnliihrough the crossing of the "t" or the dotting of an i"and even

though it meant considerable flexibility for later adinistratie deter-
minati6n among the Department of HEW and the hospitals, the doc-
tors , the nonprolit insurers, the profit insurers, and the rest, would you
not favor or would you favor holding up the bill I

Mr, CULLEN. No, ir,. I think to the contrary; I think that'the
greater' number of months which ca eluIj"-i between the passage of
the bill and the effective date are vital terms of getting all these
various organiza ions and societies starting to work to iron out the
problems. I do not ddres you this morning. in connection with iny
afiliation with. Blue Shield!, but, am. on the board of directors" of
Blue Shield of Pennsylvania, and' helped form and am chairman of
its bsc'riber advisory cbuncil,and lam well aware of the 16g, diffi-
pult negotiations and discussions which have to take place wih.the
1nedical- soeiety, withli the Blu 'Cross plans and with the hospitals.
We just have a great' apprehension, as this paper ,reflects, that, th0
actual mechanics of putting this in are just dreadfully important.
The biJl offers a- lot to our senior citizens. We must not in our haste
to' crank'k outndmiiistrtivive provisions provide for sloppy administra-
tion which will disappoint them.,

Senator DOUGLAS. If I understand the bill correctly, it is to go into
effect July 1, 1966. Do you want another year?
.' "Mr. Cmiik. Yes, sir.: 1 believe that year could be put to very good
_adVantage.- :.Your posthospital extended care now recognizes this
problem in per by, providing.for a 6-month delay after the other parts
of ti prograhmiiremiade effective. h d

Senator DOUGLAS. You heard the testimony of Mr. Harlow of
Group-Health of New York. Dbyou favor competition among insur-
,qrs or would you favor regional monopolies?

'Mr. CUiLrE. Well, I hinkbidding should certainly, be competitive
on a regional basis.
. The definition of region you cannot legislate. I think loosely 'you

wi1l:hav to thke a look at the United States and see What is available.
B3ut I think there definitely ,,hoiild be competitive bidding.
;I. do not belk, andt' ht bill itself recognizes this, that' there
should be requirement that tL" ,cretary of'Health, Education, and
Welfare must necessarily accept lie 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, r.,

This obviously cold not be done either on the basis of a 1-year con-
tract, let us say. A min'im um- of 2 or'3,years would-be necessary for
any ,organization to whom a bid was awarded..

Senator Do-Drou A.' Do you have in Philadelphia an organization
con parable t 'Group Ilealth ? .

,Mr. CJTLEN. No, sir; 've do not. We have Blue, Cross of Phila-
delphia, we have several, 'about four Blue Cross Ians in our State.
In. addition .wp have Blue. Shield encompassing Sl of PennIslvania
and of course, we have,'representing 'the piiVate insurance companies,
the Health TnsuranceCouncil. -Senator. DoUQLA S. 'Have you q aiep any position' on this quell iou of
what drugs may be compensated for I
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Mr. CuLai. No, sir. I think it would be presumptuous for us to
venture an opinion. The only thifig I would say with respect to that
question and with respect to other questions which have been brought
up. before your committee, such as separation of radiologists, pathol-
ogists, and so forth, is that legislation, in itself, shotild not seek to
change relationships among physicians, hospitals, and other segments
of the economy that are involved here. I think we should accept
conditionss 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 implication. Here I think we
must be extremely sensitive. "

Senator DouoAs. Thank you very much.
Senator AiDERSON. Senator Bennett?
Senator BFNNmT. The gentleman from New York, Mr. Harlow, was

very proud of the fact that he could underbid all of you, and ap-
p rently, as I heard him present, his case, this is based on the fact that
he lputs a limit on the fees that will be paid'physicians and, presumably,
Will not pay a claim unless it represents a visit by 6ne of their author-
ized physicians. So here we have controlled medical practice.

Blue Cross puts no such limit on the services of physicians who
serve its patients does it?

Mr. CULLEN. Well, Blue Cross is only an agent for payment of
physicians. Bio ,ipgroSs is the agent--

Senator BE.Nzjr., Is the hoSpital ?
]Mr. CULLEN. Blue Shield however, does put a dollar limit on each

and every surgical and medical procedure. You have two different
concepts.. You have the full-service concept beih g sold-by Blue Cross
'for hospital and hospital services, and you have tT-e fixed-fee schedule
being offered by Blue Shield, and some of the insurance companies.
The insurance companies themselves, I think, are split on this practice.
Some Will say reasonable costs; some will say follow the'schedule.

Senator BENNE'r. Mrell, the bill says "!reasonable costs." So when
yoj say in your smmary recommendation No. ' 8, maximum dollar
limits imposed on the supplementary plan, are you talking about fixed
fees imposed on the services of physicians ?

Mr. GCu.T. Yes, sir; wedo.
Senator BEiNxNmv. Thank you.
Mr. CULLEx. We' think that is an importantcost consideration.
Sen iko, A tDESOz. Senator Curtis?
Senator CXvrs. With reference to your- seventh recommendation,

behf_ graduated according to your ability to pay, appropriate
consideration gven, to funds available from all other publicd and pri-
vate forcess, thaltirlates to the benefits., How about the premiums
Are you favoring the payment, Ior insthnce, of one-half of this'pre-
mium for'the supplemental benefits-out of the Public Treasury for all
peop1, including those able to pay it themselves I

Mr. CiJEN. MjV comment hpre,,sir, goes more to the point of the
basic plan. In oter words, I thnk t ould be some kind of
means test consldeed by the lepgil ati, jq:. on.. .

SrnaM r fm lob: -'tha I~ld e
" r F ILLN. OVi 1sy, yOu''ould 460t, utider'the supplementary

plan, charge the same premium, but give different benefits
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Senator InRTs. In other words, you do not favor a Government
ppn providiz hospital and medi*L benefits for that 6rti gnf peo.
pe over 65 WI ap;t6,provid it *or themselves?

Mr. CuizN. , sir; 6 donot.
Senator Cuw-.'I tink there is the greatest weakness of this legis-

lation, JegAse if we 1dertake that ten, as amonde d ilarged
throughp, the coming years, the finger will be pointed to the payment
of bills for-people well able to ppy it for themslvep_ when .you say
why withhold ft from any part of our citizens rearless ofage or
anything else. _

I appreciate having your comments on that .becase I think that
represents a big departure, the idea of 0,he vGoernment etblishing
a program for poople who do'notn'ieed it It does not make sense m
my book.

Thafn you.
Senator Awipmsoi, Does your firm have a retirement program?
Mr. Cu . We ertaqily do, sir.Senator AN DRSOW. Is it payable to a man whether he needs it or

not?
Mr. Cv i. Yes, sir; it is.
Senatoi Ammoz. Why don't you put a means test on it?
Mr. Cuiwm. Well, sir, the program itself is gesred to their earn-

ings, so there is a needs implication in the formula.
Senator ANDEasoN. The whole.social weeurit System we now have

permits people to obtain their retirement pay whether they need itor not..Mr.O. Yes, sir.

Senator A: mmsoz. If a man retires from business even though'he
has %. mrilion dollars he gets social security.

fr. Cu- T, Isir.
Senator ANpvn~.s. WulOl you advocate a, means t for that?
Mr. Cu ~It is a little to late'for that, 5enator.
O5enator ADEAOsN. . thiic you!will find you qrto6 'at on this 41so.
Senator Cmw. A.y p y x"!gt thero, one of the ra s why

socialsecurity has moved aog t hs na that the gners
of it have toldthe American people repe~ktly that 4P indiviualpays
for his own benefits. Just last week the actu ry othe 5oe$ l SeurityAdministration said that of tho present benefidie rie, what thwyhave
already received and what they :a~o pteto reiVe, yor paid
10, percent And 90, pqrcont, wp * by othe ,Ipayers; apd J!0 years
fomnow i{t wilvtryI ,dIgree O0y alout 20pereept. ey wdIl,have
paid orabot20 poret.,. ,,. with ymio that tle Th$, Gvern pnt must , op fait With te
commi4t$ts hq it nqado.' But 1,in~it 0 Atii rinrt inttis a or pi$g. ' p wfr ar. wel * bto do ,it

senator Bsemles. . Cid"in tr is *d of "ns tes in
social securty wJIlq s Otbfe initij on earnii ,ftr ret rement.

Senator BNimEr. No. There ' type o , limptjori or. soal
security. Arqan Wh()Oa~rn9M~o thn.O ~2Qe ~ishsr~iteU_
rty reaued or elimina t .. nd ertad

Mr. Ou11c. There i one other different , too, as I bndershAd it,
and again I am not an expert on this matter, Senator. The social

594



SOCIAL SECUY 595

security is evaluated in tetrs of the tkxes necessary on a, current
basis. It 19 httlated on ah'e nt basis gg-wo v along. The n 0tional
health legislattloti is looking ahead to:0 eonidorble nutnber of year
in the future, akid pr~ojtting %oats whioh admittedly s em to be quite
low in the present, 'but which escalate very- rapidly into the fuIre,
somewhere, I believe in the committee report it said that something
like $8,000 would be required in ttrme of investment on the part of a
Young w&tO One±today by the time he were in position to realize the
health- benefit at 05.

Senator ANDSwzON. Thank you very much.
Mr. C1ttmir. Thank you.
(The following was late re ived fo' therecord:)

CHAURIEB 0# MMROM OP GRICAT99 PtLAb=1Pi1Aq
MOu mEwi iiD r6bu v Oouttbir,

PhidlpgpMa, Pa,, May 9, 1986.
Hon. HaY F. BYRD,
Ohairmcm, Settte Fawnce (ommft ,
flenale )aOom DW~4fttg Wa ,tigOm~bYD i:At j UVbD: AS o result of our privilege of apliearIng in public iitr-
Itigo on M.R. 61O I htt* the iOnm to truiiftt to *out- domfittee the thtid
pr p sed atememt to the bill; rf adopted, this proposed Amendment, in the
opinion of, the Greater Philadelphia Ohamber of. Oommerde, would reduce the
cost of the execution of. the bill to the taxpayer and to the Government and
prevent a mecatabe of its ob61tVem

Po s6e reamig, W tepectf1dly request that $ot offer this amtendment wlien
your eoinutittee to ready to at upoi the bill.

Uspectfully y6ure,
GEORE U. CuumzNOhacr~ws% Hospital Toaek F~ohe.

Pmo~osib Autmi3WTo TEM Soat fteO -Y B=L (A,R. 0075)

The eftective date of the baklc tnd S ifplehientary plans Ohall be the fimet of
the motth follo i tg 90 6l9'nda? days after tie Secretary of I1ealth, Education,
and Welfare has cased to be published In the Federal Register the, complete
administrative regulations and has certified that the following measures have
been -completed:

1. Development of uniform cost accottintig sysWpis fok hospitals and cost
formulas which give proper recognition to major differeie among, hosPitals
as to charaiate* of SWvie"- rendered, teaching facilitie!4, and general coAt* of
the area.- PrOvalons for reimbursement of hospitals to apply only to those
hospitals in compliance with this section

2. Constriction of uniform terminology and numerical coding for all medt-
eat and sUrgicil sekAvie and procedures Which aii rMhidbutabl.

8. Vinanetaf hi(entve to hospitals t hld -doWn "general operating Oats AtId
financial incentive to hospitals to teansfer patients to lobg-term care facillitks.. 4. Develotjment of specific formulas, for, each region to .deermine peaonable
charges for pbhSiciana' services, and moilmum dollar limits established by
region on ea tp of gervce ih the 5upplementarypla~ni

5. Appropriate notice, review, and appeal 'Ptoeed&M 1-Ovidod 1td 01&
pleted ift connection with the specific colitent of sections 1-4 above.

Senator Anww*. Drt. }atiehett-

STATEM E!T 0* D&R #~AIM R. kNOEtIto~ 1tbUoA"11rnAL 1D fOR,
Dr. HAconml. Senate AftdN'fi_,fti S 6O, h~lt e P

is apkasu reto be here, and I especiailk16ht tfi6ih WS&6t6r t-M g.
las for permitting me to come.
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I am an economist, educational director of Chicago Memorial As-
sociation, 'As you can easily se- from the st atement' before ..you and
from a supplementary statement which I submitted ,for the record,
the position I represent is definitely in favor of the bill.,

I believe it should be unhesitating passed. A more rational sys-
tem of medical economics for the disfavored segments of our popula-
tion such as the aged, at least, is long overdue, * .

There are four reasons why a system of medical care, paid for,.in
part, collectively, is more rational than th6 private-fee-forrservice
system:

1. Prime necessities of life such.as water, air, food, education, and
health care must be'universally distributed, Whlether this 'distribu-
tion will actually prevail depen(is upon'. their price, The cheamess
of air anti food enables tlem to be supplied :Withiot consumer sub-
sidy-while education and health care, to be widely available, require
to bepaid for collectively. ' .2. 0uirs is an age of secularly rising prices. Over a mans lif.
time, tho costs of medical care ca, anl l lo, substaitily rke. But
private mnsur ano compaies provide no protection hgainsttis risk.

8. Increased life expectancy and changing emI)loynent practices
are augmenting the proportion of a mnn s'life that will be spent in
retiring, nt. These extra'years 'however, are the very ones when med.
ical costs aro likely to be especially high. Unfortunlately thepuiblio
has not yet fully realized and made provision for the implications of
this longer life. This hazard applied to men and women both, but
espec allyto bomen.

4. Medical care has become more than a prime necessity of life.
It is a precondition to the efficient production and enjoyment of all
other commodities. Thus the implications of the consumption of
health care far transcend direct health benefits. COWlletiVe subsidy
is justified by the larger production and consumption of other: com-
modities, that adequate health care alone can make possible.

With your permission, I would like to add jut.,o Shorti hote.
Senator A.DER8ON, Surely. 'Mr. iIANcNimr. 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 Wlelfare. This was not a misnomer.
It was no accienth thitttns designation was chosen for health and
education of the twin strategic social services of our ecoilomny,. Edu-
cation and educated people are more healthy, and health people can
become better educated, and will better educate their fantilhs. ,Tliesfe two services complement and reinforce eact other, and b~th
education and health lead to welfarer e..

It is also no accident that health came first -for health -today has
become more than a necessity; it isa universatl imperativej an ultra
necessity of life.

Therefore, I- say pass the bill, pass it now. Don't let another,,year
or session go' by.. ]very yr. ithat ?t ,wai is another year of accumu-lating of tfe hidd e costs thatit-dn' in8iad ly itructured system of
neal th aro has dOlivered for our older people.

ybUvory much, Sa, r.

096



SOCIAL Bcuny. 597

Senator Ar D.nSoN. Are there questions I
Thank you very much. I appreciate your coming for the hearing.
(The supplemental statement submitted by Dr. HIanchett follows:)

WiiY GOVERNMENT ACTION 'Is ESSENTIAL To'PROVIDE ILTIT INsuAHCE i0t'

TIE AaED

(By Dr. Paul l0. flanchett, educational director, Chicago Memorial Association)

The campaign to provide voluntary health insurance for the aged. has faild.
After nearly it decade of iMtensive undorwrlting- and sales effort by 77 Bipo
Cross plans, 08 Blue ileld plains, aud 871) private Insurance companies, thq
enrollment gap for the aged stands at 40 percent aud the benefit gap at 75 percent.
That is, approximately 7 million or.40 percent of our Sionor.cIlzens' still have
no health insurance protection whatever, and even the 10.3 million who have been
covered hold policies which exclude protection against 75 percent of their total
health liazards. . . . . ... ... , , I I

The reasons for this unpremeditated tragedy are notto be charged up'to lack
of diligenco by the private Insurance Indtistry, Rather, they are, itnherent in
the structure of the medical care market ItsVlx, For medical caro'in.our econ-.
omy has become an lunbudgqtabje cemwubdtty, especially for 'persons like "tho
aged, nany of whom are already chronically afflicted. Being unbudgetabl, it'
is not strictly ilsurable.

Moreover, theattemit to Insure medical -rp'fot" the aged escalntesniedtc~l2
prices and threatens the stability of the 45"d millln 6utstanding health in .r-:
ane contracts for young and old alike. Thus, the present predicament is likely'
to worsen, and the whole future of health .1nsurance In thbeUnitod States'sta ids
in jeopardy.

MEDICAL COSTS FORTIlE ELDERLY ARE'NEITnER D(1OETAIML9 NOR' INSPDADTE

Budgeting and insurance are both prognostic attempts to, substitute average
costs for actual costs. Two formidable factors, however, prevent the elderly
individual-even one whose Income ts adequate and secnce--from budgeting for
his own medical expense. Likewise, similar barriers prevent the Insurance In.
dustry from providing a firm andeffebtlvo polley In the health'insurance' field.'

In 1901 the average person beyond the ag6 of 05 spetit aipro0.imately $220 for
personal medical care. Such'expenso, would bo budgetablo If'every member of
the group experienced approximately, the average expenditure or," close to Itt:
UnfortuantOly, $ueh Is not the case.

More than expoiditures for any Other. necessity of life;' median outlays fluctu-"
ate ciprlciously and are subject to extremes of dispersion and askewness. Al-'
though In 1001, most senior citizens did n~t' spend as much as $226 for personal
health care, more than 10 percent of them experienced medical bills In excess"
of $1,000. Some, of course, were compelled to pay far higher amounts Further'
more, the Incidence of' the smaller and' larger claims, can seldom be known in
advance. . '

Thus it becomes too speculative a venture for an Individual, or anyone else
acting.On his behalf, to budget for his 'owla expense by setting'aside deposits
basell upon the average costs fof the wholegrup. The-rlsk of exposure' to a
large expenditure that milght'uiider~nine ils whole future, I far tOo serious.A second factor talso'act6 to make medical expenses unbudgetible for the ndt
vidual. This is the fact that any ascertainable average of'.mndieat expehsbq-is
always yesterday's average. ' ec"t.... averngo of ""dic e pe m " i

In recent years the medical field' has become tho "most dynaile and explosive
In the whole economy. Since 1057 medical costs have risen three times as
rapidly as the Consumer Price Index and certain components such as hospital
costs have risen about six times as fast. In principle the problem of budgeting
could still be solved If the future pace and path of medical prices could be fore-
cast. Unfortunately, however, the medical sector of our economy has been
a law unto itself-with prices rising sometimes moro slowly than other prices,
sometimes much more rapidly, and someUmes rising not at all. Until the form of
that law has been fathomed and at least some of its determinants have been
empirically quantified, firm budgeting for medical care will remain an utter
Impossibility.
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'£hese very same considerations gedorate strains within the insurabco industry
such that the insurance companies and Blue Cross also find it difficult, it not
impossible to average. Two requirements are mandatory. first, a reasonably
firm average must be obtained in advance; second, it is necessary to find and to
hold a nonseleoted 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
impossibility that the private insurance industry can enroll and maintain a
nonselected group to which any true average, even if it could be obtained, would
validly apply.

In the early days of health insurance the insurance companies went out look-
ing for the better risks. In other words, company selection prevailed. More re-
cently as insurance became more popular and the industry became more com-
petitive, the buyers of insurance, both group and individual, selected the com-
panies so that solf-selection prevailed. IBither way there is a biaged population.

Purthermhore, even if a rtandom, nonselected group could be enrolled at the
beginning, it tends to deteriorate over time because there Is no guarantee that the
mnembers of the group will continue their policies. In fact what happens, the
purchase of a health Insurance contrilet educates the buyet to a closer attention
to the economies of speculatdn and risk. No one Is closer in touch with the
facts that control his own health prospects than he. Buyers will discontinue
policies for assorted reasons, logical and illogical, but no one lets his policy lapse
because he has contracted chronic illness or thinks that he has become sickness
prone. The insurance company is left holding on to an actuarially deteriorat-
IDg group.

The final result Is that a randomly selected group fails to be attained because
either the Insurance company or the insured makes the selection originally, in the
renewal of the policy, or both.

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

THE SEI-DZDASINo INSUSANOZ POIJOY

In attempting to come to terms with the condition of this dilemma, the
Insurance companies have had to devise a very special contract. They have
to put'fixed-dollar amounts in it like $15 a day fo hospital room and board,
and 1 for medical visits. This is not because tlie insurance companies are
inhumane. It is because of the necessities of the situation. Put these fixed-
dollar benefits-even in the absence of general inflation-depreciate in real
benefit value so long as medical costs continue to rise.

Consider a speciefc case. As early as 1039 North American Life & Casualty
Co. was progressive enough to offer a combined hospital-surgical policy with
a $150 maximum surgical schedule, that could be purchased durig working
years and continue on indefinitely into retirement. At time of issue the
fixed-dollar benefits sufficed to cover about 50 percent of short-term inhospital
charges

As time went on and hospital costs rose, this percentage of protection
steadily declined (table I). Finally in ,6nuary 103 when the Insured who
bought this policy really needed" protect 6n during retirement, he Went to
the hospital and ran up a medical bill of $822.9-zof which the policy then
covered only $62.20 or about 7.7 percent.

What had been purchased as an up-to-date and effective policy steadily do-
preclated into trivial protection-at the very time When it was needed most.
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There Is an even more fundamental season Why -any attained level
o6f corerage'under -privAte' health Insurance tends to deteriorate.

Selling, health insurance has become somthing like war or at football game.
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more, A pa rasti~ hInd of comoe titlon has develbpe.
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This Is 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 Greshami's Law: Poor policies drive out
good. And poorer companies sell larger volumes than better companies.

Nowhere Is thiq rush by second-rate Insurance companies to proliferate in-
ferior policies itore prevalent than in the area of health insurance for the
aged. Not a single one of the Nation's 10 largest Insurance companies offers
any gua]nteed-renewablo major medical or comprehensive policy to persons
beyond the age of 05 (table Il). Thus the elderly are foi'ced 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 6f claims . ..

TApL II.--$enior ciizen guaranteed-renowable major medical plans
(10 largest life Insurance companies In the United States]

CompMy Diluetible Coinsuiance Matimum 8 ,el AnnuAlbeuoflt rq ontrement premium

1. mot'trp tan ............
2. Prudential ..............
. .qutitable (New York)...:.

4. Tavelcrs ....................
. John Uancok ....... ....... No such plans available for senior citizens

6. Aetna...........
7. New York Life. .....
8. Connecticut General.
Q. Occldental .......

10. 4nooln National.......

CONCLUSION

If the insurance industry could write an adequate policy, 57 millotli policies
would be more than enough to cover old and young alike, because there are
only about 56 million households in this country. However, under present cir-
cumstances the insurance Industry knows that it cannot offer an adequate policy
and the'buyer knows that he cannot buy one.

The trnglcresult is that both from the side of demand pnd the side of supply,
a rroltferatlon of partial, inadequate enrollments is encouraged.

Although 454 million policies are presently In force--an average of 8 policies
for every household-we have arrived at a situation where no conceivable num-
ber of policies could be sold that would give adequate, comprehensive coverage.
Thls is because the gapn, the holes, that exit In the policies of one company
are matched by gaps and holes In t.e policies of others.

This problem is one thqt I tioo big for the insurance Industry and It Is
too big for the~monpr0flf corporations. The only redeeming possibility rests
with Government. 1,

In dealing With the stubborn problems posed by providing hospital care for
the aged, the Federal Government would be favored over the private insurance
Industry by four dtstifict ad|Aiifages:

1. It could obtain an insurance ,gr0p without adverse Initial selection;
2. It could 'MiWInt f 6 1 n' bhctinUity o a group', 6hbe enriAIed;
;8..It, could avoid theiparapitle, competitive: destruction In the quality of

coverage, that's. inherent in the structure of. the private, insurance 'ip-
duistry ;and -. *

4. It alone has the flnaniol power to supplement: the. contributions of
needy persons so as to;make an adequate insurance policy possible.." , o

The private Insurance industry hs not been deficient In energy, determination,
o good will., ) But these are. not, theproblem. : Once the federal Government

,provides, r eitable program for the -most pressing needs of the. agedi; then the
private .insurance Industry may be enabled to put Its good Intentionsto work
In devising adequate policies for,,those who areonot , beyond the age of 65..,

* 'natF A iksoi*. W6! wit ie~t athl 0!od 6 6 fii4I0g "10

h(Werepfti4 the committee recessed at. 12:80 p.m.,, to rwconvene
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TUEDAY,2KAY 11o 1985

*U.S. SENAT'Ej
CNHMi'M ON . FiANCt,

Wa8wnto1ton, IV.

The committee met, pursuant to e at) am., in room 222,' New
Senate;0jceBuilding, Senator .,Cnton P. Anderson presiding,

Present: Senators Anderson, SmAithers, Douglas, Gore,, Hartke
Ribicof, Williams, Carjson Bennett, Curtis, MQrton,.and'Dirksen.,

Also present: Senators ikenlooper and Sparkman; Elizabeth B.
Springeri chief Irk. .

Senator ANwprnsozr. The committee will be in order.
Senator HikenlQoper, we are very happy to have you introduce Dr.

Ward tothe, commltteepleaf' .
Senfator HIxOKNL0op. Mr. Chairman, I want to express my thanks

for your courtesy in permitting me to introduce an old friendof mine
from.my: hom~e .State,,,Dr. Donova.n F.,Ward, of Dubuque.,

We have a -rat many fine physicians m Iowa, so I- couldn't SAy that
he is necessarily the leading one, but there is none better in the State
of :Iowa and he is. a leading phyvicign -in the .United States, president

of the American Medical. Association,. and he has held various of-
flas in our Statecassociation ,and the national association. I have
known him :forah od many years. -He is devoted to medicine and
to betterheflth~ a h a yide experience.. -He ishead ofsu ry

n several hospitals; and with this broad experience andhis positionas presidentrofth0 American Medieal-,,Assoiation,I think it emi-

nently lUalifles hMn to sptoak for that associati6nand fortheyviewpoint
of; the plsioians and surgeonsain ,connection: within this: legislation,

I again thank you for permitting me to present this old friend of
mine of long standing and to listen- tohistestimony,.
: -Senator .Aiso Dr. W, ard, -may I .T y. I read. youV. full state.
ment last.night. and it toQk' me nearly .2 hdurs of hard reading to go
throhi t. .Invam,yery happy you hvoe:ashorter,version, today and
wlthottobjeotion your full'statetnent-will appear in the record and it
members ofthe, committee, do'ti- object&wwl! let; you. go ,through
your statement even thdugh At miwfl tm beyond the 15,minutes allotted
toyou andthen have qUestions on it.!- ; *i, I-
-4 hopothe.other witness :won't worry- about.that.because you rep-
resent)mainly State medical societies: and I think:aspeaCg for
the- American Medical Association he shouldhave a;little more timb.

So, Dr. Ward, you go right ahead 'and we will let you finish your
statement audwe 6ill have questionson it,, / I '-

60 t



STATEMENT OF DR. DONOVAN F. WARD, PRESIDENT, AMERICAN
MEDICAL ASSOCIATION; ACCOMP ANIED BY DR. PERCY E. HOP-
KINS, CHAIRMAN, AMA BOARD OF TRUSTEES; AND DR. SAMUEL
R. SHERMAN, CHAIRMAN, AMA COUNCIL ON LEGISLATIVE
ACTIVITIES

Dr. WARm. Thank you, sir.
Mr. Chairman and members cf the committee, I am Dr. Donovan

F. Ward, of Dubuque,16wa presidentOfthe American Medical Asso.
ciation. With me onmy immediate left is Dr. Percy E. Hopkins, of
Chicago, Ill., the cairmhn of the American Medical Association board
of trustee and on ny right is Dr. Samuel R. Sherman of San Fran-
c'sq, IC61Y., the chairman of the association's council on legislative
a1(tivities.

We "ppre*te the opportunity to appear beforeyoultoday, to stAte
Our views on I.R. -675.

We have prepared a longer statement which covers in detail points
that cannot 'bWpresented fully in this presentation. Because of the
limited time allotted to us, my purpose herm is to outline as briefly as
possible the AMA's'basic positionon this matter as -set forth in 6ur
more extensive material. We ask that the longer version of our state-
ment be accepted for the record, and we urge thecommittee members
to spend the extra minutes that may be required to review it. Maythis be done I

Senator AwDERSON. I previously said without objection the full
statement will appear in the record.

Dr. WArD. -Think you sr.
Through the years, Ar. Chairman, the physicians of the',United

States have been guided 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 t. them the best medical care, when they needit, regardless
of their ability topay ,or it. -

This care is pInarily a personal responsibility$ but where the in.
dividual requires financial assistance, we believe that suh 'aid, should
come from his lamilyi his community, and where necessary, from, al
levels of government.

These concepts come in conflict withparts 1-A and 1-B of H.R.
6675. With at least two basic. fundame Is do we find serious fault:

H.R. 6675 would provide health oare, reardleas'of financial need,
for all personas whohave reched the age #6,5 -years, finanoed-by a
payroll tax on Younger, workers which will i erecestewdlyin the
years- ahead. We oppose the ftxing of these younger workers to pay
for the cae of those who can-meet their own ospenses,

Parts 1-A and 1-B of H.R. 6675 would 1)6 fedely adminigtered
and' managqd programs. .We believe, instead that a program,which
would, provide for local administration will 'beat meet t ; needs of
all, parties concerned and will permit medical scienOe to oontinue to
flouish,.

Accordingl., the AMA urges this committee to mlject partsA, and 'B
of par 1 of title I of this bill and to substitute S., 820, a bill to enact
the eldercare program.

6U02 SOCIAL SECURITY
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At the same time, we support the adoption of part 2 of title I with,
certain amendments which we are recommending today.

In your consideration of this bill, you may wish to review our testis.
nony before this committee less than year ago on .H.R.' 11865, 88th..

Congress, the predecessor of H.R. 6675. Included in our statement-
was a detailed andysis of the progress of Kerr-Mills implementation.
by. the Statest th.i encouraging, health and economic ,status of our-
aging population and the magnitude of the unfair tax burden which
would be imposed on the Nation's work force to support a federalized-
hospital program for an entire-segment of the population.

This material is as valid today as it was then,.and we will notburden,
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(a) (2). (p. 15) provides.
that payment for services furnished an individual maybe made only-
to providers of services if arihysician certifies that the services ar6 or-
were:required. This section applies only to request for payment by-
providers of service--hspitals,, extended care facilities, and home.
health agencies. It does not.include physicians. We note, also that
section 1835 (pp. 37-38) in part 1-B of the bill carries the. same pros
vise. Our objection -to both is the same: It should not be neceary-
to require the physician to certify the provider'srequest:for payments..
Since t is the facility which seeks payment, it shoudI make the crtifl.
cation that the services were furnished to the patient and that he wasz
admitted and cared for upon the advice of the physician. ,. In part I4B, as in part1-A, health benefits are provided acrolm the.
board for all persons over age 65, regardless of financial need. Here,.
too, the program would be administered by, the Central, Government°
from Washinton. -We believe there should be a sliding ,scale o f incom eligibility, und'
there should be- State and local administration. We. firther.:urge-
that the program offer the individual a variety ot coverage similar
to the chokes in the successful Federal employees- health.insUrance.
program.

As it stands, partly B offers a sin let e of standardized protection
Which, is certain-to be unsuitable for.Miany:- , Health care needs are.
individual problems and mistbe handled onthat basis.

Finally, we believe the insurance carriers should'be designated the
underwriters of any such program. This would utilize to the, fulest-
the ekperienoe of 'the carrers oveor a great ma&y. years in, meeting-
the Nation's health care needs.,

'Each of these'changes is a fundamental principle of S. 820, the,
eldercare program, which aroused enthusiastic public, support when,
it was proposed: a few months ago by: the medical professionn' Elder-
care was the culminitioniof 1oi'ig and thoughtful Study bytie'Netion's-
physicianstemmining from their, years oftexperencem oarinha for the.
aged. This p"rom remains this day the onlyT one before Uongressthiat' was :drafte in consultation with: the 'med1 a profession. :i

Also inpart 1-B section 1842(a) (8)(B)(p, :)'ther is the pr
vision that the carrier will assure that anyWe,, sii ,wifl be

47-140---,pt. 2-6
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"reasonable." In, part, 1-C, section 1861 (p.84), the, Secretary. is
authorized to establish--by. regulations--method&'-to 'be, used,.;and
items to beincluded,i in determining "'reasonable" costs. This flI.n-
guago could easily be the nub of control in 'the future, enabling the
Secretary to set the range and' typO' of medical services for. Which
payment would be rinade,: ,
.Toilimit the means by. which unnecessary controls could -be inter-
jected, the bill.should provide in part 1-B that the customary charges
by. ..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 l-C, section 1861(b)' (p. 63) which
eliminate medicalspeciaties rom the definition of hospital benefits.
The services of pathologists, radiologists, anesthesiologists and physi-
atrists are professional medical services which, do not belong.in a
program Solely designed to offer hospital.benefits. . '

.We recommend tiat in your. deliberations you explore certain facts.
Testimony ,by.the American Hdspital Association suggests that- it
seeks for "its members ever-widening control over -medical care,,that
it; looks toward the inclusion of virtually all specialties Within, the
administrative, jiirisdictioni of hospitals. This ,ould be a highly
undesirable development iii patient care. Medical care is the response'
bility of physicians, not hospitals.,

SWe suggest, yoU inquire'whether the separation of specialities from
hospital services would hot make it more difficult for hospitals to jus-
tify excessive clhrges to patients resulting from-opera-tion of labor,
tory andX-ray departments.,

And 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 Would
be borne by the lower incomd wage earners. . ' ,,

Section 1861 (j) (p. 72) defines an extended care facility, We sug-Iest that the definition be modified to include'any nursing hmo which
foes' been, accredited by the, National, Council 'for' the' Accreditation
of Nursing Homes as a skilled or intensive care nursinghome,'-or,hds
met the req'uireinents ,for :app.roval',f special health care:facilities as
established by the American Hosp ital Association.'
.Section A861,(k). (p., 74): estabishes a: planf4r.'utilization review

commnitteesto attempt to. deal with tle anticpated excessive demands
for benefits under the program. ,Thesb should be significaritfchanges
in' the language of these ,provisions, as set f6rth in' detail in tli& longer
version of our test imnohy.,

Beyond this,we' must 'state categorically that'it is unrealistic for
Congress to depend on this mechanism to prevent the.dngerous'obveii
burdening of our health facilities. ' There Js no totally effective method
which wi I keep the cost of. the program undet control.; i.J

The AMA favors part i2 of title I which- would" establish: a. new
title XIX in the SocialSecurity Act., The new title would'encourage
Stats: to.establish a medical assistance program which aims at* equal
treatmentfoi' all, the at0gorical public assistance recipients W.b be
lievethis concept has fherit atid _hou'0d result in a more efficient admiii4
istratio of~the;rog -m. 'However,' we' believe ;certainurequirments
fdrt iState plan eed modification.,' , ,
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* For example, paragaph (5).,.(p. 12) .-.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 1de-
termine for themselves whether a, program of medical care, should
be operated by the welfare departmrntor by thehealth department .Further,! paragraph (I) ,(p,. I )Iprovdes.foi.maing medical
assistance available to all individuals receiving aid.or assistance under
the categorical public assistance grants.. -W agree ,with the basic
intent of this propQsal ;, it has, been AMA. policy, since, 1958., :How-
ever, we believe that the States should uot' be requiredto extend, the
AMA "medically indigent" principle, to ,the other three :federally
.defined categories of. ne.ed- r-blindf-, disabled, and families with;depend-
-ext children., We believe this should be optional, not, mandatory.,* Section 1903(e) (p.. 141) requires that by.1975.,the, States:mut
provide comprehensive care ;and, 'services to substantially all.indi-
viduals who meet the plan's eligibility -standards .with respect to in-
.me. and respurces,.,et.c era.. If. our understanding:of the interpre-
Jtations thatare being placed on thl seprovisions is correct, a- pro' iim.to

unish all medical are. for all medically needy persons, regardless of
age or physical disability, will have to beimplementedby 1975, . Thiswould have a m ljor'effet on our present sstem of providing:medical
care for the needy. This sectionwarrOzt0youlbmost dareiul study..'

'We also generally, endorse. title IL, part 1,-which is concerned, with
.the maternal and child health and crippled children's programs. ,But
"here, too, we belieye that some of 'the requirements, need clarifleation
as outlined ini our longer. statement prepared for the reord of :these

Title II would amend the Social Security Act in a numberofro-
,sp0cts. :.Amongtlese is.th0 pro4Aon (sec.Bllp. 218).for comitlory
coverage of self-employed physiians undbr the at.& ',We recommend
-that tje 'committeereject. this proposaL. )In this,.we' are expressing
:.tu AMA .pQlicy of many yearsstatiding.. f. Repeated 4fivestightion 'has.shown that .the~overwyhem majorityy 0f.,the 'N{aion's~physicians, m--
main active well beyond the social . ecurity: retirement, agb of r 65.
:Thus, many would he required' topay s,.QcialAi'rit taX .til/a e
72 before they could r&eive benefits. This would be an inequitab e
arrangement. itepre 'entM an Uhneaessary; and unreasdiablacion
toward one group of citizens against the wishes of tlie Iniority of

The foreg6hikiftpesnts.only the highlights 6f'th amendments to
•,this !egislati on..whl,.theedial; .profession, suggests ,'.Other, Trec-
'ommended cha nges atid modifications -for:eaehvof t hi e selonf te
':bill' and-for .other seetiofig~ theitl ided ,t ohikier ii;f oter
statements ha 1een huc ,id ,tq$ t i ,'

:1inal words.!. What-wa have saidherei wha1twe ,wii !a ;;n dIe ne t
'few 'moments;, *may eaise no hesittii ° intht chambe,''t "thhe
Aiahtest .degree the hand 0 the. natiml e aproyao 1ii8:,i i.
' hj eth0 t-eseewOrds will 'bie 'laref4ly

HR., 6075; if -e gcted int laW vill Wi~fethe'lv&f~1 ~~

~ 1I~' J ~-i'~~ .. ~.'j~ i~1kkgikiI~ 1KtI' A~ .J'rP

'605



SOCIAL SECURITY

H.R. 6675 will introduce into our way of living an entirely new con-
cept of social welfare. H.R. 6675 will alter the structure o our medi-
cal care system for generate ons to come.

In the face then, of so vital a stake should you not once more pause
and consider I

The American system of medicine for generations has-been a system"
!of quality medicine,-practiced through a voluntary relationship'be
'.tiveen patients and physicians, with doctors freelto makedecisions
-based on the patient's specific needs and nothing else.
. 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

engendereded by centralized government-programs to provide health
-care for a large segment of the population. Long waits, poor equip-ment, and laci ities short, impersonal examinations, and lots of record-
keepi g appear to be the major accomplishments of nationalized health
-systems. .an we hope the American plan will be so different as to
negate all these dverse factors I : . . ... * I

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 the low end of the incomescale.

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-
,llusi6~nent is shared by :those whoserve him. 'With the advent of
state medicine, professional discontent apprs to be the rule rather
than the exception. Look again at the experience of the foreign
programs.

.This 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
a Govrnmentfinanced, .Govenunent-controlled and Government-
oriented health care stem. This may be your last chance to weigh

* the consequences of taking the first step toward establishment of so-
cialized meicine in the'Uited States.

While there is'still time, .we urge you to pause, consider, and act

(T full prepared statement of Dr. Ward follows:)

STATRMEXT 01 THE AMEaxoAN MEDICAL AssooIATxQo ON H.R. 6675, SoouL SEoCvETY
.. - AM, niTs oF 1965, a'Doovn A Wws 3, MD,

Mr. Chairman and -members of the committee, I am .Dr.- Donovan F. Ward, of
..Dubuque, Iowa, president ,of the, American Medical Association. .In behalf of
the associatiop, lqt me xt,tht we appreciat We portunity to Appear before
you to present our views on H.R. 6075.

We sincerely regret that such On o POqrfimfty to b6 heard Ql tcls legispltlon
was not given after: It had been drafted by the House Ways 'and Means Conmmttee.
Asa consequece , this comitteebas now bken banded an omibus bill of overmhel-
i projtiow which 1igp j prevAg ots4 boo 4ubje to -phlIq epminatioa .or

Let im6 b'egn Py 't tlng medicltne's belief that i6 cmmltteo has "not Q'nly the
opportunity, but the obligation,"to consider parts of the btll sepakatelY. "1

HR. 686, as It Is now put-together, embodies fundamentals from siver pre-,vlouelv advejiq.4 pl p s, :W4tere~l...wfl dWn rpm' it ;e |eQ. vqre~Io, ill, s q¢ce~sve
Oongresaee, the basic hospil!zatin p1 n re~eaIn s 1he ~g-aerso. bil!h. [
additk~n,'ne4 benedfits have been itdde4 through a supplenmental iriutanee f*4.
gram. A third part, not restricted in its application to the aged, would provide
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increasing benefits to the needy aged, blind, disabled, and families with dependent
children.

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

Medicine has often stated Its view@ concerning these various parts of the bill.
It 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 issues.

Medicine hns 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 citizens, 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,, is too well known to require review here, But
medicine 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 is a science that advances
by continual questioning of existing concepts and probing forward with new ideas.
Thus, It continued to seek new health care approaches which would provide the
-greatest amount of care for the needy, in the swiftest and most convenient way
,possible, and at minimum cost to taxpayers.

Out of these long and careful efforts-during which scores of tentative pro-
aosals 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 financing 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 remains the only proposal before Congress for providing
health care for the aged that was drawn up In consultation with the medical
profession.

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

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

Normally, the committee would concern itself primarily with the finanlal
aspects of legislation, But 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 is the decision 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 Federal Government into the health care of an ever-growing segment of our
population,

There is no other way to say it, gentlemen. You are being urged here to ap-
prove a historic revision of the U.S, medical system. The pattern thus estab-
lished would be the same in all essential particulars as that in other countries
whose health care today is marked by precarious financing, controls, overbur-
dened facilities and distracted, frustrated physicians,

On August 13, 1964, the AMA appeared before you and documented medicine's
opposition to H.R. 11865, this bill's predecessor In the la4t Congress. The
96 pages of comments which were then delivered could now be. repeated as
accurate, logical, and forcful arguments against the adoption of this measure.

But we will not repeat them today.. We witi not again detall the progress of
Kerr-Mills implementation by the States and the continuing iPprovement of
programs In State after Statei or of the 10 millions of .our older citizens who

ave purchased health Insurance, or had It purchased for them. We will not
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treatment for vague ailments with lU1-de~nel symptom,, merely to havo someone

"The effect of pverutilisaion on, th uallty, of AmediCal care iso obvious. jf tb
facilitiesare -beioig iitiligp4 hy~lindlviduala.wbohAte.-Ao. pregsiug'peed for. care,
or by those whose chronic conditions' wiij -receive little .or "no beeirom iw
bospitall~ationj the Wipe_ fac.eiles" wil., W unavailabie~to persons are! ~o In

immediate ~ ~ ~ ~ ~ ~ ~ ~~4,0. 'ed Jtwrk etal~gto.i~~leI h orker. wJ'o mnust pay
for' 'thIs program , crnid Riot get the~carej, ov A. rieinbet ot his family needd
because of the program.. .

Further It mst,,be,Ujnderstqqd that ayery'!te hkppital personal e rqie
to spend itimaewlill., patient who doeaxothave a'n 1Imnael1ate needfor, care, that
time. will not he available.to the patiept ,wbo does have. .a need.!'This results nok
only In frustration of the personnel bpt ipna decrease i eflcenc.

Qperiktlng,,costs, are. also.. IiextrIqably!boun4d with, the.-peril of overutiligatton.
Tftacil ittes areI. overutil1secl. there, twiYll be a. 4 corresponding inrep I'cot
Imagine the. moagnitude, ofthe expenditures thatiwould be jaecessary' If. the
experience In Saskatchewan were -duplicated under thhj program!,. -

*When costs-get out,.of llne-iand let ine, assure yop, they -wiI-!4here area ,three
possible icourses- of, action. _The- first Is .to reduce. the'benpl~ts; , thie.seconit6,Is! to
Increase taxes; the third, Is. to Impose- Government .con trotso .the,' services. in gn,
ikttempt, tocontrol- costs. , Ve know ,welfare benetliaare not4Wle1Y" to ,becit -batck
once, the. public has .learned -to -enjoy .them., Certainly, constantly Inc'ie4jEllg
taxes are undesirable.-, '~

iThis. leaves the- third approaeh-coutrolling , the providing of evceXTi
billi contains; the, inecbanism fordoing exactly that4 *jt would ,exkePd,:eua~y
authority to the Secretary of Health, Edcto~ 'efr~Itreie ote
administration of,iaud.raedical practice In, participatwg 1hpsPltap.-i-(Uoe- of; thits
authority, by Governieit -employees.,to, keep, the 114, on.:, evie,"thus -guard-Ing

ega~st expnd~up, going budgetary, jliitios, jovs be; epte. Ine
Jt canpotbe avoided. , , ' ,*'

Uiider, our systent. of ,nme(icine s ehave ajaskow t reatment 94, the
Individual. has come'first and financing secod- The: phy.QIcIan4 has exetciseds
hnoyledge and.skill to,1 greatest~ capaity, lit -each ae.But: with tfhe .empbAr
815 shifting from Quality to cost,-.as Itniust under a publicy financedd proggw,- a
deterioration in the quality ofcare-is inescapable.;,,Iiny, of, these, problems- have b-. :xecognid i ndot:f th eIa r
fession.' With the, best of Intentions, suggestions' have beq, Jmade." ta. te
solutionAies,10n the construction of more,,health facilities -and- the.-trailng~ of.
more medical, and sucillary . personnel. -,Untgrtuntelyi, .It .tn't quiteta lp~

A minimum of a -year and ahalf,,iR reurd oosrut i ehspitalt 4and
a ninimnurwof V years totrain a phylclav., _Und", the, most optimum in los
and. evenif,,there: were. unlimited -piney tospend on. -An effort, of the rTequirgid

maniudeq,there plAInlyowould be a, serious, tlmelkigjbefore pressuj~q on the e);-
stjPgsqy4teM.. could be relieved.

Testimony before congressional comMittees lgiqs re petedly ernpbksIzedthe need1
for increAsed facilities and -personnel -to -meet -current. requirements and keep
abreast of the country's-normal growth.

Hearings .have disclosed that 20 percent, of the positions for- professional
nurses"In hoqspltalq, iu the: United StAtes are now vacant; that 1-out of, 10Ursing
homes. has nio full-times professional:or- practical -nurse; that.! -'out 'Of -8'of -the
13,000. facilities offering "personal care" or presidentiall careI have no nurs -Ing

Members o Cogress have also been informed that. theSae r eotn
a: neqd for1,0QC0 more general hospital- beds andj sompe.32,00 JQng-term. beds,.
,with the gost. of modernizing and expanding; existing hspItal eingetimated

These figures represent. current, need. 31ow, mueji -nre will exjptIng (nd,
tratened .Aortages be aggravated, by the! enactiient of, Parts 1Aand. 1.-fo
11.11.W 065 Its, attendant prohjejU of, kvr tilzttn Wla ffc antaggrayation, of, ths htTeplaeQ hault fnidclcr avibe t,

jWith- ire~pe4 to, pbiyaiciaiand de t~e~,tas, Q-e.: foecaet-Ah a4i~ew
uiee4~to, be" a, percent exppnslon;i Intt* iimbeiriot.Physitan i~n triliiln& andj
a"O0-percebi- eipa~~r q~ de~tal 1co no1 n otsby,.1916 meqrel to ~ pc

f.lu nnutls .vsdr- the stu.Oent, jH6 to awAr ft ekt h. t 'S I rainiu
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*seeshfis 'ciasm'ates Who, haftve ended .othefiellds .reaP -- ,ards' rom theh'
-education-,at-fa much earlier time. Industry and Government progralns Urge-
him '!to etoteecetfeendegion! and, offer' him- Itidtlcemento th, d6,80.
'hue, i edical ; 9hools may havW'diffibulty' 4n, ctitnu1~g: to, Atttmet their high'.
cal~br Attidtto' they would like, to' hive.1

But when yozi add t tatithe roffpect of (4overnnenb~cottiolortho threat
-of -Governiikent control is iobtained- lft'tpa 1-A 'ad' 1-19 oft tbis bill -you
Introduce an Ibgredient, that W1l1 tWn&tor dissuade the qualifted'studenteven lnore
friom pursuing a medical education. .- . ,1 .
- J'or ' examPl%-1ftglaxd1 biag ostablighodl shoarshipl-prokfams for medical
schaols.- And-'yet the:'nnmber of modlefil students In Raglartd,'has decreased
-steadily-to &- 6lnt -4here it has fflenbeloW thbt 1988, level- somei 10 years
-earlier than the establisment. of lts national health progtaths.

-A& ttffchee On no*, Wsto 1..A, and '14B of this, bill toptesent-a now propOhal
'Of itnequ~kled-'d'1innsfonN as compared 'with ',prlously considered Gotdnint
heath VrogrsinrL .The, total dost of, HlI. 075 to -the Federal OGovekfnment;, in,

'euigthe acetal feattiren, has" been estimated, at- $0' billion. This~ Is ,an
-estiniate., -Volone, know*' today what the actual burden 'on the Treasury. will be
~when et attempts to pay for the healtheocare of elvery person, over 654in the United
'State., tbewweaitby and self-supporting an well asthe needy.'

Only a few nlonths ago, before this, comitte, we noted -the Increasing tax
'burdens on wage earnerehwbicli these -federally'fiulanaced health care measures
will create. First being 'considered was a rai se lu, the tax base to $5,000, then
to $5200, then $5,400. IOur tebtimouy in Augutst 10%4 contAindd the fbllowing
statement: MIn' the -last fetv days a figure -of $6,600 bh been inentioned. hI this
chamber as a possible soclal'security tali MAO - That figure'!# n& longer.* d:th.t
tet'of coujbetnre; it hhas become fact established IA~ Hi 667M.

IWe6 know that In, each succeeding version -of this legislation it~retobtt years,
the-bost estlimateS have' been vevised uPtard---'okr.tberbeefits hale bben revised
downward-or both. The -inadequacy of the previous cost estimates, has. been
dimnonstrateki anld admitted repeatedly.* lItis significant tlatj iti the short potiod
'of time sinc tbe King-Andersot measures were Inttoduced in the 89th Congress,
the house coifflitea again, adjusted the, tax str~lcture' apward, while decreasing
the benefits to be 6ffMd.,- If p9a history Is any Idicationd, dnd' we belle'?e It *s
we can, be sure there will be further inceases, voted inA the okfall W0ty tax
scalesj before, the stepped-up dcedules, as' pwiposed In -this bill, thr6iigh? I~7.
have been'reached.' * -

Ao We bave daid, mans thneo ft tbe coutrae of this eontrovmry 91nd. oirappe"iV
A'aeabeftib c~bilittees* of Cobgftess, th4 isgue here Is not health caro of the aged
lereus no hetlth care. Tis, nev* hsa. been the issue.
'The'rhedieslprofesslon hab alwA.~s held; tbat all Americans Who .nid health

ceare ahduld Voecift it when, tby need It- regardlesii of age or 0bl1lt016to pay foir It.
-We h~vo posed however the- tmderlying 'principle' upo thc .0ia Iesr
is based; namely, that there Is a need for the Federal oeientopvce
health care for evefyfte oVer'the age -of M5. .11'* ' 11. I,,I--
tilarlier this year, the Ameticab Medical Associationl preAoted to -thoS phblic

Its program which proposed Federal-Stato, aesietabee to the aged wvth' a simaple
income testto determine eligibility TbiS btgranbg as-we hare' nbtedi'marked
the-culhlitnatloli of eirte~iiu study and- disictiaglon Within -th16meAdieCl Otbfessl6ni
UtIlizing 'Blae' Cioss a~nd Blue Shield' and health Ingiurlinc c16ip~ae M 1106V
vaodiarleo, -eldor~aro wofild) atthorizo State go 'Vornments toWter the ~ed 4-6
'plete range of'health care if they cannot afford'to meet their own expenses6 , A
btrderoomnievew, payroll VTa w~nld, not be ,n#CessarY Sine olderdare Wdlild eon-
,centrateaatbeeeite i brifiglrig'aid to ihbse who need It. -M11llon W61d.
not be spexit-foi ca.re of the self-#upporting or Well to dft We submit that elder-
care would be a more efficient and more economical system for providing medical
efte fdr the, aged thai thAt pkopoddd in their bill' bWore OoU.
'Troughoiit tho' years, the; phyticids of' tbe Vaited Stter have been' guded

by conceptif of mtedial are' Which bale 116611 developed thiloighi' study, ftexper
lend#- A -ni 'pefonil, dti~ietottai, Wo, believor that all: Afliemiciij sliodld haw'
available to them good medical care. This 'care is primarily a porsodnal r~gpdh'
sIbilitY , but *hrd h'ld~da ejmk fiania 6"fMrC6 III: Mebthttf his
health caei~ens we'btievo tb imb statlce may cothe' #6om his fhdlliy
htw Lftnunity, ' ad wh6*-etreeMry,'-ftd%1 lo t**ofo governnm'eti ' " '

Theseconcepts come in 'onfiet with parts !-A: and 1"-- of IT.& OQ7M. In61 at
logget LW&1 baoi~id tdmiitalGw il nd, Wflot fittult.) J3A -07ft-fold pi*6Wde
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4104no, Ithto need for a stance in meeting health care expenspe,. We stronglFthis underlYing prociple of vi6 bill.: 4, r0t 1-iiid 1;-13'iDf H-% 675,VVOU141
to Oro S-

federallraduiihistbr6d. and, q,,, 11 I$r 'di
agree. We bellev , instead, thap, 4 pXogram'"Ich !*0tjI0 -p p*ldo f ''r, ital ad-
ministration wjjIb6st't oet tpe'-neOds of agpartiesponeerhe ' ,nd 14 POPP#
meolval seiauc4 t6 116urifeZ 1 4 86610t #

Aivording1*, ith6 ,AhfA,,6rg6s this committee b6, reje t arts 4, and D'Of p4rt
of, title 1, of H.% 6676, Aind'to I Oubstituto S., M. it bile to onact I tbe, I elde
P706r,,t' ., we I aii-preDObd'a, sqrles'6f comme Ific'

-A and 1-i-S Whkhlr4 included in out testwohy. WipbelloyethlO mAter1p1
rlYZI byth6m:edloO Profeseloja *111 be hel fA to' th6 committee.

'At 'tbe sqme 'tluie, ,we kipport rthd'adop 0 Of part 2 *fth c itidn
amendmdbto*blcli*d'at 6'r&oitimendWgtdda'y. '',

Before turning to thepe -nnin we should like for the sak: Ofq tU
out thre#-p rov*Wo's of thrrj, aeviaVt6'whi h merit' 6ur *6#461 , oua, kttefit.101.
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Qi~en to, further bteneIon of tIM auihority to otlher~peel1t6e5. Will there then
be(b af~~~ aantte ev'itual absorptio n of all' 0medical, practice. within

hospitals by ho PltaI adinin I tra t 10DB? ~c~seiisi
We vIgoouql1d~ssenit from the thesis that I~e covncen n' pq118isI

hospitals as" fbll4tinie'employ~es is the avenue to 'the best p.9asibie patient care
at thp Ioweqt possible cot.. 2i the contrary, the separation of the, specialists
fronti hi)spi')tal'services will undoubtedly reduce costs, to patients. lu~ commIonI
knowledge In the profeslon that- ih most hospitals,' the operation of laboratory
and,X-ray departtuents,,results In excessive charges to patients, charges wkbIch
suluitcihttfatly, excel ed th'e hctudl operational cost. iThe 'incluso of'eilss

41er6cs as' pa'rt" of the overall chargejende -to obcr 'these"rots" h
oepparation of tlArw specialties from hospital servIce4 'under this legilation, would
'und6uitedly. inaice it modre diffiult for hospital t.o jq~tify' these, cli'rgei on, a
reasonablel cot asis.

lybd~js, by~eias a afrbte cr4han hospitals jn ~k;eeYng 00~
priceotf their services within bounds. In the past 25, yearsa, physicians'o fees have
isen. ,~ iz~ 0 ecnt whIld the ,overall cdst of li106# has Increased 115 percent.
oP0 61 cQ4ts, on thUe bther hanpd, have cliwbed'by 405 percent.
Dr.10iosby also itatied fi- his telegramn that "the* required total separation of

,the particular phyliqians'. services Involved from the' departmnelltal. coit's of-bos-
pit V-l1'iI ieuirek itt tpnwOI'de Ireniegotiton -ofcontracts betwvpen hospitals and

specialists andb~~ h66PxCit.'and third'-''t ageics.11 'This iso an exag
gqrx t ion of 'a, MIoi 6iroblin,'M d~re agumf n tat I ye tbh real.

Vihe eiclilsion .6f 'thee iuedilevice from the 'hospital 'Program would
pndoiibte~diy resuit in ha iifeiisting procedures for some hospiiqis' a4

seie lAskttmsafid carriers. Bttj t would pose no. major problem'. Th'eso
N1topwtfdtire 6uy e to ne~otlatIozi now and can be renegotiated easily and
We wntdtoreMbasize, bowjv~r., that If you free't' i.'nion by' law, I -you

will timoVo tho volubtary 6iaracter of 'the' exIsting arrangements and l6k
gOreaf numbers of 'these specialists Into a' compillsory system against their' will

Finally *' sug~est that the members of .this' om'mit~e' consider thie'financial
lmht fthsprooa the, hospitailzat Ion program ceontemplated In ONi

legislation. Many, pepe adQto ogesp,,are. apprehensIve over* th6
prosiiectfre cbstbf tb Is pro#rApi. 'It should be keptinm'd htheIcuo f

speialsts Inhobitl 'ervc~at estimated co~t of $00 million annual
Woi~d he esarlyinposeA 'ddltnhi 'payroll.tax burden on the program,

Post of which would be borne by the- lower inco'me Wdko .ka1ers.
'Oui second poIit concerns t1ie prooal I'd thia bll'fo'CoiPulsory coverage of

physicians. under social security (see., 811, p. 218). WYe, strongly object tthis

Theaigenits for cmpuls'oik iziciusioll of all $sicians Ii t' system, regar4o.
less' of 414e00' personal 'desires, empt y"'c-annot be appijlied to individual-memb ers-o*
the -medical, protespion, selt-eniploveyed (lctor, rFely r~tIre6,When he becomes

(15.4 Onern for hise patins s aabiI6ty to,,serveathem continue beyond,
)4ptttday, ad, imlilry, bis pdtle t'nee.6 for " Ms care bear no rolitqobsl4p

V16 ari6 tient age writtn into a law.
S~Urveys on "physician retirement have spu~ith yia b8ca ol
required to' Iay soil security taxes u~tUl age 72, before he would receive

benefits.. We submit, that thsscino-h edn' ilwudrepresent
iihnecesst~ry and unreas'onable action directedd "at self-e6mploy.ed,ph4ysiclanis ad
we urge the committee to, reject It.

-Our'third 'Point 'concerns sections 188 '(p. 89), 1964, (p. 90),21874 .(p. 165),
And 1002 (a) (1$) '(p. 126) ,which deal with the use of State agencies- and 'adi-
ls#ration of the'programs proposed in the bill The AmrcnMeilAso

ition Would like to'call the following joint policy 'statement to the committee's

."Witboit respect to Individual oraiatnlpstoi nthe'1sub'stant~ve on
tent of UIlf. 6616, 'the Aieican Medical Associalin,,the Associat lo of'ste2'Territorilal TIealth Officers 'the Munerican Associto ofPbi ealth Phyi
pigns, and, the, American 'Iubllc Hlealth~s~at~,ae In unahnjmous, .aree-
went in,'urgig that the health' care Port lins of -the pIrogrgni eiivlsitoe#,,by 1.11
8675. wbh and If enacted.,uilIxe, the, administratt~e and, medical' cohipete~iceto
§6 found In State health 4epartn~eqts..'ti ~rs~ itrths i t be medical,ar program' rather 'than a elreprogram and requiecoptn dca
direction. The coordination of, And ppicejqrsponsib,11ity, for,. thle ,pogamn



each State, whatever "agsence be t m*v~e tocryot pbi 4)teo
the programs,may properly, bq plact i h i* he~l kh department,"1

Beyond these questions, we herewith offor further Views 'od other specific
provisions of th~e bill:
Title 1, part 1-A

Section 1814(a) (2) (p.-15)' providogs that, payment for services'furnished an
individual mybe made' only, t6,Okprvidera- of- services if a physicianf certifies
(and recertiie, where suich services are 'furnished over a period of tifne) that
the Bervicel are or were required. This section applies only to requeists ,for
paymefit by providerg 6f setrel 6.hbsptitilW~ietended carke facilities, 'and -home
health agencies. It does not include pbjbtciaths.- I -

It'should not be neteas~ry' to 'Vequ1Oj ,he1.phseIfin to certify the, prourder's
request foif'payftiont. Since it is thie facity ih'ok p4ayient, it should
niake''thd certificatiofa that' the siervices 'weri furnished- to the' patient and that
he wAys hdiltted and 'cred fOr V~n: thtadVice-O bfb~Iy'ician' ' 1

The6 further'requirepient; that;' iti thel ca66 of .1ipihti tuberculosis hospital
services', the 'Iphysiclan inust. 'certift'hat the treati~entj could i*easonably' be
expected to (1) Improve the condition for wjhIqih such treatment is ofwainces.
M~ry ' or 1Z0) 'tender' tbecohdit1on- oieniucbe'isW-ithout, justifiction.
It Is ha rdly likely that tho'physician woul a'ur rahunt for a patient. which
Was reasonably not 'expected -tobenefli the tient'n condition,

Subsetion '(a) 'oft section 1814(Ay -'(p. 18) :ftrther.,Vr6#ides tbati payment
shall be made In the case of Inpatient tuberculosis hospital services If thie eeke
M46 floso which the recbrdA 'of 'the' hospitAlIidicatei Wbe 'tnIsihed-to'? theindi-
vidual during period# wheif he was receiVing 'trea'tuient 'i4hich could refisonby
be expected to, (A) Improve 'his; conditionsi 'or '*(B11' render, t none6nulmnicabe.
This pr6*ovlonp)Aces'the hospital administrators Id a :posItt6A of, haviig to pass
ton ,the miediOal t~qh1irehiehi'6f -the' tileaib~nt' f is hed an&d' to determine
w*hetb'er-bospitalizdton"cold' reakgnably be epectod~to,('A) iprbbsoon*-
dit ion or (B) render It nonconimunicable."1 We submit that the order 'of the
Opb'silft fo* 'eh 'sei'vice'hould. be eiuffl6Ieut; basis ou which, the provider

Inh any event,"; the Mrei ent' that the phya.iaccowpany the leertlfichtlbn
with "supporting material, appropriate to the case Involved, as maly be provided
by regulations," Is unnecessary and belies the earlier admonition qgs~ln re
supervision or control. V*.~

Tille1, part 1--D'' 0 'iA
"Iart 1-R would provide f,60 bipleuientaty healthibelnefits for the aged, -1hile

the p %raml fiA'termed "'vyoluhtor '," 064 jnatUre of: the pr6grMAn more-olosely trni

's6wembe a cbth166Ar'v bhalh re'scezt'. Hre, as, In, part 14A, the benefts7 vire
I'prided nero 'the boardfok' af pe ooroer'o aG whether-or tot they, may
be, of "'Atibstafitial: financial e'n.Heto heroam is federally

We beievepart1Bneeds eti significant n~cbangos '*'- - i-.

rrt, w6 beltve stk'ongly'that PiJAdOpnt otx financing health 'care ahould be
eoncentrated'bhi brihiging fid'to those'whU ieM it.' 'We uirge 'btha there Nb Am-
'16 ihOhdwrktt~ri int6 (he bill thtongh'tfiich the elderlyl can'-detnonstrate thoit
eligibility'to psttielpilte End progii ft biOVrnmenfbelefit.t I".

Secondly, we urge tl~at the bill be amended to provide for administration"of thi

'Both" t1'uiehdnleiita'whiceh we 'are beie smpppOrink are fun~damental'in 8; 820,
which" W"Osdrafted, in:,eonsultiftioh 'With- tlhe ' redical rprof(%sion. We can-say
categorically,: tiAt' both' weft. framhed'-fter'long-And thoughtful "con sidertation,
niot only t6 gMr ~aitte needless Oitpenidittfe Of public fnlsi and provide
piaximumi care for those )n need in the one -case, but also to preserve and *protect
the independent systeiiof mddfi6 Ihn i-t'hidc~niry -which hd9 accomplished' so

muchformanknd.'The'enaetment of S. 820*in' leu'of'part6 1-A and 1;-B would
better sel'rve'he Interestsof the ak'od' ' ur. Nation. "

The'eliblilt r~julreimit 'need: be onily A 'uniform" and, himplifted kttment
of Income ns' provided I'.'80 PAhg the' progam, tInde' Stt nrd, local
administration can be easily accomplished by adoptz in h _5 820 pflrocedure foi
talkcintj advaifa 6'-6 the' -e'x 1tihg Krt-M Ilsi meeh ahiAm.,

We~6teWit Iapprova' thoit part iI-B 'does follo#S. 8&20 Ii oiln6 r;hpect; IXt
#ihfifiig preO6Ymei't tOaRhs' a'b& insVrn 640 rie *Int6 the program , jalth6hlgh

hth e'e~ed~ wesihIld'IlkM t& e. i;ThA bin 'iould 'i irniebr fifrthrl' titd-wurethat itbe amended, to follow closely the inittern of the oiltstandI agly sue.
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'qfgdegI employee.e. lbenODOIt Prolmn U' !should offer varey o
pam. ~C b ~eflq ta l"' Q~9, one Aitn h i Ivjuuidsa

The single, standardized program offered by part 1-B Is certain' 0o bb unsuit.
able for many. There should be several alternatives as to types and duration
of care t0 make thsprogram trpl~~l re erwq beleqtelp ~c
carriers shoild bV uccr4ed the'role of U4OWrt9M ututx5pg to tJ9 tult- tug
exporlenco Wbvich e emgtW4yhervteisfCeLhty*l1prpy

Further, we Ovfer for ycgr 0OA041 ao teolwnFzdgt1o44 wi 'th
respect to other provisions of part I--3 of' *b. )$Z1

Uzider pecton IM, (p 87)t pyze~t tOth prAl' q I f srVtPe ~qI~ec
ZAtloAi *AdI wo4fiqtloa bOY rue pylaa w'ho SAA obaitlep =Ae 0i4e~
as- to, twos Mlwa4ment, In Dw, kr 4" -4R Ip$ l$ bu, -re py We proydx
services should be xeq~re t* mnae Any certwctlpz 44 to tu~ se"le 9"r, "AO

b etWfiat~oA *@A incluad tbQ otatewm tat 0e wrv~ceo were, prove 4eur-
suait to the 4irootion of tbe pOysjQl~p 8 ajUd t 419w 'Qf tho WRPbv44i ca, ''I
eludedi In tMe tompn

Section 1840(4) (1) (p. 40) an4 (k) (J) (A. 47) aquiro t~ h pt1.p
Miums P&Ye*ble wAdor pert 1-13 s te*e1pbtde4wwtfo tbR spcV wA~Y Qr
railroad retirement benefits PAW4 tA the *u4gq1ay-'9461V W1# tUOey iid
vktual should have the 0~g416 t b~ e so e1Qcta, to M~y his premium 9a A aiwtc volune

. Heotim 180 (a) (8) (R3) (p. 5) provides ta the CATOOe W411 s*~ CA
charg torw enlss qlder the VropAM will be "reQ~pozible." , -tis10 cuo
."mwAsonJlW caw meam smytbipg. It opeas the 4oo~' to phypiciau braisen
by thos directis the Ther~.~Ire aro owty olugis 0"w botwea queatlozlps
a physician' teesr qUMM0oning t hiMgmevt, and th94 qU400iouAO Whe course of
treatment bo has prescribed. We roqowen tAbeU tbe ter 'etniA be
used, In iten of "reasoxable."l
. This setion should further provIft that *)Ac qu ~tnusailsO-they apQould be
settled with the assistance of the local medical sooety. This ts the p~roce4urg
which bn asuccessfuiiy, employed for yeo'x by Aloe Otleld #4( priyate

Section 1881 (p. 88) contains definitions which are applicable to pVart -A'and
part 1-B. In section 1881 (1) (p. 71) , "posthospltti extended care services", are
defined as services ftrnisbed:An Indivldude r f trojpsqr from a i~~~ The
section rovldw tbl*t the patient nuot. beamdixitoq to an extqno1e4 j~pX~1t
-withiui- 14 clays after, discharge from, th0 hosptt Wo belleve9 tt;#A~ 14.
day Proviali should be en4ga to 0 4y " Th14 WQ134 rmtt4 ~Patient to bePlaced li a tinroag home, within the longer yp t fh4Iqpesi
requiring him to be hospitalized for another .day period. Th a44l~o~ xo
vision permitting readmlttane to the 84=404d care .0l1ywthn~ iya ftor
a! discharge therefrom to renxoable, but We queUIAi w~e; this torm. qlogy
-whether the patient looes ap to 14 day# Inw tbp uolpxi hoIpo place the sortio4
provides "such Individual shall be deemwed Aot to hAve, bee dtspharg4 -ft tMh0
extended care facility It readitted thereto wIthin 14 days ter Awmrge tere.

Section 18861 (4) (p. 72) 'defines an "'extended cavo t4dilty.v." WeVo .sgep Pt
the def~nItIon be. modifed. to, Include, -In 4tdition,, ntiro$g home Ww14h has
been accredlited to the Xatop Council for the Aceeltatgon of ,Jurshg Wome
i~sicIlled or ipltenwive, ore nuraing home, ot boo met OP M r 94Wrgn~ tor ap.
,proval.of special health caxe facilities a4 eptAblIshe4 by the 4n*rAn UQVpW
ASeclto 81 k (pA 74),9 whlch deals. witb, utliatgon revv,* provloc "ha

wheree ircumstances require, the review may be made by a group fr~rn ixtalde
the facility. We suggest that lines 204418 pAge 74s be ch~Aused to reqd 1(I) which
is -estawabed twy the local Medicpl sOWO~e i"Mausf hetvgu~~.gqpIr
tWGI be Vpfa4DOpt Id0 ;QftQor all 0f the Aooep~als #p4 qriO.44oe1'%~tOe
in the OmcUy; or (HI) it *, * V0

We suggest, If this mwchaimJ knoh s~,ta ub~ctloin'(4) ,(pt 7, 0)p~
ILOtbro~ih .16) be amepde. 1 aflos 04)
t thelfsttlo 4aand to 1vil twI foot5P9*fizi~ng (ade ftew ojPrtqg Wo nabate4A~ py~
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by thO; fijeicla M44M 0 th' wtdAt e or'06up Wit tarthef'staf4i
c19 Zof Wtho WOO ut 10. n 664 c1ly too4ftlryIr 14 t r tlmtlid1#0 I W61WO, thfg'shbskilo -ghoutd' be Aweud6d "td'Viddd6 lw

Mutil*V; frotd 0101, ithbill to?, P siftho'kild' bithOve vObb 0, thd titftirA
tlon review "Mmittees tablimb. , "der the b%
itailees sOrroundin I ad I tons ar&diseh 0 Olt at bthw Iteftobs which
may' W toquired of "V16W O&Ihttw hiod= 1o %V111th sti&'1101110 061ald
a ri s6i

Whiw'*e itwon-thl W$trtd g t at' too
much-Mlande Is blactdln: ftwfition, 6A 1126''ittilwation rovw* Otowttt4
as a safeguard against excessive demand, and overburdening of. facllltles , , * I

In, a, number of Atlft l ft.' titilizatidn''revI6W toftinltt6ei UftV6 otbvft Mir
value'alld havo o ftmpilohled the 6bJectite4f6t *bl6h*-th6y *66 do&+IvW' , ' Silt
theAb were Undorzl6ftil c4Mkd#Atjos ''The 4it ation which *01 MAW Oheh
millfonA, of elderly Apetift6d d6ok bon;Awth tCU11eV6'thenW6fves'6htIt1Od t6
oriddr this prograhi 0111 bb dn$thing but 316MAI.-

Section 1801(l) (p. 76) relating.0 "agreements for transfer fk*t4h 60ft4ed
ii6 WIM164 412d-fidWtile to *ill afs 4116thdigWifts "feH W

adeb lagftefdont6'aV6uld'bb'ft6k6n. WeAjVsed hd A&AAlty- to.* ftUAdIME'
the, nuinbor of qualitted lIq6nWd iotWiddd (Aro: fatill'06W, ZoV Od 1 *6 Mw i"k
gU& A I ift0hion Is h6e&$At- y ift VrI1610 to laiftft Wit'OftOO lubdiftli ffifotinati6n.
eohcerblng, the patlefW will, W avatlable-, 1, Tba rv4uIremftt -6f dn agm, went
Odiildboo'the effiwt of Olacing 4MIttled nxittlftg bfteb ulAdOr ftIr 60* tWei
dimadmht4p.

In the event this subw1lon Id bot d616 W6 would recombibilA that 06 wotds
esseixittal to assutitit": (P.'' 77, lift 10) M SiMftft ftAd 1W, VhftjW '1dWftb16'- In

Orftr' 0 ftnutbll, W -sub9tituted the WIN would Domt; th6 lifteltmon bt
a Mir6ing b6iftd4bidt Ukd ittftVtOd In WW, ftith W 4fit6ir Ift& AVI'atttment
with 4 b oqpltkl, OhM th#j Re&etAtt Iftfift that to WOO tb0:fiWWi*'hWe: twder'
the provistoM of tho bill'Would b6 th-ft bobt lhterWs of thd *-Oifttmity"

Sedtibn 1864n) -, (p. 70)'roquirc%'thit i Oldg Ovibring' h&M6 hMth vorl ei W
evfAbMhed .*It In 14 dog OW dlWharp fMtn 9L h6gpitAlbt oxiended-thre tacit-,
ity. flotift t*o6mM6qdod 'With, ropwt to admission tb eltftded care

It ) K %06 belfv 'thb'jfid&'66 1&be extObdod td Oimtt tbt p kn .b6 b-,
listed w1thill 90 oaTs

'S, ti '' 180 t q -;08)11Mlt;NA1 It WA to by th-ad& 9V A''
ed 10 e rdj* sifid'b 16 all

til, 
16,*dS6

I* h ' ost, dw ftt b Idtoil l
and publieWbmi &'t6 th666, wh1dfAiW telMdd -b 'thb' bAfte(O Wid 00$ therA
peqtlcscowmitteeq;.ahosp1 1. The. ABIA feels that"C dolinittdn ib at uhnoe.

Patient, Ith r Peet
to''Oniiiendi4j, tbbio- to 41%* Ai ', d 11A.I 6,lklWith, 1 1 t toAh6lboy"O Y
Wobld tli"6toby 401h)d bo req* Als c.. I hiq&'O th6;
basig 6f tho Irld dual tAtt t I a tri tdA haifo.

'Mw*1 AtI6A--b6f16e6 ifia Odo k i j)Wtect1O#'6f'the'
Patlehi th6 bi(Otlp* Io6d an wocoift s66 h6i"dwh g t Oit "bAdr Ich has met WiOWA6 16htk 6 't 4t 'a'* ihOld Aft tWribod'
11f thO,"'Ot 1q:'Ophd1t1_6" TherdOi6;,yVQ Vt uld titto WO daettoll
of OP040A I 0104'With'M Mil, §, 6 t V z *d 140. Ohhteli iffaPuft-A 'Olt f6f,- - 0 .6 it- Ov
Mefit, of ',1010-* r0,06fiobl"O coat 6 AO i2l( #1V6h ridth

V' ;d 
hi'de-'to,040ibil4filj" JgulAtiou' Ine"t od'd to . , d .' 4 C-4ItA164 Mithor W 0 W& W int,

ni, led o146,1n, thb-, hi W stl t Ot 6 ft b el tin order to'llmit the'ihmi Y fe LhI ttf net- 0 t to"Urd t" j ifif tj ed.e,0%
Section 1860'(d), (p6- 00)- proVided that'if tho OecrttAty Mls thfte le a. #uWtA*,

tial failure to' make t ' huctf Mviely-.0f utilbatiou of lolw stay, Cafts In a hospltalx"r,
extended care.fnellityibe'lansP, th-lleubf Wininatingi tin" apeeuWt, with.. the,
facility, decide.-that -with reweek to.atiy, , Individual admitted. to tho'hospitaVor'
faMllt$ atter a-date ispecified by hitni, no payinentmoW416-made-under the Dro.,
gram after, the 20W day, of .a voutinvous period, of serylosi "NO, reemmond that,
there be',W day " notice ftquirM under, tbij, Mkboection.to'Ortelade1he p0albilitsl-,
that& Uelft,%Vllib6,1*naliwdnltpouglihe j

101YtWovides for dotemina-uoifte',otel-WbilitY,6r."itud,
appeals by the Individual. Subwtlon (b) would authorize the individual to ob
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04,rpal. It' venuq. to, rapect to(V., T 4)" Would 4*09, (t4
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the Proo , uIrements, for. a.-AtAtemuL, Howeverv 7 bp4eve.tbat certain of the,;"
PAU *U1WiA6dIfiC&tft6i
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We not find endorse the provistona-witl ti'iiuth6riz ' a for'' Oie, or, .nized
individiials'In tuberculosis and Mental boallitAlk' WO 61= that ' Ifielift
la?7 188) requlrep that payments could be made. for, IhFtt1tUt1onh1t'rar'e obly fil the
elent thitAke State- demonAtra tee lt.,httiiiinereased'total--mentiil*heRlth expendt-,'
6,reR. .7 We do not am the relevancy of requiring that payment, for. tubereblar care:
b a. Wed go Inc' reaW, mental beAlth expenditures.

Section. 1003 (e) (P. 141) re4nlree that by 1075 the- States thlast. provide
re, and services to. 4ubsta tkti ally sill IndivIdtialijWho ineot tbe', plfthis

jilbillf'y --with-irespect. 1o, Anefte *and rebouft6sll etc..' Tho, bill,- does,
ncyt.,define' 1 c6jnprehenslvs care and servlmli- nor. Is Welefir 'AsAV thb *xtent -of,

.p. darik:whp, tire. designated, as,-I'substantially, 411'; Individnalh'' M"
xesnureefV V.rvv,&

Oe! 8 014 .Plictib111ty .standards. with. kespOct W! Ineoine. Mad - ly 37
IR'being-Interpieted1dr menu- that -by INS

ne dj In" dMd UA16 I n the State; regardless -, of, so', br. Ohyalta I disablUty; t i011, b6 z
t, Jfj
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nWor ftoctoii our pTesent'syst of porldl4g miedkil c4relor',thqne This
eepUbn warrants pAreftl stu
210le Hi part 1; -

1,16f, thigltift, Ili dnd, child healthin& the'
crippled. ehqdt*Wa. progr nls. Wfitlo'*O gepoially Oidor q thls part'of the bills

,A
we belfov& 4hf sobael"bif the 001616he t6m, diriftatfin.
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dt ei ' Oiooa n, vadef. Whiih its VCOU'ld b -6, hi RO6 -td
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cgr6-bf:&IpOl4d cht1dreb,'parwilltirl;
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recohimend, additional domilderatloh of this'. WAon _ioAvqId dtlpl wtl df Idt-1
14 , k . I , . I - i 1 11 , 1, 0 e1X

fb.'148) W6W& aihkid tU pr6vislot of the iftA , IiA,
defloh 7 904 a tft I'And child,

h&lth i1nd' 'M6p16d-'ch1ldt6n16, program eatablIshitig, requfi*i 6nts "'for' State'
pldns t6-;pto#IN-'ftat'tfib State- lans. for thOW progIM8 -w6nYd, after,INTil hhVel td lti;646, fdr pRyi e901i,k en b 'cost of lnpaft6t h66bltal*IM khndfiMs-ap Mied hY t%0'9' v ' fitted'P_ OOZ*UT$ '-'U ., k.B
earlier, we believe the State.ifiould pa t tbid' = m. ?!__d6E1t,6f N4bAjdMq

116*9W 14 Vf -the 111"WOIM4 rgt 111re
6ch6daild-Oieschd6l c6q*6h. 0 bent. bt thig

%16 ikO'hj*feft t6 clilldift"ahk ' ' ' -
'W#t0filftly Id dreat'wlth' cofteehtiatibna -64 16* IM010.0 fft Illei"' but
tiotlitt IdtigUA96 -irofbis -to, 4ohifften-41ib, 661 ii6t o: the1 = e''the ''cia
caude- -they iard ftm 1l6W-1tf&o6 or, rdOoiw bww thoj,

en idw-11a6vio:
families. In addlU the terms."preschoolil an4 "school!' age sho ild'b6' hn
W 1 10 U d Od

Fly, 61P 01 1 tprj#qtajjon tbio"*e"' plist ati ago, rafig* extiehd1hk hV* fiAnc* tbfbbgh, c6l e
O'' ',final -adzi &Ont ofi this' brd#1816W 110 tha ild6u , ''fi,

UVOU this cOM&ItteW t6,AROMItWthOk ther,6 I Is" booi41AWtf6i'bbt 0"zj this pro-,-
gram, and the maternal and child health, and, tliol"c",O 010 , Olldonvi* Ptbkft
asIbOY''Wdh1d, be -nihifided bylb:6 'tV tI f$fOjji,Peftaotit tz, ,M gow

AL';,iP"9M169-t1Wv&OAon!1-6 'dp6' taba UJAY."r 01000 wbtoh,61106 r &I " 0'as to avold'diaplifttloh As iofth it"",
$00ta;, twowity, aMendm4

'WO title wouid:! itake"ndmerous-,'amoildinentato , the OASUAnd d1sviblift,Insurance pr6vialbug of , title 11 of. _the Social,- Security, Aft -We, Would, h ' dvetf,',urge again, that -the committee 'delete, the #roviston. (geai .811) whichprovides compulsory social security ,toverago'for self-empl'oyed-,t)byst4mdns;A di
for InterjW and residents.Tho American Mediml %I AafteIgUou,', vtMch0 Mre"Util TOW46"thAN 70" eor approximately 2M,000 *of tho physiclahs, Ifi- tbI8,-cOtMtrr, -hitj ' .-VMV

9WO 19400;opposed Inclusion of ph slftnb unddir title'Ir Ot the Socidl -Socurlij A t; I iltjdtt i
policy''that has been: dd6pted by: our house df , del*atei over:111id 6V6f, kg%%,.Y.br.,rmwons- stated earlierl'wo siabmltr thsit this s qtton 'of 1 th tjOqjjdItjk! blit,
vr6tklti,',TePreWUt',Unn-eaftry. ,andtifire4sonILbib actl6n'di At OW-OiholoyodPh.taletans" ; We me the committee to TePA#.

flectidn 808 Amends the deAnIflon a disabilityb 'ith Mnating"the requi , rem , entthat the impairment be "expected to result In, death Or bO Of lOng-continued and
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Indiftet duratin." This'; M, effect,, would .permit, disability: payments,.9 .fa
teMporary 4isabiitTv co loing as it extends over a period of 6 montb& or mnorg.
We belfevo 'tbAt'the character of the program should continue to. b one, vhleh
based "on" 'a coh1ee~t' of 'Vermaabent disability.'- Accprdjngly,, we c93me

'that' the definitlozi Which now-exists in the law be retained.
(Zoice'ning thi~amendment,, we -note thAt seetlow 1862, (pp, 87489), pro*Ides

that' "'jio'paymelitki*a bay'&niade 'under part A or. B for any Item or service fo0
whlch 'jiytent'h'a ben'maiu or, 'can, reasonably bo expected to be Made un-der
a workmen's comp;nsatten 'lW or plan of -the -United -States. or a St~te.", Thi-
provision" would -,eiixtiato! duplication -of medical benefits. and, hospital , p lUI

in h~oie benefits t6 an injured, worker already covered .by,w rl~e.' cornn
-oation, bft itt would'dob riothlngto, prevent duplleation -of oompen1satQ.l4fo om
of wages trbin th& *orkmen' ompensation system. 'F-urtbermore, If , th c0fRg
In elton israndit- would: greatly. increase' the number of 1ndivilus
.who mig~t receive" both Wovrkmen's c6nipnsation and, OASDI benefits gfor los
of wagdo 6*Ingto 1'tmpior*f total 'dlisbilityi- ,HiR. .6076 does- not ' r're

restbls t6.s6-talfed'Wost ~Ordislon which *as ezforcedtlirouh AMP$ an4
whiohfqi1td OASDI to, re duce'lt It-Income, benefits !by, any. amounts, alr's

Under 11 6675 it is'possible for an individual to receive: BQCIaBsvij
di'sab-~v - -Rfit6 f~%r A te;npoitirY diiiabiity' 'while he is also receiving workmein a

cWWbe~I -i' " Wd b16lieVe,'tht 'thiW - ay'i' lese the individual's. iiucenive t
. M-1 W6W:4&. ' Gthit, the -offset provisions, be reinserted so 'ta mndi-

viduali cannot 4e*ofr double benefits. ' ~ .- -

We ,trust that foregoing suggestions will be helpful In the committeo's' 2qliber-
atifts., We lfur thr' believe that the experience, of the.-Americ'an Medical Asso-
cibtdoh~'60 'its ineibere~would- cbntrlbute to -any. discussions ~cgnceri~ed with
de*el6V&ttf atny p"rogran,' and we etand ready tolcooperate-in thisregard.

And now, Mr. Chairman and, mbmbers'of the committee,. a few, IWO .words.
What *e' havd said; here and-what wewlsayiin thetnext few momepts may
cause no hesitation in this chamber or stay In the slightst, degree the ,hand of

the' Snt te'6aprbVal, of 'this bll. -Yet 1: lope-I, feryently. hope-tbat these
wr4 will be cearefuilly. Weighed. ' ~ . -' .*-

lIt.'367611f eiutcted Into-law, will- affet. thb lives, of al w lie. toda,an
the live of our children and our children's children.,. HiRl. 6676, *111., introduce
Itito',i ou way- of* llvhig an entirely. leW concept of ,social welfa re. ILH.R 075 Will
AI'teo thb structure of our -he dical care system for generations to "come,, r,1

I'the hliee then, of so, vital A~ ~ake, should you not -one more- pause -and
consider? ' - '-J1 ' *-o

1
' ,

Y,6ti r'fmIUae with the insejiptions on the National Archiveq.Bilding which
*reOad:"'Wh'Vats lpastisprologue-land "Study, the past.-,"1

'Tolrtr&galna glmmering of 1he, shape, of."things that. portend asa adirect
result-bf. teactiottyon' Are boeing afiked:toD-"tke:let'vjtc,oxaine the pd, Lt us
lok oIr~ *moment atigoVernmnent medical 'systems-in otherpa~rts ofi,thQmiyop

WHve'natlonal medical schemes resulted- In -medical, health, or wczoi4io gadin
Has the health of the-publle Improved -or madi- gins whichL su *s l7ase i
6ur country *-7 Hhsmedical: science advanced In countries wltham eiz~d ' 2d,-
cIne schemes, comparitble to- Its, progress- in the:,United fttee?, Rave .there bm
O6coomicgains to their people'?:(' A*-!. .-- ( -q

The'anfsweeridi "No" to all, of these questions, VI - a 1*The -tiyskelan iF (3efanyiwokn ider th e 1suanppln
sees, am .average numb-Or, Of patients ranging firorn50 to 100, per! da~y) with, some
physicians processing ast lnany ~as-SO to4OQ patiezita per, hour~, The ayertige- oge

--tonsiition In' Germa panellpracticee .1 0-minutcm, -anl 111o priwttPer i Ii-
dustrial, areas, seek 40 to 60i patients. Iibisofice, And m1 sn 16,~ 25 me

~lsitsper dab ~W~t a 10hour day, this allows vttnxostonly,7t 4mjue o
;e~i' t latefib for -examinationi- history, taking,, preecription , UA:'avltime .'*d

certlfiatiIt! vey lirted cholpe of physici~ini n ~

I th formm fillingt*Ad otheripaperwork., M1hepatkent Is pot~so mnigA trepated 4s le

,''?In 01teat. Britainiin 1O8,,th-e average -p1qA40P geugraA'apraeI Itioner h442V7
t-patIe~t,,*v his list. 'On n average of ,-i adcps t9n16,perptem
per year, and in a 49-wieek,y ars tihe; phyp400 rtAA VTPd,)_ n Of §PrYAc pr
week..or r per day pmija 6-~, Ztss ~ yrgsq~ jW iis con-
sultations per hour, or one every 12 minuteii 'Akain, thi mcud~ 0leor travel,

47-140-5-pt. 2-?-
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4ordkee~bng, tlb suanRcebi certificate, history takIng, and physical examIna.

-°Ini 8Weden,,j)atents complain of.long hours of waltng to see the zliys1d6an,
:bf disru#t diagnostic procedureS, of lack of privacy, and .above al, of the 4iM.
culty of getting assurance of continuous treatment. by 'the .. amne doctor and a
god heart-to-heart talk'with him. -These complaints 4re.readily unde'sandable
Whenwe see that about 40 percent of all medical care Out ide of ,hosjpitllzatton
Is prOIded by hospital outpatient departments, where the great nupaberof pa.
tents to be'treated in a short time makes personal, contact diico.it.

And so the examples go.- There Is nostatistical evidence t 9 advance any theory
thltt socialized .medicine schemes have resulted ,In an*,lmprovemeit in health
beyond that enjoyed by the people still served by private systexrs of'medical
cra. As seen above, the contrary is the case. Long waits oor lequlipment.and
faolitles; short' impe.rsonal. examinations, .nd lots of recordkeeping appear to
b the major ac6mplishiaenmts of nationaise health systems.

The# disillusionment of the. patient: Is shared by those who serve him. tlie
doctOrIs appointed as the unwilling guardian of the. treasury .to ration, the
46heme's benefits. , With the advent of! state medicine,, professional discontent
appears to be the rule 'rather thanthe exception., Lok at,the"e eyents of the
list,12mollths:

-In Belgium, a strike by 10,000 Belgian physicianss .was ended w6n 'the
O06vernment conscripted moft of the M.D.'s into the armyand oidere4 them
back to wbrk. Last November about one-half of Belgium's physici struck
again, for 24 hours, to protest against reforms they contended would bank-
rupt the hospital - -

Italy has had two strikes in the last year. ThelaSt "one took place on
April,12, 1965, when 20,000 doctors in Italy's public, hospitals begafa na-
tionwide strike to support demands for higher pay and a hospital fnoderniza-
tioh pfogtam and changes In staff appointments... -,

Physician walkouts were threatened in both Germany and sweden, but
-were headed off.

In March, 196, the British Government narrowly, avoided a -strike by
Britain's family physicians. They asked for more pay and also complained
strongly of the health care facilities which are paralyzed by slum conditions
and outLated'eqipment. K ' , - .

These Are a few,recent examples of the problems faced byphysicians which
were engendered by government programs to. provide health care for, a large

isegmefit of the population. Can we hope that the American plan will be so differ-
ent as to'negate all these adverse factors In the other systems? 4 - '

The qtiestidn afiawers Itself. -There Is nothing In the history of, nationalized
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
kases markedly.. Yet they are similar In that they provide g~vernment-controlled,
tax-sUpp6rted health care for all, or a large segment. of the population, without
regard to needs' of the people, for financial assistance., This concept Is funda-
mental to H.R 6675. We can hope for no better results here.

The Atnerlean byetem of medicine for a great many years has been a system
of quality medicinee, nt mass production medicine.-,; Its p-system of private
medicine, practiced by private doctors treating private -patients,: free to make
decisions based on the patient's specific medical needs and nothingg else..1 Forget for a moment the staggering, though unpredictable, cost of the pend-
Ing pogram., Ignore the administrative problems -that Itwould create, and the
burden it means for wageearners at the low end of the Income scale.

Look only at the Intrusion of Government In the fieldof medicine, which can-
not -be avoided if this measure is adopted. With the quantity of care thus re-
stricted for 'the sake 'of controlling costs, the- quality must deteriorate, - The
patient Is the ultimate sufferer., Look again at the experience of the foreign
programs. - -

Tho adoption of H.R. 6675 will seta pattern difficult Intlie extreme to reverse.
ThIs program cannot be tried out and easily canceled if, it proves unsatisfactory.

This may be ourlast chance to Ask'yoh to *rite legislation ibch will meet the
Nation's needs and at the same time avoid the pitfalls of a Governm'ent-financed,
Government-eontrolled, and Government-oriented 'health care system. ,This may
be your last chance to weigh the' consequences,'of taking the first step-toward
establishment of sodialIzed medicine ift the United States.'.
' While there Is still time,-we,'rge yoU tb pause, consider, and act wisely. .
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.Senator AND~AIsoN. Senator WilliamsI
sena6tr WIgWAMS. No question."
'Senator AwDaSox. Senator Ribicoff?
Senator Carlson?
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-
tioni but certinly the Kansas Medical Association, with which I have
worked as a Go"verfir of a, State and as a Rpreisentative in Congress
for many years, and I have fbund'that they-iusually tome in with go d
sound advice, and Iarp pleased wit ithe statement made by Dr, Wardthis mor66ing which calls attention to some of the probleims that I see
conifronting us in the future in egard to 'the possible costs' of
this program..

You go into detail in severl of your sections but I was interestedin ysur Statement whre yott dls Uss,1903 intregard to whe :w may_
be6 hedingi tho future, _ai aictio'n which will hav t',be implemented
by 197h.
I apprecite your calling our attention to it because it is one thingthat has concerned me,
Ithaiikyou vermuch.
Dr. WAR. 'Thahk you, sir.
Senator AxDm~soN, Senator Curts?
'Senator Cvuirs. Dr. Ward, what kinds of tle practice of medicine

haJveyoube engaged in -.
Dr. WAR., In general surgery, Mr. Curti s.
Senator Ctr m". **w long have you been a doctor
Dr.W ThWr -fiveryears _.S senator CURT.Why is it that doctors have opposed medicare which

will start out as ho0 italization, aad now it is hospital plus medical
care fot all ttis peogpleover'65'regardlessofneed.,"

-What sthe basic objection t
Dr. :Wii.' The basid '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- i this Ar0a..
Senator Cuwn. How does our sysem of_ medicine cp are With

other medical' systems around th6 w6rld IAt 'ti presnt time?
Dr. WAsp. I think that our system is the fiest mediealsysten in

'the world. I .
Senator CuRTI. Would you briefly cite some things that- prove

that. ia
DI-r. WAip. Well I think 'robably one of the greatest things is the

advancement in -ie scientif fields, in the fields of diagnosisI
tlerapeutice,and techniques. The fi that, since 1948, approxi-
mat y29 , four doctors have been winners of the Nobel Prize forSoientfli'Ahieveinent., ,. . ' .: ,

Senatoi irs. Compared to the rest of the world?
Dr. WASP. Yes, sir. When we compare it with Great tritain

8!ffd1 ito ition~aliation of medicine in, 1948, I believe'tliere has been
onlv one such physician designated.

Their' rate- of hospital construction has deflmtlycome' nowhere
near, approaching our, adyancement in this fild.
:o1 fafmil doct Went Vienia to Btld tas tumnh06tctice

621



for medical students and youn-gdoc to'rs figt iiia;,iB ln
and elsewhere to study. >.. '>

Is thit the trend now? I
Dr. ARD.No, sir; it is just the-reverse.

sento~ 'u'rs. Al ofiese'b foutriies & have, sotme'§6rtl 6 syse
0f"Evernm~ent Mi~iAA'.

Yr.,siu
Senatr Cui'ri. 6Weere the oih doctors aidiieal students

of th" v'R -df therhi fn the fnest and'best istri6ctibiis?,,.

S~iaOW lu'rts Ten would, you say thatW &v!Aed'a Governent
Ialirograi in ordei tkW ifiindr6 ur'medical systein' this cbuntryI

"Dr. WAlIP. No, 6r. t
Sentor Cuwms, Our problem thennarrows -down, tothe fact'6ha

~u~ce ha~0 -be fnst nihedical stri the' probk&-,w far ais 'the
pu~bi ehr~e stat part oforppial~o~ ' o alve

tile income and resourcess to6 itaftthe111ilVes, of th *8ysam' that is
#round them; ;.isn't. that right?

Senator Cuwrxs. So when we meet that problen48 fvih'av'done 'wii
should be done in the public sector; is that your opinion

Dr. WARD. Yes, sir.
Senator CuwRi. I am thoroughly cohlvicd, that if they -Yg pele

free hospitalization and free medicine to inaMividhals6v r 6 5 Wo 6may
have unliited. capital assets, s6me of. hem-mxayhav the highe'st in-
come of their lives 'anfd 'a ,great naiy"6f 'their ThuA;deriS 6iich as bu-Ing

ho ., paying for life insurance, and-educatin hi hld'l~vgoh bt'o'nhv ome reir n thi I am thor~iige
convinced, Nfour pebple alretaetpafo rdii fhmht
it is only a matter of time when there willU bproasli onkis
to extend this'free care to people below 6,and = il Wd

'Dr. W~. Ys i.'
'Seifior c i1nvri& H ow 161d areyu

Dr Dm. Sixty
Senator ~ ~ ~ ~ ~ 666 Cufi.Xi.XJA opatc n~cliine 'for' fw*eis

,:,r. WAR.Ihp ,'f.
-Calto avix. 'iit, this program w"All havel its inipad for ii~any,

inany years to come. 4
'Waft i s your best obJ'eqtive o pinion' ast6 what su'~-c a dourso wquk

do to te, practice of medicine, not, from the doctor's standpoint" but
from the pate t's' Poke eiansd
iLniost, ihevitably goin~,d 'tE, 6eepi ed aI hsmtig hr hti
I What is' going tbe'its effects o n'the futlur& mead&I~~Iedh'y

tem. so frathptinti oncerne in' te ye~rt' t16 4he d?''
Dr. WARD. I think that the serIce will. deteildate;! so3 dqs the

patient is qoncerfid. _ We kno ta 'b4e' h budetf Jh1 . he
pr tieot"fmedidiie, there ig qnly. one fIndividual w6ji suff~r; and he

Senator.Cunris. ~I8ta ~ntehsoyliohi aiY?

aor' D6a1 1ia be d a ilrfk Mot r 1ut4 0

8 o 0 r A L' S E CMMUUMTR
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Senator CuRm. Now, do you find that all people over 65 as a class
have hard, time Taying their bills they owe you?

Dr. WAIW'. &;O iSW.Senator Cuis. iow doyou find the situation with respect to

young . people in their twonties, nd.thrties and fortiss anad 'soxA who
are raj ng youngters and'_e#Uct 6g"them anma4yb0.payig for-their

own education and buying homes and so on, do some of them have some
difficulties 1 .

Dr. WAw. Yes, sir; they do. ,

Senator Cuirs. Would ou say, t at perhltS dome.of th heaviest
or most difficult financial buOiqle to 'carr for medic al purposes is
with t younger and middleaged?

:Dr.WI. t isvery'definiely,
Senator 1CPums.. d youhave no objections to ospital jind medical

service being provided for the older, people who cannot provide it Iot
themselves? ..

Dr. WARD. Nonesir. We have supported'this.
=Senator O . And, you are not iadvOcatingthat they nave to show

they are paupers but that you 'wantsoWai reaRsonabeh6w6ng that'they
oug&tto have some helps that right .

Dr.Wiiw..,A simln!e ptatemeitf income; aesjr, sr.
Senator 'OCii., Now I wan",to ask y. s0peth, g els. .
Frankly, we live in a 'lay where it is r Wher ' f 6linabl. i- some sec-

tions. to. ridicule and, criticize our pysicimns. I do no agree with
them. Youprobably 4have me people i yqiir pfession -vho are

scalawags. There are a few in po~it icvs,6 a e. Bu)TI d ndt share
any such view. I think you have a noble profesion 'and the fact that
every person in every family has rmpet 'orand confident ' in the
family doctor is one of the finest tribute, I know,

.Now, tell- me in a layman's, laugge, if.ivou canhrit will , ult
in the. 1r"6 r in bettr medical carof ;this -bill pass tif those

spec] alistg, radiologist, andthepathologists, What are the otier two.:
,Dr.,WAr. Anesthes iolog.ts and physmatrists,

SenatoX, LO ns. Yes.0
p atitioiers ! e than u irtheospitl sectn or ion

Dr." WAD. -Because the sic M th62 ifio dgi s,' pAthoo&it 4
anest folo ists, p ysiatristq, artrQA d medical men;they render

m~4i~c ervjce. Thes e ot' h pItAl so'ics adWei felthat
if thy a~e~nc~uJed nder he hopita orihtth s ll 1 lead to

control, an, tlat , itw ill pave the way for other spealties to be taken
heh x' ial, ysteni : if

of~ ~ a he aqpi~ aarts ti PatieAtinth hospRi who0. d~es not re-
quirethjservices ,f 'e spqbiaists pays a position of it andl i, s for
bed costs?

Dr.WAoiThisistrue, YJs,, 9r, t.is
SS~nator Quwxs.,-Jdonig before i" was raised in bill here,

I visid a niew liospitlin my St8 W.horo'e, pev die m rat perbe
or $beo jMnati1 aver adblw 'tlgr

ilid vh",, sThy@id prthearfly, ,'W do trove te
patolog't: and r o.og st and so on here, and that other hoSit4
doarry it as part of their hospital, absorb it in their gene!lorai-

tion, and it increases the costs of the beds."
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b yO U in' th "k - a 113 rU
Dr. WATm. Yes, thl',ig -common ki 6wlMo "i" - jiie! pt6f6ssion.'0 Pg I.- , , , i I -, , :1
Senator Cu-gTxs. Yo u as a surgeon know that is trft I
D r., Wpb. Ye4.

661edd t6 fh6 hospital cl
14o rV in" 'r%'Uft'jsPaidA6 th'o 81%

'191 t
Dr. W uw. Yes.

01 ms. Rh , I1at is 6,11.
-Aoat"S naitpr

Senator Mormg. Dod'tor;oh"the'ftt§t, iit (if'th""'UM RMA
g. to gtUdy

ator Qurtis ho'brou& u this matter of,goin "Wrd' td; :"; 1. 1 H6 8. I A A he'' *68 -a OilngOA -y"" - ai on man bl.4"fiffiR d''
went'. 'M Qh lafef ih 61" thhf, Whell I was, a! y6itnk kid,,'m 1 Ath6i

Germany, he was n M.D., aid lie went to G-6mn"*
wentto n any hateto
a"it'itbut this was',602, ypars -;x'g6,,so'I-cou1d -811bsth:nflaW this. -'' lle

hot be" g-'61n'' id Ad" ' &Afit 'Oo lh6
uke- of indoor, Whon'-ha had- " tioiN6 1-obtil& afiy Oh6rC in

'hi ou-htr- t T6xI.-,- V bel% e,
the Niorld,' came OA is', y, iii, f "It 6 ff(mst6ill.
for a V'ery"de im -.-oppratioo'n in whic is'cofintry litti esiablish'd, a
reput4*te 4,

Ailt "to u -0 r'your forthri" &,,6t1hfqM. elfit i
., bb 'T)&t6r;, 6 gh

Dr.WAD.- i6; sit.S, A,',' A yt -- 1 7?Onat6r WDW )if._ SojAjjf6j re
Sen' Oditi. xfl), 4166.ator, que-
Son ator , A;N'DM1soii'.' &fia6r"Sma th&s t
SenOor SkA RS.',* No: Ques1H

Ofittim"in, Vwas'ho'fable' to b&,ift the hear-
i4g, ro g' qur § tem6nt bu t I' justh6id the tO " dof'Se

(turl -en n-
ator' rtis' qitestions,

D6yo -u think a solution nof 'Iliis P' 'ftitidiiN 'Oi6bleiii; ielkiffig, io., Ape-
cialistsjxiight 6"to allow t)iosodq'etor who -Arto' iAdticWtl *O $h
th6 h6spi6i -an y

pre ir present6666%W'l A~and. thoseyffidividualO 6- "d in, v 6 a t
th6W'6w' biill4.3l otil d'b 6'allo;v 'e'd 6 bbAl

mw.. 4qfii&l & ranphidliy e6ntiSe 'Bl' k-,mo tW "in a" given hognator' W:KBrr.. It -seems L !" O '- Ito ren or a servldbm, 'a in iv,is, a-,,,doctor' A " ' 'th'i" t h "M O.Kq em
8164hfig 41W.,' ki his' 6Wi ariafignitht- W''Uh-lis Pdflplit- f(
have that- rlvilege, an'd-itthe' f r, doctor's who" "iuld b6. -6 h'

.0 1 y 61 1 .00on rac a uAdor AA-04t'-N ithz th h i 7
s err. on, a y as

Id64 their oivjces 40 'th
Ua y PA " f ' f4 aC

mut" -tls ac pry they sh6iAld, to perinifted"bd "o erat6, on
that basis kinder, this: law.

Dr. WAR6. Aithe biltia' now w6ttoni, ho cr n,- siiilf do-Viai- * bl n-
taril afid'he chn- also d'o kothiq'Ol'. W6'.dqn't'lAieve,- li!6*o e'
tha-Maiight;Oh6iild 6' ' 'h by ft looslation.,

SenatbrMniim .Y* wou 'Pr6 er t6, k'e*bp-fh6- o(jr .0- 1hos 6
ba'dividiials who"'. y A)# tp$f4di as IfidiAduals' A fid" tfligr owh
bill

'Vr. WA". "Ye .



SOCIAL SECURITY'

Seator BENNxrr Thank you very much.
Senator AN1m.nsONk" IDdcor,:you say. that- . I .

eacho~ t~e~chages Is'a tviiAamentai prinqibAe of S. 2O, the bIdercare prograli,
eachalof bed c hiat C pli 1 4 pr.

Whcrg'j ipt es4 etii.sti'ihOspo
Did'-the polls ever mndica'tt r~, ibi
Dr. WAU. Yes, sir. .

Senator ANDE.RsON.'Thejdi1 ,
Dr. WARD.'Y Yes, sir. ...

Senator, AD~Rqgwic ne
Dr. WARD.A Opinion eeiarch OdrpA of prhieo',~
Senator AwDERsoNS Yes.

Wiethat fl''nc6d-
Pr, ~ Yes if~t a ftranem. iy thd Am~jOiW~'Mdical A41111

soeiatiofl.,,
Sonator Az~nRms6i. Did you r B.et' the "Ierfdiu aited?
Dr. W~iwm It was o,~ veiiCtf 'th peoplsr
Senator ADRSN WAS i11?

.D. AR. p id'task fo nMiOplnate report.W a~skedtr

survey. ~i tutl
Senator ANDERS ON. Y Vi't(Tpi~~l

Dr. WARD.; The' Gallup pol'je, i;w renm, h 1 1fli
polls.

TheCOilpp ol _A.qtAupAry,4, jQ~ stfted, that wlien they ildI

people' *f theyv iew"thie' pvisb~ of the mixedli blte King-

Anaeson i .440,perce4 6 d hmdidnot" k6*ht tr ll1 yfinit
They 1w146 fisnoml st ht it Covexred T Ih6h.ti w
sAll wese, e wh6le ball Of wa.fhytoileiildd iei

cal, se~rvjce suargical ,rics hospitoi, .fd~hcit

does. not.' ±hirty- ve peceun T b ~a , dt~~w~th citentfof
m~dieare, th Kig~d~rol * i~ " l~a 'il wasJx , lk vIn~ 23 per'

cen ofthe 'Vapl aving som kiwedge of 'the ctoi ofth
bill.,

Senator Animnp.x I thought 'w'e wQ taldgtblEteet~iittC
pubic respnse 6 elderc.are?, .

T~:WiiD es sir. This wasmietdi af pEl, ihiWn pl

in the6 S , of ,Xowa. which'sh; ed' 64a four out of:~~Iw peol
prferre eldrre ovo r va dCare,

alsof knoh e"' 'Wg pe1o * "A iit hie!e b CA 4fP

peiceiV ~ hep9je fav Vd eidre i' 4perettidcrnl
percent had nbopinon., 4,4

Sen~t~r 4 DRSON. Do y)ou tht wy dge

it '~hink t66:116o'4 04 mall qn~~e oke~~averwhFmily
infavior of eldecare. , 4 h:

Senate ANDERQ~. Yo, 14isaussedthe At dy A he Nation'spq~-

which r"rset 41-e gvaeCgrmel o
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Senator ANrmnoz. That lsnV what you ny,- Poetor.. I wou ld a#ree
with you if you said it was -thie .only. o~e provos04d, tl; Ahe mri
Medical Asciation. (That isn't ,liat "ar isi?

Youi say it -is the Onlyoebfoe g'lrtIt, dt4
oItatio) w#h~tho0 icaI P~rofession.

Dr.$ 4Itn. I Standothat tatenen4§,-! sir
Senator Axnmox. You stillassert thMi?' I ,

Senator AwD~~~ 9 l aryo ciaf& withsitdv javtsI

SenatorAwDsox'.' He had apanel : There ~a~a aie Folsoinm,
yo~i may, 14vehea of -himtji Eastv an -Kodak. Co.,fWtivie Se6'ee'
tary of Health dict~i anAd'Wla r Arthur~Femn~gi1

timeSeortar oalth Education ad. Welfare. H 9 hkd so
doctors with hui id hI otedrbi ~ysos

Would you say this Wai 6 hAitltion Ifit4 eil el?!
DrWuW er n ipheee medical pepl I

York, who was a .1p rI ~ r; y fled im'ou.

Senator XA.,ow 6,dhdalhtP
the ~6(ad6, bn becarii~idotht tr nOl'

pa idea ofainAidt l~~e"

MIIr
roxe thti~ uisuspi the

Woul y14a fhtw~cni~ito it the~dlM jfe~

16r11Ind jf ",nya eA i4 a T&~~kkhae it hlop~ld- 1a 6 G'i~~j6 ha6b~ ant nhiW an dh ii Za
acetit r~a mlite~wt~~ii~~et~ rfith e~p
pulsio hoIfao IN' Ofin ndthrskeb6.TMEYr: Al* 'erb

oW6 you s~aA~~Aay niauber 6f t1~d me Uct Ptel~iotd

fripi au~ a# a6anq'k Onoeo are,, ~
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Dr. Wu~D. f ycqapifd, him ias bqqng a baby specialist which

would take hill Out Of the rel ttelesY:
Senator.AwnERow- Ariou an...lderly specialist?

DrW4~p 4ter'afa f~nionvy- 1
Senator AwniEnsox. WellI mybheiafra fashion ~agtr]

Well did you ayer he~r of a 7p.Rvsqell J i Qliforni?

Dr. SU~i~At. Yes wne, Dr. Ruissell Lee very w'lle an epe

him- very, highly and Eonsider'himj g eat aiut~ority. Tgjkei
ator, thsitlthe, ointb isth~t~ ve'feel -t-, -s "tae3T t.vl
the vat jia~jqrtyj-fthe 1 0p4Wa Pr~.~~ alnt~ oSiled
had th6ep OfttivesOf the vast majOIlthY '

You, haive consujlted,7ndiv~dua 1 Ip~y4i0?-f8 Prne of ,4ioxn ey
cmetent, and very*cpbe. U we fl'tat -cnsiit n child

have been made with our, professional orgai~atiofl wlih to4rsent8
the vast j1ity of phyicians in thi§ country

r.Sn~4r'Aw~nan. u tjoiped a whxle, ago th'u ofW fl

sot gdwn HO8IOh 1.
Didhesle &br.De]!Akpy?

Dj.WAn. Iteportedl4Q t 3ke' ttu4 toward h
Senator ANDnsON 4ttisD;

IKing-Andersonbll.?t , *rI

Dr. WARD. I havn' any idea air,.
en 8 4RS4tO11d inqUg inbigl

Dr. W'ARD. 'I have' tdie hisf ,po knt~ ~g-xdr

Senator ANDP~t80,1 Weiid20li ir joItzed o~t~ei o

for a while discussing ths r ea $with th a yica .& .. 0
that-it was no1 re ncnu~i~wiitemdclpoeSo

est number of physileiails in- this country sir.
~~~~~~~~~ Se~o iw~O. lWta st~bL or statamqt is

You get oni this- questo of ismayand Masoa~ hre.Y
want to, taike out. t~eword "resoable"~.,

Senator AN~~sN Tat is going to iead t oilzdi~ii~i
you dIov,4 '00tin,-yquay" jd j,

Dr. WARD.'- - didn' Udesa, sirane lniNW ~
Sen~~WtN. A i8o;The health ini alepa ~,Nwt4 'o
are n te idi~a prfe~on, aren'tyu ,. **

Senf eyd. -
66o8' thnt datq m1one 00 A~p~cit oI otiui

Dr. 3tuqn~ onttil
'eAo A1:prifikr the do66ii~, hr ~iyty

heonae. iz, ~i



62~0 8-cAt 1E Cbtrrv

Yov object i your prepay .ted starnent in your'.long*stateminti -Aot
the short one, which I read lastrnight, to cha'ges' in- the- bse.,:

What is your obetiond to'the' change in the taxable base, going
from $4,Oq, to $4P00, to $4,600, to $5,0--what is ybur objeOtion to
that I

I y(dt stent at -ist that is what my note says -I hope I
di~ilh(t Wtt it _6A rol-ou said only'a few-months, ago before
this committee that the most increasing tax .urdenon wage-earners
tofirst 9onsder was a raise to $5,000,then'$5,20Q, then $5,400; then

~Doyo thinkti 'ooadorb ' ."
Dr.. W AD.' We At1ihf "that thi, ' is bad' becaude it takes away, more

tM?& "th'd il irdea dy havily burdened* segment o* Our population , the
younger people.

SSenator i A).eso .Doyou believe in the progressive income tax?
Dr. WA i. Yes, sir.
Senator Azn soN. Ydit do I
Dr.WARD. Yes, sir.
Seihator A"FASON, Now, this has a; medidar tar against people Who

make up to $4,800 and $5,600 and a greater tax against people' who
can make $6 600.

' ,Do-you think that is fundamentally wrong? Isn't that, the same
prinCiple" ifivWl vedin th6' ixkgrmsiv ioe taxI

Dr. Wmtn. We don't object to the change in the base."
Senator ADEmRSON. You don't I
Dr. WARD. We are justW O'iiting out' the increasing, cost of the bill

andthe tax increases neededto'* e&W it.
Senato- AiiiF o -You don'to0bject'tthe base fien. V
Dr.Wipnn WejIustnottitsir.

"S1iatr, AitinsoN. I was going' gv the faot at: a, bae1f
$,800, then- 66 percent -of all wbrers wil have: th6ir total earnings
covered.
' Iiyr'briiit:.up t6 $5,600 then 74 percent ofall workeswill havetheirtaxable earinmgscovered.. ' - :".- "

If you 'bring it up to $6,600, which wa*obj.eted very strenuously
to the other day, 81 percent'of all workers will have thlir earnings

I have.an income from another out ide'interest in another business;
is it wrong if my base is $6,000 6r:$6,600 as against aworkkoe's'baseof
$3000 or$4,000?

"Dr. WRD. I' dohnt sy that thing is wrong. The only thing is that
there should -be a limit to it. nfibomethat is above the basis n,6tpro-
viding an equitable share, I don't belve, in the'tax 9triucture.' Oam
not a tax exprt. I netelybring 0 y4ur attention the fhct that the
taxes are increasing and th~ base i in-eaing.-

Senator ANDEwRso . We have tried to show some reason f6i av h4i,
pital care bill, and .I1"Wtited but inthis hearing twO&6x threetimeS the
only study I know anything about is th Study. mIade -by the IeaIth
Education, and -Welfi'NeDo Mitheii which shOWin 1963th Sooial
Security Adminisration found that air aged 6upl6 who don ieeive
"fiO'61 care p ovide by Oo0ernmeht br other agencies witfh6ut charge
had average hospital costs of $442 a year. That is the average of
them.
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But if one of them was hospitalized the total medical cost weAt up
to $1,2204 I If they*were'not hospitalized, the average was $238.

Would you think those figures indicated a need for some watering
of the hospital situation? V

Dr. WArM. Yes, sir.
Senator ANDmsox. You think it is wrong to provide: against those

extra costa?
Dr. WAm'fOnthe basis of need.,,
Senator ANDHoMo. Well if the bill goe---
Dr. WAP. Not for everybody ovet- 65.
Senator ANDFJI8Oz. Pardon?
Dr. WA . Not for everybody over 65. 'But based on need, this iO

different.
Senator ANDERso., You don't believe in th6 social security bill -at

all ~I thea, d-ow sir
Dr.-WARD. I didnFsaythatsir
SenatorANDERN, Well,'° [ will ask a question:that may lead to it.

Ifrman nis a working man And retiresat 65 and under social security
he gets $200 a month, 'shouldn't he draw it whether he needs it or n6t
ifh ehas paid hispremiums I -' ,

Dr. WARD. I didn't know that there Was a vested right in it.
Senator- ArDERoN. What is a,vested right?, I heard that argument

for bhoifrs'oneday;whatisit -
Dr. WARD. Are you speaking now of hospital care oribenefits?.
-Sehator 'RsoN, NO, I am talking ab6utthe social security pro-

gram in general. "
Dr, WAHD.'We have no objection to that-.'
Senator ANDP.RsoN. )You have no objection to that? t.

Senator AND.RsoN.,,If-you don't object to:providig it forhis rent
and otlter bills ,why do-yout object tb it-for hospital bills ,Dr. WAr;D.-In tie first placei.it should be based on need. ,-
-:Senator ANDERSON. ,Well,walt aminute..

It isn'tin the other case at all. If a- man- tomes to the age of, retirs-
mefitand has a million dollars he can draw his social security whether
he heeds it or not., '

-Dr.MWAnn Yes, sir. '

,i Senator ANDRoN. You don't nind.it as long as it i isn't in your field
,Dr. IVAiD. No, sir; I didn't say thit.
Senahtor.ANDERsoNT. _What-did you say?
Dr,, WARD., I object to the inclusiolh of people who area 4ble to take

care of themselves . .
Senator ;DErtsoN. These people n social!Security who paid 'their

money over a'period-of time, they are allowed to draw their social
security, whether'they, need itor not.-.

DoyouObjectto'that . .
SDr.OWARD. We-have no'argument aboutthat, .SenatorAxDERsoN. Youdontobectto that?
Dr. WARD..We are concerned with health.,
Senator AND'EHwo., It! is only when you get to iyor Rild that you

object to it isn't thatright ,
Dr. WARD. After a fashion, yes, sir.

,Senator AXNDERgsor. Thank you.
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I hav6 n6 fuwthei questions. :
Senator SMATHPR. Mr. Chairman, may I ask a couple of questions?
Doctor, how many doctors are in the American Medical Assooiation?
Dr. WRD. Approximately 205,000.
Senator SuATHERs. What percentage of the doctors of the United

States belong to the AmeriganMedical Association I
Dr. WARD. I would say approximately 76 percent.
Senator SMATHEiRS. rs your vielv as president" ofthe American

Medical Association that the majority of thee'.dotors in this asocia-
tion do or do not favor this particular bill I+ '

Dr WARD. I believe I have expressed the opinion of the vast major-
ity of themembers of thAnierbehal Medical-Assooiation in my state-
ments this morning.

' diiator SxHnRs. When you say that you 'believe youexpress the
opinon of the vast majority of the members of the A9Z,;hw do yoUh
arrive at this conclusion? You are the president 0f the association.
Areyou authorized byyour groupto speak for the association ?:
.Dr. WARD. Yes, sir, ,by; the house of delegates,. which took action

February 9,4965; sulpo~iing 100 percent the eldercare program, and
100 percent opposition to 'the medicare program. . I .

Senator SiiAT*.E1 It, would noti therefore, be, Unreasonable for
you. to, state asyou hav6 that most of thedoctors of this Nation do
not favor this particular bill that we now havc under consideration?

Dr..:WARD.- T hat is c rrct j sit. -
-. Senator SxATrPnme That, does not meanI agreewith 'you; ;Ie am
just trying to establish the fact as to whether or not ydu~do repr'se'n
the thinking of most of the doctors Which I happen to think that you do.

Dr.WARD. Yes, tir.;  "
Senator SMATfTES; Doctor, let me ask you this: ,With. respect, to

theincliusion of doctors under social security;: has the medical profes-
sion as such ever in- a poll s-to vhat th. d oco*rsWant.t-do ',

Dr. WAmD. I believe this'ha;sbeen done ifii idiuiiialState'plIos'
Senator SHATHE.M. First, you 'are saying that as far as the 'Ameri-

can Medical -Association is concerfied it has not rin a poll I
,Dro;W.ii.. Thisiscorrect)sir :

Senator SMATHERS. So the only poll that. we have which wild refle't
whether or not individual doctors want or do not want to be bbveied
b y thq social security progratii *ould have to be determined byr State
organizations in the polls whih"thfbeymay have run? I

Dr. WARD. The house of -delegates has taken this:actidn, Senator,
ar6d has iejeted ithe, inclusion of the physicians under social S6curity
system. This has been done on several occasions.

Senator SUMAtHf.RS -Th houseobf delegates. ,
Dr. WARD. Ye,8si. + '"

Senator STHmrs.- Of course yoUare 'aware of many, respected
physicians who do desire to be included under social security.

You yourself have knowledge oftsome doctors who do wih to be
included, doyou not? I '

Dr. WARD. Yes, sir..
:.;Senator- SMATgr as . . J u s t ' as an esftmatei, h6w many of What-per-
centago of thedoctors in your organization desire to becovered under.
social security . .
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Dr. W iw. ,Ihave no dqfinite knoledge ofhow many would . want
'inCuion" under the social security bill.•'

Senator SHATrnMRS. As president of the American Medical As cia-
tion, jYOU" would gi ve to each doctor thO right,. Would you not, if we

were able to :wbi'k it out here, the right- to come under.the provisions
of soc security if he wanted to?

Dr. WA;6a' Yes,rsir; on avounitary. basis.-,
Senator SMAT ERS. That is all .I have to ak at the moment. ,

Senator ANDmES o. Senator Dirkson, do you dewirq task queiUons f
Senator Harke I -• * Senatbr Hkr ,.~ 1Thank y6u, Mr. ,Chairman ; . T., :i'.

Doctor, you are really opposed t6 any tyo programbaW6cl.
along these lines;; isn't tha true Isn't that 6position-of the Amer-
ican Medical Association?, • , ' " " typ ,f.. ro nXhtertb

-'Aren't you reall oppoi., to any p.whether.be
under- the so-calledYKerr-Mills approw or the rbwg-Audersqn Ap

proadh, ~
;Dr WA.iiR.- Noi sir; we supported the Kerr-Mills approach and hAve

done it both before this body anSenator.H~i-rr~'- All right, *what is ,there it the ,Kerr-Mills a p*

proaeh that seems th outo havesuch outstanding features, '

,Dr.,WAit. In thef Itplaceit is based on need
Senator HARvm . I understand. . :
Dr. WA. It hita local Pdministration.
SenatorHAmB. Itiswhat?
Dr. WARD. Local administration.-,
Senator HAwmi. Well it is administered though the welf&re.d

partments; isn't, that true .;
Dr. WAR. In some States, yes; sir; aid ih bther States it is admin 0s-

tered throu h thehealt department,.:
's* en;ator yqur ef. tt, thdulg you complain, aout

the fact, that Under medicare it would ie'adnmistered through the

wolfar department. That i what you say -Yet i Imy own St.
fIndiana the welfai-edepartmeiit admirnstkrsthe Kerr-Mills 'bill.

'Have you objeeU l~to thatiorio f, ,,s.1 1 - .
Dr. WIW. No, sir; we have not objected. We bavs leftthisup to

thelocal States to do this;'that is, leg it to the individual States to
make this decision. 

-

Senator HI-w . Well, well-, s, the of t plo
, W~it., Ifit happens in]Indiana that its M wish of, te o

in that State' the medical rfession in that State, and the legislatu.
intHit , ...

,.iSenator .XkftE.% Do t y6te fel this Kerr-M ulsappsrosh, m-r .ly

Providi nths t y * f -. ssistance that should, . given throughout the
United States to iStatll , toa people 6nauif6rmbaiS,!. k .War).ib as that potentx! i yeR%0 s.'- _t, "- -.. :

Senator HARm-K. Yes; Iunde that.
Let's come back. The truth is thatyou and I1. knmovw an,.4al'me

peo'l who, are acquainted withthia, prog"ai know, that the Kerr-
Mlrogf( s n pr~igt asml xteftand4 only inafpoew,

States isn't that true.

"Sjn.toi IhxT *.' - 9 isn d tru abbut'tht I >
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-Dr',WAiw. It iopriting inthe majority of the States.;, ,,i
Senator HAnwri. But to all'Iniijor intents and purposes, I smy it ia

Op rating in j utafew.States.
There isno real dispute about that, You say 'potentially'.,,iit can

0pbratb"in altof them, and I am not going to argue with potentialities.But the truth is that at this moment, more than 4 years since its pas.
sage, only three or four States are usink most of the funds, the Fed-
!Dralfunds; isn't that tru ,-,

Senator HARTKE. What is not true about that?
Dr. WArn. May I refer that particular-question-D6-D. Sherman,

fSenator HAixm.' You can refer tb anybody you wait to.,, 1, just
want to clear up some of these fuzzy ideas. Even one of your own

onsor of. th ldercave progranmhad to clear up some of your state
mene~id'the? '

Dr. WmU. I will enlarge on that after you hear Dr. Sherman, sir.
Dr. SnVpf. I Would' like,,,sir, to offer for the record a Wspecia

issue of the Medical L slative DigeA of the American Medical As-
s8ciation entitled"The, KeT-flsLaw Public Law, 864-78."

This givs acomolete synopsisof the implementation, and'adminis-
tration of the Kerr-Mills law since it was enacted and it;c ompares,
Stateby State, what is provided.

Senator HAwm. I didn't a& you what it-provid1d. I said where
the money was being spent.

'Dr. SHERMAW.And how it operates,, , . , ,
Se1hator,'HAim. What? Y,
Dr., SHMAw. And how it operates. . .
Siahtor H~ni. Ididn't twkhow it operates.,

Dr. SrimRmAn. And the-type of services.,
'Senaoi,.HA=VrZ, Ldidn't ask~but the service. I asked a simple

qiesotnof where theFederal money was,beiing spent . There-is-rio
cohfusion about this,really, except the confusion attempted by certain
peopl'who are opposed r, not i favor of certain programs. But the
truth is that most of the Federalmoney has gone into i maximum" of
five States;' isn't that tftue? ,

Dr., SimRuA: ,It has gone into a maximum of anywhere between
six and eight States-

Senator HAR'rKE. All ri htin 4 years. . , ., '
D $;MIA I, (continguli). ,Wlio have provided, localftrndt to

mahtoh the'Federal funds aiordiigto thbir*own local needed , ,
Senator HARmrZ. That is right. And the truth of it is that in allotSenator IANbzsom, Five ZStat~i niake -68 -per ent. of dul payments,

gets'66 -ercent of the fdds, had 51 percent'of all ,reipients but only
31 percent 6f, the aged. The States like New YorkPMennsylvania, 'andCaliforn.a can afford it and et the money. States that can~t' afford
it'don't; isn't that correct, Doctor? . - .. ,

'Shatoi A MNVRoN We all gnifor .

1 )t- WAt.- Mr. Chairman,,tmay I ask permission or Mr. Ber'atd
Harrison, our legal counsel, to make a statementV, .;-,.:,-i ., , .,

Senathr ANDERON. You will make it, I hope, Mr. Harrison; on, the
subject Senator Hartki6oriqed.! ". Are five StatW ieting I1ost .of,1.the
money? If you have contradictory evidence put it in.

S /
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• Mr. HARRIBON; Yes;.may ,Ireply to that, gentlemen?1
Senator ANDER0FMONYes .
Mr. HA -sox. It is true a , certain small number of States, five, sx,

or eight, various fi res have, been used, haVe received the most cah

under the Kerr-Mlls program, ut there nave 1e s-m -omi 4
statistics *nvolyed here. t J40 , _:
7;First Of 0.ll1 p-th e etW 'that js usedt h percent 9Aeagdo

the country-s apiieAdto the entire country;-tha i, SI pexcent of
the, aged -iin te. entire countr y, ,Yet we or pakn nl jtheM e
under Kerr-Mills. ,Thereare some 40 $tfte or, so whch : hY, r a.ns programs.

When we speak of the percentage 0f he aged tha' are coveredd we speak
of all the aged in the country.- Ther is some variant ,ere.

Furtheriore, the Inogr.n - .
Senator.HAwde..Watb a mwute.
b,Who 4l confused who. Ypu .ay it was a mtter~d o nfsif> .j

the statistic. ... listened t ov thing you said and I .uileoodit
and I wasn't confused. E don't think.,, ayodp g, or

Senator AndprB,?f aid anything, in ot~i~onfl Qf a whtuai.
.,r. H- K1ok, The, percent figure that I t r o a apy
the number ofa ed hrough'ut the.wli U.trY, 1 Percent of

thoe:aged.,of all the cowrNtytheent,~ 2 m-,illion?
Senatr ANEH5Q~. Wechangel~h ~Irp ryoi~e7qi~

38 percent bf 'all the aged in those States Which have I sneVer,-'

Mills progran-get 68 percent , of al the Payme , - ,-

Mr. IAJ RQ Thank'you.,very much. I think that fiure thon
prAentsa cor're. III~e. . .. I ' ° . . " . .

'I Then I ouldu lire TO k the second. pomru if I* m
The second point' that I make, sir, Ii flat 1the w 'a"s'which have

expended the greatest sum, of *erramills, nds ar generally te

States which have had a program igurated or iiiplemented -f6i

the longest" eriodsof timely
SenatorHATK , Iet moek youquestion.
:Mr. Tluusoir, They havehd an oportUmty Ehen, senator, tblrough

experienceito provide a ptonram with greater b inefits ,

Senator H"T" .All rt. That' o , fihs Otatmenit and-Idon't
see anything .wrong with it,. But Idt eAs yo q....ion. .

When didthe Federal law say that one State or another Shate Coud
n ; if they desired to do so, enact, immediately or any time they-wanted

~~~o; never saidso. 2)~.
Senator H E. Then-what ithe purpose .of sying 1nee ta, t

some State's went ahead and:o~k.adtnti-e' of the Federal- law, first

and therefore th"; .. - e-a ting Tore y i~ yv -So What? I think!we

shouki qay, "0o,4 bless fh ms."
s R.' uus° 'That is, an. explanatiOn nly, sir, that thes Stto

programs hae beeniin existence. the lounge time and tif you will- check,
sir, Vin tlieiM grti& of the Kierr Ifratfl thosepc~t~
have come closer together.

n V othe r wods, gven qheppuort ta,,ior these programs tode1op,
experience indicates thai uie of i¢ea fds will approximate elat-

itigpopuhdion.
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Senator HAwm'rK. Th iat is 6x.tctlj right "given'the opportunity."
What opportunity has been, denied to any State Wo put in thei program
whenever they wanted tb .

MOUr. H iiio No. -o oOuiity, sirexcept---
Senato rTE.' You said, "riven the opportunity *

Mr. HARRisoz. Except, Sir -given the time involved1 Sir
Sonatot-U lf ixi. Given idie'timue.;Whol Tut a, time' limit on any

Mr.' HA~ms . This 'is a natural time limit, sir, wli~n the Stat
leislatures meet only approim2 years.

~enrit~r CURTIS.itheately once eve 2er.yiouldd thdistinguished S6ihator from Indiana

SenatorI-IK es, sir.
Senator CURTs. I think that a study Of h6w Iloit it took the Stues

to avail themselves of the money in other titles of the S al Security
Act 0. di be quite Significant. Some of them'took much longer than
thoy did on Kerr-Mills, and it is not unusual that some States move
in a'Pidly and some take a little longer..

Also some of the States that are cited here' ag having a father poor
experience on Kerr-Mills have, within recent months, made provision
for'an expanded and reore liberalized program.

Senator W rum'As. Would the Senator yild for one observation?
Senator A NDRSON'. I Would be very happy to have it; put- into the

record.
Senator Curms. Mr. Chairman, I ha We caused to be prepared a state-

iient afid a table comparing 'the time taken by the States to avail them-
selves of the Kerr-Mills. program as compared to the length of time
taken by the States to initiate vendor payments under o1d-age assist,-
anee and aid to families With dependent children.

(This comparisbn and-tabl&'are as follows:)

STATE PzmRORmAN1i ON K=R-M rS LAW-SLOW OR FAST?.

. About,4% years ago Congress enacted the Kerr-Mills medical assistance for
the aged program.2 Supporters of, social security "medicare" say the States
have lagged badly i initiating this grants-in-aid program for elderly persons
unable to meet some or possibly all of their medical expenses.Adive, the' states lagged?

As of May 12, 165, 4gStates; had medical assistance for the aged programs In

operation. Three other States 'are in the process of implementation: New
Mexico's program: will begin :on July I; Montana has enae&.d enabling legisla-
tion; and'in Nevada,'a bill has passed both houses and Is awaiting thd Governor's
signature. The remaining seven States either need to enact legislation.or have
authority for medical assistance for the aged but do not plan to Initiate a pro-
gram Inthe hearifutur"

Thus,-the record shows that 'in, 4% years, 40 of the 50 States-80 percent of
them-have medical assistance for the aged programs in effect.

Is this performance slow or fast?. . .. . I
One way to evaluate performance is to compare the length 6f time i 6iia'taken

the' States to istabllsh' vehdor payment I programs Under old-age assistance and
,ild to.families with dependent children,.with the length of time It has taken them
;t4o initlae the Krr-Mills prograp- You will, recall that congress added vndor
paymentst6 public 'asstance Itti960..

.' a 4 S0ca Securty Amendmentsof i060 (Public 1ai 86-'lS were approve Set. 18,
"Vendor aymenti are payments made by the welfare department- t the ofUvei

medical servicee (doctors, hospitals, etc.). This Is the way elderly persons (tne both
old-age assistance and medical assistance for the aged) and families with dependent chil-
dren obtain needed medical care.
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As the foi1Owing table shows, n 5 years only 12 States--25 percent of them-
bad initiated vendor piymentV Vnddr old-age assistance and'aid to families with
dependent children. And, 9 years elapsed before as many as 40 States had
vendor payments under old-age assistance. It took 12 years before that many
States adapted the vendor payment method under aid to families with dependent
children.

Actually, it .was not until "1962-12 years after Congress passed the law-that
all States bad;vendor payments under old-age assistance. By -the end of 1964
nine States still had not begun vendor payments under aid to families voith
depenolqnt ehlloren.,

The, record in, lear-Sttes have moVed much faster in implmentink',endor
p a J dnts uiilder Kerr-Mills ' than they did in adapting this method in old-age as-
sItan'and Aid to families with dependent children.

fitato implemenatiop or vetdor Vauyet media care vrov ons :under ol4-age
aesetane 'CO A), dd aid to famitet with ddpendent 'children (AFDO),
1950-4.

Number of States initiating Cumulative total
Calendar year progamduringcalendar year

OA ,AFDC, OAA AFDC
........ ............. ........... ]

1951-1...................................... 8 10 t
. ..... ......................... 2 2 12 12

oNo12............... .. Noe N 1 12
195U--------------------------None None 12 . 12
195 .............-.. ........... ... . .2 2 14 i
195-- - - - - - - - -. .. ..... .................. -4 18 17
1967 ............................................ is 13 31 80
19 .................. 8. ......... ........... 1
1959--------------------------------------' ....... 4 3 40 3
1960-----------------------------2 1. 42 87

1961------------------------------ a*2 48 89
1962 ............................. .. ......... .. .0 40
1963 ..P ... .. .. .... .. 1.... . 41

4 .. ........... ........ , ... ...... ........ None . 41

Source: For baes data see U.S. Do ment of Healtbi Education and Welfare, Characteristlcs of State
Public Assistance Plans Under the 8(0 sO81urity Act, Provtsions for Medical and Remedial Care," Public
Assist Rce, RportNo. 49, 184 edition, p. 193. ,

Senator Wziurs. Will th& enatr yieldat ore point
SexSator. HAri .Let me just say.this, sir*t6'Y 6u. I Widerstand,and : think everyone here u'derstands, tat the 'oKiial position 6f the

'American Medica I Ass ciati0n is to oppoSe the Kli.g nderson bill.
Ve understandte statements you have put out. We understandthe
propaganda. ito understand tie money" that has been sp~nt, aud.I
dni't think it lielos ttly foryou to fuzz up the facts. Whfei yoU put
out statements whiAcl say iat you are going t provide a wider range
of medical care--and this is th.e.impression.your pamphld' have con-
sistently left with'the peope--hat you ae going t, g t mdire overage,more benefits, at les . then this is as misldngas itcan b .There
isat th basisof all thes6 bills g'ily one question, dndthat is: How you
are going to pay the bill 1 8.havn't seen one hospital, one doctor
come, be6.e this' o'ind evor say 'thathiS bil is going to be
redA~e -because of th'e' payment; 'e&Aui6'f 'the enadftmt f -,this

gislatin,0r ahythi :we hays eqer done. 1,. are tdlk about how
to p" ythebltsN1hd, M4en you say it cane donefo.r ess, is led'eth
people into a false anticipation of a realizationwhich' will nevei' occur.

Dr. WArm. Need is the basis for it. '-Thlefore, it w'uk take in a
smaller segment of those over 65. Therefore, yOu can .retidor more
services to a limited group than you can-

47-140--64"t. 2--8
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Senator A4 ,aSo,; When you say 1t4 need y o reognize that in
15 o0 thejurisdictions that have Krr ilS i!i r ed couple
has a nuch as a: $1,500 life, insurance policy they are neligi0'.blDon't yOu thinkthey lmighf have need even though they hd, a $1i500
life inisirance policy I

Dr. WAPm. If there is ademonstrated need; yes, sir.
We also believe that had the Secretary of Healtht, Education,' and

Wlf are-
Senator APE'RSON. Just a minute, You say. if thir& iga demon-

strated'need. I said te possession of', $1,500 lif is n 5licy
excludes them. In 19 States a $2,500 life insurance poboy ,oxil'udes
them, no matter what they show about need, other than that they are
ineligible if theyhare &s much a a5 $1,00 lifem tisutrtpo 16y. ,

I gave you some figum  here betweena thouan~i dbllar fi rifthey
he hospitalization with one member of the family and no hiitaliza-
tion and you think a $1,500 life insurance policy should make them
ineligible?

Do you?
Dr. WAR6. This, in our program' the eldercare program,
Senator ANDERsox. We were t Mlkg just a minute ago -of Kerr-

Mills.
Dr. WARD. The Kerr-Mills. Eldercare program is an expansion-of

the Kerr-Mills bill,
Senator ANDRSON. Does Congressman Mills so recognize it ?
Dr. WAnR". I don't know.
Senator ANDERSON. I thought he ut another bill in. How did I

miss it? I thought he put another bil in.
Dr. WARD. There were changes made in our bill.
Senator AND-v8Prn. There certainly were-for the better, I hope.All right.- ... ...SonatorWLA. Dotor; if the needAs ts under the,IXerr;Mills

bill is too restrictive, that is as a result'of Stataactionand-not as k
result of the bill itself as p'SSed by the Congress; is that nqt true?

Dr. WARt.. That i corret.SSenator, ' Ts~. Atiriot also oned :f the maor reas0 that
the Herr-M "Is killwas nbt impleImnted Trb rapidly bythe eSp~dti e
States is that sinc its enaetment ini196'thdd- DeI'p-dtni htr inWa sh-
ingtn has been.discouraging th States and proph andizing against
the.6 Kt+-Mills ' bill trying o 9eei tIbf n enacting it 'iftnrder that theY
might force the"King-.Aidersofi bllor some nid bill 0f it com-
parish intlwDr. WAlin. Webelioestiis truie, sir, ?, ,:;

Senator Wut.W X kow in our o.wn Stat penttiy bf4 the
depart ent hae ,oe igisitnc ve~n t6 t-Konxtient' ti 1atYear there was suh a confusioneatdthat the c0overnor of the Stats
.thougltthe Kerr-Mills bill , nad been ifplmextd when it I Wot im-
pl~nt 4inf reality and thfirs0 payme pt i ghrg out 1i -65

,Dr .,ep: Yes, sir;we lJlieve had 'thg Sretaiy of given
fopp heqrt-Mlls bil" wouldlhk been uplnrntd ih1e

4enaqtoDeIIO.T84Oira 6 lynsa of t h.tate yo very rnu.r

Dr #P, /q. pir
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Senator DouoLs. .Mr, Chalrmnan, I do not, wish to addrms a ,ques-
tion to the representatives of the Amercan , Medical Association, but
I wonder if it mightbe in '6rdet if Iask that- a statement from Dr.
Albert W n 'Siwk" W6M ' 1' ex tive ditelt6r obf the Qrae-New Haven
Community Hosp ital in NO Haveni, be in§rtedin the record at this
point., I would liketoread, if I may, certain paragraphs which.'deal
with the questibn- #, to whether-the services of medical specialists
gvi 1i ni'o, the' liosptijil h)Uld be keililnttible undeir the basio hos,
pitaiz; tionlan wher;thehspit i for the services ahid pays the
specialists.

Would that be appropriate_
Seiiator AiW'Di is . Will y6ul ut ithi the record: at'this Mointt
Senator Douim~s. , Can Icall atteptiop. to one point? Dr, Snok6ftr-

nishes anaccount of theaexpenses inihe cases of two patiente one a
79-Year-old man who was orated on for cancer of the prostate gland,
and the ecd a t5-yer-old female o0peraed on for cataract. This
shows that in the case of th, mani if the 'billing p h an iiidual
basis there would 1fe bills from the.wo persona physicians plus nine
additional separate bills; from physicians who were concerned with the
h6spitAl services involved ii this care'bit who had minimal to no per-
sonal contact With~thie a.lertThe woman wouldhave received two
separate personal physicians' bills and, in addition seven additional
professional bills from physicians associated with hospital-based med-
cal;'Oe lists. Dr. Snokegoe ton gay:.

The'above illustration of multiple professional bills illustratesthe problem that
the miNplementatifn of S.4 and HR. 6075, as currently written, will present.,- It
is almodto impossible to butline an understandable procedure by, which 9. to 11
separates doctors' bills, ranging from $0.80 to $850, would be presented to one
patient in which th6 patient not only has to decide how to apply the deductible
requirement of $50 but also to calculate: how much is owed the,11 ,physicians on
the 80- to 20:percent division, It this.is confusing-to the, Senate ,Finance Com-
blitte¢, inutlply' this confusin by some 14 million Individuls aged 6 or more.
AmeidmentNo ; 79 would enabl hospitals and physicians to Continue under pres-
ent established and 'satisfactorypatterns of reimbursement In this regard,-,-

A"Ilunderstood-th Seawo frnital~ .1i said*-thjq I~qh6W beCe_
t b"ed by contractual relationships between a specialist andthe hospitals;
that is the precise purpose of oiir amendment, No. 156.

STei statement refiirr~a to- flows:
;"C-- : Ga ,NKw-HAVEN COMUUNITY Hosl.TAL,.

Ohafrman, S>linatO Frito Oommittee, ,.

Wa i1*i~,€ A5 ; DO. ,,
bEii fai. .itAiuwt: I ippreciate very biih the 'pporun,1ty of subnlttin# A

statement to the Senate Finance CNimitte4bkS,91 and HR' 6075 nd part tU.
larly on Amendment No. 79 pertaining to the in-hospital services of medical
specialists.. I am Dr. Albert W. Snoke, executive director of 'the tale-New Haven Hos-
pital of the Yale-New Haven Medical center, New Haven, Conn. I am also pro.
fessor of hospital administration in the Department of Epidemiology and Public
Health of the Yale University School of Medicine and am a past president of the
American Hospital Association. I speak for the New England Hospital Assembly
representing the hospitals of the States of Connecticut, Rhode Island, Massa-
chusetts, Maine, Vermont, and New Hampshire, and as an individual who has
represented hospitals in dealing with American Medical Association and medical
specialties in hospital-physician relationships over the past 15 years.

63.7
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t66 it I~I 64Mar te~t_ 6ony frn fndtvidi&1 representin4 tb Depe~rtkuent
bf dtMO, EducaIn-j akd-'Welfare, Labor, tae Orosao. and the Ameiicati Hos-

plal~aocatouuzjzg l~t x ftj~ept ]N6., 79 be a ,epted oasoiicWpte
total oervic". og Ml~y, Rqaiol; pbiysi4 v, 4q4ni ,,qgts o In Oh~dpts

beeis e~~h p. 1Wul lo rethtAnedint'o 7 )

1, 1',The' giovsloiio i'feenb 'and7 ecofiomi cafhoopital' &~d. medilcAl care to
jpae]QtRI i98 this7, ~ow.Is extr~mly c~inplex antd ij giowlng ig co;npjezty daily.
J1t; isju.s 4s dlfIq todriq~ ey. p)etwn va constltii -nurig

radiology, patholdgy,'aneathesiology and physiatry are part 6f the~t6tAltiealtb
care services, provided In a- hospital and afe I~n,sh~trpcqUtt to ,~~eiaactiv tjeoi jP h an IndlvIdqaj jc~practS as a, perponalphyiin

TIi~~t eii~ h ~iotfeii~~i tiW d 'vlo iV'6f pro-
fegasinal: 911& fi~andl lrelatlonshipab so ~sto peMi physicians -and hospils
it".tiie local, level tb establish agreements tha, -,will provide'the ihtqw-

'cao -retq t9t'li#aek. inf 1he, most efficient~ Aid cpomla nnr

10ta~d't 1'ndthingihi this title Oball -be constiued to authorize any IFederal
officer *or employee to. exercW , any, shpervIs1o4 or.- contiol pver Ohe 0 ratice of

medicine orj,.pa ~annerj14., w~c~ n~dcl yCes, are I olap~os, 7oe
the selectioji,-. " tenu"oPre, qr, copnsatio fany' dicr Oenihl0e 0*atly ~

~tf~iio, aenyor etoi o'ridlig hedIth services;o or 'to eixercise any bbier-
Vision? 6a codio over-the adWministration 'o.r 6perhtion- of any'such 11institution.
agency,,orpro, W.P

This Is an excellent sateen , prlncipleb~1 nos~e2~wt h
present text of the bill In wbid tltditional; -1onotAndlng, -and'Wittftor
fln'anclal "and. admnistrative arrangements between: hospitalos and r~dlologtasp
hnie-stheeiologists, pathologists, and physlatrists are 1,arbitrarily,apd imark~edly
changed.L Amendment No., 79 ,would, again -permit hospitals and, Individual
physicians to develop their own financial and administratIve E'relationshlpsi in
the same flexible patern that has obtained in, the paist;and which. has - iteo
1n equitable'and'satisfactoryi arrangements. po~ia i
-fusion_ is'serious enough for those familiar with hospital: and poesoa. il
result*. from 'the present bill unless Amendmenti No., 79 Is; acceptedf , Q1, capi
understand the. potential cho~that will . tresult,1 under the, existing- bill 041
If one' analyzes'thei'actual, procedures by iwb~ch, hospitals,;and: phyiciaus ,woqld
b)Ave to rpet, under. the present, provisions of th~e proposed bill. the con-

fu~k~'iB rI~4ebug *~i'tWse anik *Ithbosipital a"d ptofef4Iohal bill-
'1~it would 1b'e ;-Vftuilly, Impossible; to expii tWe 'necesar -proeurst

many of our elderly,04tiQnts., ~~ Ji
have taken two patients'bh~ rnvr bbop~ fle. The Ita

Ia 79-Yeair-old male with cancero h~~ott ~tdadwt~a~ad
complicationL .Te- second Is -a ease ,of ,a 75.vear-old female with ft cataract
operating btitaW 41 wth a cardiac "complication. ,In .both cases, the professinal
services of many separate Individual physicians on Oejhospktal! m d~l .stf
were Involved. The patient. also had tbeliowaI~ personal. physcidoa,.

' The following table summarizes the professional fees vphArged, -by h erp
physicians and also'the value of the professional component Of. the. APAPspil-
jbaoed medical .specialt.,If.) opsra -professional fees~bseolpof sqto Wvere

14) ~ eicift' -&-
pr by eacd ok teot V.-~ y .

T i
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,Inds4al phs Pffi~evlve(toj1e, Ap-vffal caro off~9~ v~,t

f;, _1 -Oldt .-

I' , - ,, , ,r W I J" O

Surequ... .4.......... ............ p1 '000
Individual phydslmz poviding proeeulons1 service through hcspltal-baed *

............. .................. ' (10

Cynical pathologist, clinical micoboogist ... .. ~7)
Pathologist ti..........ue......... ..... 7...

Eectr~cerl~olRig, , 1K0 &O
Cardiopulmonary, MODlao thtpi t 30'4.00D

IActual bills prmsnted to Wb patt.o trona rfsinlsrie.
' Value Of "reWsonAl 00omPOaUSt ofhOSpto =s-basefd dc&al pW&1atJ,'nb* Cerdunder hbopWtlb1

but for whte 4pato ptofaalonol bills' vWod neoded to be rendered under 8.1 11 a. W0@?0

The i It~l a19r 'pI i 4" pr s te, gltp~ Wud hae 'ecive tw&, eparaio
bills front' the hscai b 'Viro 'directly nc r d",withl,4iim As bersouil
physicians plue nine additional -separate bill-from- physicians' who- 6re con.
cerned 'with -professional services Involved- in, his -care but- who had. minimal
to no personal contact with the patIpnt. ,

The womfan-with the cataract operaton woutd 4lso I hive I recelied1two'sepa-
rate, I~9a physician llAah In addition seven, 'Oditlial pr6fesslatlbills,from~h~'I~Un~ ~socat~ it~ hoei~*based meLdcal sowedaltes
'The, btiv~l~rto f multiple" professional: bills~ illustrates the~ problem

tliat thie implemenhtation of R., 1 and UJR. ()Q75,p as cnftently wrfttC,', will prese;24
ItiV1o ipssIble to outloe an unde stai"dableprceure'j b~ hch .9 to 11
4e0rted9to8 Il,: r~ogin~ . om' $0. ~ t aowuld bepresented t n

tatt ~ &I inwihte tient nOop *'*t'd~dehwtbp~the, dedud~tibie
reqi~ePhn o$5)btas to ,acliOowmuch Is-owed theoUphscin

on~ithe 10., to,.O-p rceut divison, ,j 4thl ds con tsinto, the, Meae~ian"~
Committee, -multiply this contusion' by' somne 14 million:- Ip l~i~s aqd 5
or more. Amendment No. 79 w60,14, A~beh~~as~dp idin t v n zu
under present -established, aMid Ni ct4f'ktterns bf relmbidiikeeiht tis
regard. .~ I' "e -

8. Unless 0. 1 and HIL; 6875 Is amended as indicatedt' the -expense. to the
xia al d, '4,tW the,, public eui gole~l will)- 0, 1 )sb anilyaedk
eren'ce to. th6 previo-us tabJQ'4ntio ttQ 1 costqe_ rex~l~d by ldutgb
third, parties for th h Ai~i~~ -ed 6eooAl- abiviciii rebeived under our-
presen , system of -reimbursempnt. I~ can be categorically predicated that there

wil beno uchindividuajl professional .feecharges,)epelally in,,.thee sm41ler
amounts shown In the aboYe table, it i-bmlss#14n -of, 14lu p ,q esnal ft"e

Is Te ~xensoof s$~ae. iillig, ~n4 oil QAo prqvedqr~I ~l

It is lmport~gnt'got thO' nrnmpitt'e to cgiz the bour4e roblwbich'premsio
had, 0ome f tiyp -of mandatori idlitil fed bftling. -1t Is sfg#llficpnt th

21Ul;of, tbp, adqac separate~bll ?4-n'o~sfobf thosel Andjyldits: Who

ponent thiss bill tha ouldida eetq~eJ:;
wol increqpoesoa feicte

Y IF

jr .
~~"J~ 1 t i '*



, ,16
The pb ioba Obe ies' of the &s*oj~d 'Ieglslafloti have ent i

the' aged. Its propon~ntU have sincerely Ladvocated relief of hospital and miedi-
eal, expense, Improveziient In the quality of care and economy of operation and

admnleraton.I bve ersnalymu p ported these objectives and so have the
great of thq 'hospitals in' this country. I cannot state too- strongly,

boadr .ine' Vical d s .h .Prp90 ariaeaftqutt No. 79, restoring the hospital.
basev d r l t. iiecileb to the ,ho's-itl benefits received -by" the aged, ai muc'
zioire complicated -cumbersome, And1 ei'si Program will result;' Itwill tdt'
pz'ovie he tpeof hospital servlces'ttlt the prioponenits expect or ,that the'aged
should get.; ~-
';Te rIiipe and the, objectives of ,S. tand H.R. 8875 are t66O"W obfiided

and 1 suppored~ Give those of. us who will have the, responsibility 'of'hielpingtoi iipleiine t((is1 significant,-and fat-reaching, program 'tho opportunity of
doiug It 14na senstbW and realistic fashion. AmOt~dzkt'No. 70 io lmperaivo If
we are to be 0b01 to do a satisfactory job..

Sinco ~ly, yours, ~Ses ..

Senator ANDERSoN;. Thank you very much, Doctor.
I do wsh6 yiwouldrien'eMberwe gave, oil,1 h~urftand 10minuites
Q9uestin aind'answers. on eota Id wel thin your time limitin
thAil :11td '! off Yojr pa~ 4,*hief app~i"t ver itoh

ha,'k _ eyYlicl
Senatr Abffisoil, Dr.'HaMpton.,
I wil Wask Senator Smathers to introdue, Ybil Doctor.

Senate r S'* Imiw ms em beig ot O" the iomte1 I would 1l ~s.t
that, -on -behalf of the Florida congreseional 'defegation,. wea welcome
the tesftm6ny- bf- Dr.s Phillip Hnmhptoh,:from Tampa, Fla.,'who is one
of our nost, distionIshed -phyail lans'and'at the game tlo oie bf :th6
MOBt artkulaf6.,spokesrien. w~it respoc to!Mate iVolj1V6Mhg: he441tl
care as well-as other politiealma rs'W are haOY to have hi ere6
anid Iam ctl

46 Th4 Ol o a 0 ~ i

STATEETq 11W XH. HILLI XPTON, PrRESIDENT, FLORIDA

"2Dr. Hmrrrox,1Mr.i OAl. man"'arid ie brso h (1nmittoelpil
~~u~~~nee,~~ IunH'Pifh Hmtoll, Xt Physician in their privatte .rft

A~iti~t~anl since -1 5, cli tmi,~6 *li>4i§yoifiihitte to
th~ttebord of ,hilth ,on 'tnxsuppqrta health 4mre

At~ha beenour objectivet aln no' one. shul gQwthunee
1 46- Vof "N" --lgh past flsca~e~ $50 Million

health ice imf6~i&ylrd C4l~is 1_4ii
Amendments to the present Kerr-Mills law rovile4 lin At.h667i

will appreciably increase the tax-supported hiearh services available to
those in finatnelal need of all ages.

However administration of tho Kerr-AMills programs would be
improved il States had authority to designate the appropriate State

agene qulifled. to administer the Medical program. The present law
anid the proposed, amendment require that the same State agency ad.-

9661A L. I *b1Petf A itlk
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ministering 'the 'W'elfai '6 p I "" ihtist 196'adm ister'tho medical
rogrwno, W OV t t1faTtre word 11shall"'iOn'' ' 11 "' ' h 5 on- lines'Ifte re lace Is Or se lldiotfier'Stit& agony9*na, 'o pq6'.1 d byt

mq
Yen 0414DEN 'Oal J I*Pkfti foi amffilit I

1r, ^61z '66 He Mills bill hits re Irr- fee6g-
niz6dl xi amentA 66isof, "d9.A rie X! ' ' I f ' ' ' ' ' I , gt , 10 Paso OnIW Ipyve arelpegmenj req6rdiftdi

Dr.luum.s. we, x6el:tbo welfare,fi tO.PW, noia I* biAthey'' -none,0,4n t6 fiiiaJ i U " alo * t uAlia
fi to administer, medi I -: "' grai s. Ve i7w -not; fW that in mahy4r' I JN. 1, -' 'A q'al1fi'6dtb.'ad 1. InStates-th e the* mo' * te age cy es u M
i8ter the m d1941pr gram.

0ow,
Dr.,H xr rox. P&Wttiog,, O*Preise of OAA dis&66on'b 1he Stath

would'e'n P*urag6'xmJil effi :i nt and econoniie41 o ratioh ol the m6di-
cal 'Program'.

,we-4pproyo thpsorr
,pvAigns of the voluntary s pplem6tnl'in§Ur ''C'e' 4r th, age( iple by 'ann plan 00,ttlfiathe- Oministratioiiof, this' l an

insuranceparrier.' Nlhismotnner oompeniiti6ii-foriniiedic tI.-se rv''ce8wou Id be in, -accord Oth' i i'6tabiwiedtlii*61 - RA3. paymel RM
now operating in th6 privife, sector d" economy. and-*6uld011couraize ministration of physiejans I b(A

.9rvices irt the least co t
proropfikteto mqq1c41 n6,'6d wh6theii it b in tb6 honiq,. offieAS,* wiring

htme. orohoiVitals cqmpe mtioh 16r
P,.Ysi.ciau'sl,,diagnostio.'or',t er,60666 seMdesjr6tn'tliObksic fi 6440itai
insurance trust NhAjoi" Ww'i'll reduce" th-e' practice of hos on
for simple diagnostic procedures aTIdthus eff, et an qpprecial& saVing-x0e4di6' fr6i -,theres B'o'cial'sedurity tai-sup"p6rtid flifid,'.,-Essential foiih4-64c 1 6f, vm ' dcare e support anVah ig ih

b-desi*r6-','9f po qtibj g V f6inhke it,06rk. Goid m6diih-quire, ;* 6.cii I c 'a re -fe- 9 the -c; pera Vhf ,-ie1a ns. Viciefit
and economical medical caro

rAtiftof p4ygicianq pt ! f-Wof i e4icib 4d i 66
M=e6t duiib* aii6fi. A minor' mehdftfefit-_ fo ffie 6111iitaiy hulip em6n,
tal insurance plan m1a ' ihysicifin support op(lp vide the
vehicle', for their cooperative fWAIme'nt of medical taimfin- I'st". tive
and educationalresoqnpi ilitjqs.,

41und forjn6dl I'dd c4tiop". adj ifibtratjon 06 C901 4 -becreat ,d..tlir6uih',*olui'tAry'contr"bii 8ans o a -poliion -ofA _ , I , 100, y, p ysi'js.pa yn "I ifA ffikirah6e l4fi."aen6 froi Ahe .6 Om9np If , -were,,,in" .&u'et thq i*i rily s to ,pion Oltt tP, PP "I in it "n0 14n'A PrOided 'tli6a 6u 46p jj a t06 the educatWn f ,fid'4nd 6 t6"pallaton ftind WereOofqrred..a in G' Ahe"' 1400'an' U't4ll_, 1,4 tually",) O,ptaxable, com tio n I ac for
seii'ic i6i s -9-ion

Thiswofdd W_,qm shed, ID efi n, p4geS' 6 doi 1842(b)(9 Py--4-H4see n a r w it pa ifiti; ft'n 40prbv d
ftftd f4r-rAediO4l6duqtioja. administraOPN"d research when iuth6i
w
rd DV111 .t 1. " P t 6 a -

*w - , - - i. - , *enti Py 14rondo M,or SOMM un or prov sions is progra
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se mees mdQ ., 7#h. thQ AmistAn", of interns and residents in an

.QAkjUqtWj ate 0;4je to4, pension" I foi M g lun-de k 'p-'roWWb;hapan .. cian,.00"Videit' V e;r,
of this "prograin, to c *h th' h My. voluntarily authorize
denos' tof some of the a in

unds dep, , =ted iby t )r into s y& '4ft6d' 6r'MedMa. t'; . I 1' 0 !, Aeducation, Inl i e Y(? up an h or pensi a 'i6h Of
the physician proy ;dep. of ,WIT* 8 all 4ip1't'14906 i afider 'd Wabld M_
09XAQju AL. J&16i Cobi , Ijo4s bfi *66" 6' t, p OA0 'de.i6 t IiWlyDOW not i 4 %x atin,orvabh" and fi&lh keiliinihr fi& .t -6 14indhidm o 046' h Iftint-6f

to 1xit6_,.4pproyqd edtt6Aidfi' hnd"'69 aA elt" " " I - 'Nlid X prri ta pr Vate - 6hW&MI -b6iftHMit4d b, -hy-sl cians
and administered -by the medical professionlt-'Stiw Mil lodAlldvols
could prqmpte thecpoperp.01yeeffort'df ph k plans"ift- fillflllhii trtioi-
66W iTwai all respo'ngib jitieg'in lliitihilih 144, , i Wd medical
R"i nistiation bf'9dM" Mbderh

ou e Ji pi A614 As fifiItiesf6r)AYOW nsw to. 
10 VA.h6de 

l'bl to 
ei

Mum Whii;o1t intomi64s
0! P, s 'it'ble to the ne eI..- .-.61d

p#yn d46 liop''o'socW460tity:& dft '16r' I s'M6y be
opti 6h al.

Alt' h; tdho g,,,:we 'th" f, el "d9, 1 pemnal service.8'48* a'ii6t, 0" r *t* n'shqie' Ft t dless ofI A: 6ftit1d Ial A'eed'a sie stabli§hW , b ' pp.17 Hoipltal:ln-
suyano6'Penefit loi, 'thq Age t4ose, oonj iis -,have, b en el&essed
prevloiisly..,

a yQ,1A; 
W6 thi nk ", these " ed nstK4iO;6

6 6 g'*IllimprOov'6 ihe-effidieAqy tifid 6c6n.1_c6i4'69_b' , nd
encourage
qdal it 'Ine Al c ai;lfokh6li&ipip; nii"'',, 1* j

91 
in .,i4,-At very. ter ing. idppWandwe'tLi-6-'Lplkd:to'lii*6

t t16
nA ,6r rEb, rs jt

S nator.'SMATH . R84 1)60t r,,acouple, of q ept*vo -are shtoo'966 this'Fhit -as"l dehta hd It,jr, ir;e ,6 Iliii V 0'. 4 i4i6h,'7 , ' I --healtht e
ope is' 6k '16, sed' ,

-4 OIA of !660 d be',,h&niWk,6Wd
b 4 8t a& dy "dher'Iffidt ib 17N*# 6 hft' en -,th6i Oii odl

I 
iktllhb ,O Ptfo V Suite.

n-S6 4,0'' "i S-*A optibfib , theiStAf6
AUWA ifi th6 8*416 61 'titfe'r ji;&&e

to accomplish Ont whic u are ! tk -qt I 'rig,
. g abo.AN, "Mi6twk. juch Wd,68 i *61Rio

pre 9
d blti idiw lid

QW-Whyj N fod-Ithat th'i 1 W61 W6 I I #MOtit 1.01 g, 8



whh&aW dilitr the Kerr-Mills law, and -we have the Kerr-
Mill lwi ~ur &ae hY 'You think they should not be the'agency, to

atdmiAiit thbhUAlth' servce p art of the, social, security 'bill?1
D ~HA2xPTO. The welfarexle ortment'is oriented toward welfare"

4tli~k~u~ h~diat robemst iat require-quite' a different points a
view They have not been cooperative in expafidig the Kerr-Mills
piogm ffiiWV16 ridd 0 thd ext~it that weaal physiefns would have

Iikeltdidv~eeioitdideW. " They haVe throAughteol atibns, jm
paired'the application -of the basic principles of providing healthh
services for thosa" knn-ed, akit~d iiideed 'the ,ap'rojtiation ~In- Floida,
for the medical assistance 'for 'the Iageodprogram, -has be6iA -only half
used, not because there was no need for uittb'e d- but; beciuse.of
r~strictive'reglations imposed by the State welfire- department, which
have di"istially liihit~d '%6e 'eligibility, requiremnents and -have limited
services that we, *s physicians, have recognized shodd be-offered; and
hav iiko' that th~~i be offored'Wand the S5tato" low permits themtd, be

But the department, of' public welfare, has'through regulations
iretafdtl' 'tlirtel the, offortbf 'the State and fthe Fedral, Gov~tn-
ment da of the physiceiansin implementing thifs program.L

This ig not true in all of the States. .. ;
Senator SmATmjt.'For example, what agency do you think ~could

be created, or would be selected inlorida to adminisWe' the, health
sevcspart of thisio soit wurybil'

'Dr. Mxwbxro., We feel -perhaps ,the Stiate board -of: publioq health
could, be a more akppropriate agency, and indeed, in. Florida,. the. law.
permits the State welfare department to niake a.vi contract with, the
S tate board of health to administer; the medical ;care part of the

* Bt 'his isa~contract for, the -,flsc~l administration, Ilt allows 'no
opportunity for the, State- board of health to makeinny. administrative

xeulatin lorldeoisions, oil control. over the program atAll.
'So ;that thists'i reallyjusti fiscal arranlgeinentthit is not he l

and the' lauguage wnthe prsent l%*;and, ii the amendments propou
by- H.h'86Thi- wdfuld still be restric~tive on the States..pud requii'e,that
'the administration aniddecisions for adminiistration of 'the rriA~ care4
'Program fiiistUh by' the'sam State agency. administering the welfare

Senator SmrsrTmr.us. No, a11o r he~s~h~ a udrtr
it 1 io;aivfanmehdietto'tbjis bill' wh ouldl ive, to eacli'$tate the
ri''hbto d6termine ~which State age ncyntheir Judguient woul4 be nos
oefetveo in'the adiinstration of this health care. and heatht m w,~e
under the social securitybiIl,*-J) '!, e.; ,

(s 1Dk.:HAx~FIW')Ye, iit- -that'is true. It i ormesaiigta
meiibers of,,the"-House lWaysi and ,Ieans Cor~itrittee 4wor~o glii the
information thati this? presefit'law, 'L.67~i utthat, ie~h
States'itheilatitudei dddf.have,4lter4o0rn fte ~~e
stating that he was assured before he voted on that nmeasuire that,. tb-.isla**1 p&id&1the States the lIatitude to appoint the 64prp 8aStt

~~a~dm i irth9 nicial.6hropregranm buth hnqoeinsttheoppositehe, ;rquoted f

Senathr Douurw. Ill the S9efittory,1.ie., 1' V~ihl Ism

Ink Aw II,
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SeiatorDovoLAs. Are you speaking Doctor, of th .thir4 y pt

the'cake, the expanded-Kere-iils plan or thoe bendlaer th su1l
mental medical and surgical benefits' or thb )asio b ospital ad 4 4uzm
care?'

Dr. I-H ',oN., Senaor ,Douglas, I am speaking .of th K;%eii- ill
partoftheprogram.thethirdlayer..

Senator .DoULAs, You don' quar .' with the ad nitiit0 0
hospital'and nursing cre although you.4re apposed to it, g 4ind itC is
cokingI mean. z'
;DI,HAMP0m, The discussion we have Jus hadnow-
Senator Douorws. Ajjpie entirely to Kerr-Mills,
Dri MP'ro.Kerr-Mills.
Senator DoUqoAs.Thank.you.
Senator S3AT eRs. Fine, that is a good p 0i, and I am glad the

Senator brought it up.
Senator ANmso. ;Was thereany eqplanjtiqnof how this mem r

of the Ways and Means Committee was misled, Was he deliberately
misled or what was the situation I

-JDr.. H'. I just have his letter which I legiveli to Sepnrfor
Smathers, and he stated- . I

Was advip"4 that It was that broad- :

A2iid txi
in the final bill which was approved yesterday tiie wordtng is as follows-
' And hequotes from the bill, paragraph 5 on page 126, whiclsays

definitely that the same State agency must administer the medial
program aA wellas the welfare.

Senator ANDRSOzN. Thank you .
Senator SmATwmRS. All right.
-Now, )Doctor,- moving to another" area,, in your, testimony you talk

about % fund for medical education adminstrationi and research, .
Was this 'matterpresented to the iHouse Ways anaMeans.Comit-

tee? 'Was this, edommendation -providing foi volunt&y ontribu.-
tbn by physicians of a portion of his payment, from the supplemental
inisrance plan)_:and so on presented to the House Ways and' Moans

DDr. HA1"oX. No, sii; that was ndt present6d,- We did, not! have
an opp Qrtunity because they did not have hearings on the .suplel
mental insurance plan portion'. ., ' '

'Sei'at SMATXI~ ':fl. Wonde* 1 yu would run that by, me nas thoel'teSenft6 r Kerr usd to s4y, for a better observation anf1aiit

derstandihofi
Dr. noi~0~ youO, hd are: drivin pt.i'crtainkno'whato iktoa, T~ditionallyhysieians Eave, felt r ponsibe to

promotee'.ourage and parteipate - raduat, oMiedica, duc~tioniand "their have reSlonsibilities in administrati, of medical; affairs,
inhOspitals, for instance as graduate medical education directors,,
6164fsof seie~s.i -iAi a, matter. .of facs W* are e kin"'hei' "I i'the total'bill HR. .667
of nany 'admi6ftrAtive;r eanibilit es that physicians must assue,
and they must assume thel f thereisgolnf 0 b economical aid effl4
cient adiinistatien of thig Orogram, . J

I aii trying t0oprovide here a fund (we ave been iti1ng topi o.
vide it in Florida for a number of years and in effect we have a fund
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batW% ari lacking in' funds), that .physicians nca create themeelve
voluntarily and administr"themselves; vehiclee to fulfill these tra'
ditlonain responsibilities hi administration and n mdicalledication,
and'1'4hink.; that if such:a find cruld:boecreated the coyuntrythe
patients would get far more service out of each dollar spent through
that fund then they could through anymoneys appropriated'by Gov-
ernment ige noiesor'6theryw.

Sen.tor SMATZins.- What you ask awI understand .it,- is that this
contribution made to the fund by the doctors be considered as tax

r. IH m vr. Yes, sir.
Senator SirATlizas. That is the point -you are after .
Dr.' HAmro N, As a -fttler incentive to create the-fund.- They

could ldofit now and*Ithink it would be enlightened self-interest- for
the-e physicians and certninl., -in' the interests of good'inedical care for
the whole country, butI-thfik, we need little more icentive. ,

Senwator SMT) Fs.- Would 'these doctors goback to chool or what
would they do - under this fund? IWhat use would be made of -the

Dr, HXkP'rwOWell, a great part of a! medical education now is
6utlde medical schools,in hospitals particularly, and, of course- this
isforinternsand.rtkstdents, medical atiddents whd have. just finished
medical school, but it is just as important, if not more"impoithnt for
continuing medical education for racticing physicians who partici-
pate in these programs. This would be,iiimy opinion, far more of-
fective in closing the #ap between, new discoveries in .medicine, by
research and the practice' of medicine by physicians than would be
accomplished byoveu1ment appropriated and administered funds,

prcicing, hv Ali
This littIeund created 'by doctors themselves could do a far better

job thaW the laIr g8 expenditureof funds envisioned under the program
to oefite:fei nal medicA.centers for cancer, str6keu and-hdar disease.

Senator, CmTJIEs. 'Dct6r, on another point. ,are the dotorof
Florida inttested'in sein the-Congivmss gve additional 0nideratiofnto th', establis-ment f 'prVate pension ifiids2' o to.spexk similar 'to

bills: which W have' had .heretofo oi one which 'has, been cal.. d the
HerlongSmAthersKeogh bill or one time the Keogh-Herlong bill ?

You. now what I ani.tii abou, "prhratepelin pti , -
,Dr, Miur x. Yes.Mr;I
The doctors have expressed, iii pbls and through the house of del,gatos~igreat :intereSt' in suahhfunds as tax-deferred!'kfuihdS for pensions

that they'ina reroate' for theiseleithrou h" helegislative mrclbeitsm
_yiaton4 ha met6 nntioned. ,T hp V -~A 1ft greater 41t469~n a'4roal 'df that type of pensionn plan thain they have expressed fo soohl

Senator SirAvTn-s. Twa noreqjueStl6ns. is t yourjudgtnttha,
the Mijoritv of the doctora of Florida desire to be covered under s0ial
Seoulrity? "A' .~

Dr. lIAMT.. It i my. judgmentthatho poll wesent out, Sena-
tor, W~a~ittle: confused becuse it included two questions.

W~otld' they preferth t erlong~smathers-Ke~g approach or the
socia&lsecrity approach, , ';, :,i ,. ii
, Iii the .,ag eate; of'Murse the pension plan, RT lo.n g-S ug teM
Keogh approach was by far approved. But there was no clear-cut ma-
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jority on'the simple question of -whether or not they would approve
coverage' under social security., They said they would far rather ap-
prove the other but then the question of if it were not available, what
would -they want to do, I am afraid I cannot give you.t aclear-cut
answer.

Sena thrS mi8 All.right.
Is it your judgment that the inajorityof the'physicibns of Florida

expect this' time this ytr, 1965, that the social security program will
be broadened to include health services and that they are reconciled
to that fact and would cooperate and work within the provisions of
such a law?

Dr. HI-xp~znf. I am sure the majority, of physicians of Florida
will cooperate' to provide the best medical, care they -can under any
circumstances., They have their opinions as to how it can be better
done, what legislative mechanisms would help,: and they do not ap-
prove of providing tax supported health' services for those citizens
who can afford to pay for themselves. They feel that this is not only
an imposition on the taxpayer-- but it establishes a new principle of
government, an obligation on the Federal Government to provide ;per-
sonal services as the right of citizens regardless of need. This opens
the Pandora's box and establishes the keystone for personal services of
all kinds that could be provided by the Federal Government regard-
less of financial need.

Senator SmATHEIIs,. All right.
Thank you very much, Doctor.
Senator AirnmnsoN. Senator Dirksen I
Senator DMKsm.- I have no questions.
Senator ANDERSoN. Thank you very much, Doctor for being here
The next witness is Dr. Siegel, of the Illinois State Medical, Scietyi
Senator Dirksen if you will please introduce Dr. Siegel, when he is

ready to start testifying.S Senator Diu'sBm. Mr. Chairman, Dr. Sieeel is from East St. Louis,
Ill., and he -has been chairman of the legislative committee of the
Illmois MedicAl Society. - .

This society has somewhat in excess of 10,000 physicians and bur-
geons, who are active members of the'society. ! Incidentally, Mr., Chai
man, before Dr. Siegel proceeds, I noted the discussion here with re.
spe to the benefits available under Kerr-MlI.

In the State of Illinois we have established the means test by neans
of level of income and property held.. The individual can 'have an
income of $1,800 or in-the case of a couple they can have an income
of $2,400 a year and still be eligible for Kerr-Mills payments.,,

In addition' to the incom%,and I am drawing on memory now, an
individual or a couple can. also dwn a 'home and in addition to that
can own an additional $2,800 worth of property, and still haveavail-!
able or still-have the benefits ofKerr-Mills.,

The State has been very generous, and I think ini the initial prJolram
for the first biennium through our legislature expended $18 million.

Dr S=0E ' $20 million , -
Senator Dmi It was in that neighborhood and I' kept abreast

ofit from tiiawtotime to seehow it operates butI must' shy., a4ll
the world can hear that we have been very generous, we have' been
v6y genfplrbis il order to ,make th6 'KerrMills bill -work, andl I .am
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sorry to say that the Department of Health Education, and Welfare
has not been very helpful in encouraging the State.

When we disclssed thiW matter a year ago I asked Secretary Cele-
brezze for'inform'ation that had' gepno out to'the average person over
65 who' might be available. They had Virtuill y no literature put out.

What they 'sent out were directions for the local ffce and'Ikow
o4e of m staff called tip At HEW to get some information on Kerr-
'Mills and_ when the operator at the other end 6f the line asked what
he. wanted to' know" and jh wanted information on Kerr-Mills and
just. like that bhe'said,'."Ylk lri6wt i4't working, donVt you P"

So, when you can't get by th 6 telep h6n npeiatori hOw.do you expect
t e Secretary Who rins theoartmine.itt " "'

wanted to make it clear what we have done; in Illinois' mder. Kerf-
mills'.

Doctd6r I may not' be able tb'Mary"oit becatise we hav'o leave
when th6 session begins.'

sTi MF T OF, DA. V. P.:. . E, OH t N, LEIS I ATV-0 I &,IrvTTo FZ;IS: ftATE MXDIGAL so TY

Dr. SEGEL. Sure. " '

Mr. Chairman and membr,'of the coniiittee, I am Dr. V. P. Siegel,
East St. Louis, 11, practicing surgeon and chairman of the legislative
conitt' 0of: the Ilinois Sta Medil'Soiety. I appear before'you
today on-'behalf of the society, repenting approximately 10,000
practicing p ysicianS in theState of Ilio.

Accomparnying me, aivilable to'answeib questions, is Dr. NOrris L.
Brookens, chairman of the ,ooiety's committee on economics .and
insurance.- Dr. Brookens is practi ing irterfist at'the Carle Clinic
in Urbana, Il.  with' : ' , th • • c

We are concerned 1ithe 'gntu, U tte ranges In health careservices which wilF be' brought: a iout'the en4tment of 1.Rh 66Th
We deplore the speed with which this. legislation' hap .Ben iShed
througY the H-!ouse. We commpend the S ate 1inanc Committee for
recognizing the needto examine the provisions o ''the bill in opeh
hearings. .SUPPORT "AMA

Dr. Donovan F. Ward; president th b Aferican Medical Associa-
tion, has presented a statement o itlining the views of the "erit of

,Amnicn hysicians. 4alu oaepit' eva"a~ U066
id: o ffers numerous r 'dats. We v w ,66ed :o

record'; A,'a~prigl AA 6 o~~~u.~Vvsh h~wvr
' anpy, our ky pomtn t, 'tt ony thirepct tr ... 66pTh,asl sI08 , "i, . •;,'.(1) Removal of physicians .oaman.dator sill secuy

....~~~ ~~ M- M- me i -.0:i:(a is , "no4 ,,ulthr
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'" SOCIAL SECURITY OOVEIRAOE
It is generally known and agreed that physicians do not retire actor

-near age 65 and that it is not inthe public interest to encourage them
.to do so., There, is no justific tion for forcing physicians to participate
in a programfom which they willderive, at the most, only limited
benefits. Social security is a taxing program to :pay current benefit
obligations. .I-ti s :not insurance. WNevertheless it relates to"benefits
repsqnablyaisticipated at some future.date. Only 1 year ago your
commit( :re moved physicians from mandatory coverage under, H.R.
11865 and indicated that if would not compel us to become a part of the
old-age, slurVivors,"and disability insurance program until the xnajority
ofhysicinnswished to be cover. .. t .Medical.P e'ial position of theliinois'St Society was est b-
Jished bya survey. authorized by our house of delegates.in 1O(1. ,T.e
survey showed that 54 percent o ded were-oppsed to cm lsory coverage. The results were iublishedin the
Deeember,-1961 Illinois Medicali ourxial. A copy of the article is ap-
pended. Inre.pora ed i conimittee ile.] We su port the A MA
statement that the i-imij6rity 6fhj9si6ans d6 nt wcant social securitycoverage.

coerg. ,:, SPECIALTY, SERVICES-

Approximaly 1,200 physicians ii Ilinois practce i feir speci-
ties-anesthesilogy, ra dology, -pathOlogy, and physiatry; While
these services are largely ormied in the hospital setting, "they are
medical services proviedby physicians and should befreated a'c-
cordingly.' " e b p d hu bt ea

The framers of H.R. 66T very, wisely reasoned that the physicians
of this country would not willingly accept a program which, permitstheir services to be diposd of at the discretion of hospital adms-
tratOrs. This has been a subject of 2mTiih onbern among these sp'ecial-
tiesover teyers".
'.The probleme m has been largely 'reOlved in;aneshesioloy byhe adop-
tion of, direct. patent billing. We support th6 position of the four
specialties as taken by their organzitions and iirge this committee to
retain these specialty services under part B.

4 ~E8ONABLE" IIORE8ti resn "ble 66iOd -'tLsver

The term "reasonable ci rgs." is used at several points i thi bill to
descib4'the amount' which tie 'oG6vernment will ray for'services
rendered by idividual practitioner drpa 1 Bothe medc~l
program. Charges-or ee ar e:the mhouints established byidividuialpractitioners and thii patients to value physi6ian serv i in the
marketplace. Charges vary w id ely according to tlib skill and iemaiid
forth services of'thephiyca."

We do not believe it-is the intent of Government to estob iiiation-
wide physician's fee schedule :oi tOnfir that ce, ai meAcal 'fees aren6t"refasonable" Sinipl]i because thi~d6 nft ohf6n t6 heiroposed
payment schedule. _We recommend that the word "custom.ary3 'be sub-
stituted for the word "reasonable" as applied i thiS section of the bill.

!/
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MEDICALLY ORIENTED A031UNI8TRATION

It is' of major tocrii, to medical societies and isL continually ex-
pressedbyour individual members, that the administration of health
care programscannot be successful when physicians are not adequately
consulted. We recommend that acceptable medically oriented admin-
istrative agencies be clearly defined in the finallegislation.

,This talent is already available iii many State and county health de-
partmentS, cooperating, and I emphasize that, with State and county
medical societies. - • ,

Since H.R., 6675 is stated to be a medical care program, not a wel-
fare program _

'Sniator SMATiEts. Is that what was said by tho doctor who preceded
you, Dr. Hampton I

Dr. Smom. It is the same. We wouldlike to get the type of adnin-
istration that would get the most cooperatiomn

SSince H.R. 6675 is stated to be a medical program, not a welfare
prokram it will i'tbqir6 high caliber, well-tramed, competentmedical
diction. 0 ' : , : • .

This se ems to be partially reogn sized in H.R. 6675 although the
languageiso extremely -Vague. Section 1816, presumably would allow
part A, to be administered through any public or private agencyacing as the fiscal administrator. ..

Section 1864, specifies that State health departments may be used to
determine compliance by providers of service with conditions of par-
ticipation' but it also implies that other State agencies may be used.

KErlD NOT AOE

In our remaining time we will discuss the overall health care por-
tion of this bill in relationtothe practical experience of our members
in dealing with Government medical care programs.

Our experience in this field convinces us that any program to pro-
vide health care with public funds should be related directly to fin.
ancial and medical n2, not. to a single-age factor-and further that
such a plan must be responsive to local situations and needs through
local adinistration--and,fInally that existing prepayment and insur-
ance plans should be supplement not supplanted.
'W6 believe this bill will result in chaotic conditions in the adminis-

tration of benefits when a large segment of our population is in a posi-
tion to demand these benefits as a matter of right

Most physicians in practice have received'part of their training in
public tax-supported hospitals. We became -familiar with what is
called APA. -this is the medical jargon for acute political admission.
We leamed the facts of life in regard to chronic political retention of
patients in the hospit.l.

W lin hsrital services are madeavailable as a matter of right theseproblems wi increase d to olrica essures. The medical utiliza-
tion committees provided for in IT{.RA6,5 cannot be expected to cope
with the acute political admission hnd retention.

Hospital ittilization commites arenotnew. Theyhave beenuseful
but the problems are enormous even without the injections of political
'6onsiderationg on medical judgments.:- Many who have worked on
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such committees believe .the ,mosb -fertive.uti!izutn control resultsfrom long hospital waiting lists.
GOehnlm ; when' this ,happeris-.-and it. willalmost. immeiately-

not only thd dctr, but the congress wll receive repeated telephone
calls. This will be ollowed by uile,-we bqlieve--upon rule, issued by
th Secretary of Health, Education and W6lfareo

Illinois p ysioians hav, a poud and productive heritage of eoop-
eiation withpublie agencies which provide care to thosewbo have a
rOal need for g0vernmental-assistance. Througha:system'of State and
county medical advisory committees we assist the admim istrtion, (4
the quality quantity and cost stanlards of. out public !aid, medical
program. A fee schedule is utilized which in many instances isbelovi
tie actual ut~of-pbcket cost:of thep hysicialis' services. Many patients
are cared for without char to avoid excess paperwork, ,

U is 'hot sneaiytAk,!fo' hyt professiona-1groupto:Sit: in judgment
on the performance of its members when proper inwntives do not exist,
'When the, need factor is.removed, what incentives rema'm for the
'physician toiroluntarily "doilserve piiblici fiids?: If the payment for
medical care for all elderly, regardless of need, becomes the ,responi-
sibility -of" th6Tedeikl. Government, the iicentiveg are.remov~F for
-pliysieias to 'sbrvice public-6id patintsunder title XIX at less than
theircustoniaryfeeoratno fee.;., -* ,,

We urge the committee to evaluate these 'aid many other practical
*considerations before establishng anyfederalized healthcare program
suchas sproposed under H.R. 6675. ,

Wo conclude oiur testimony by asking yod to toplace the health care
portions of H.R. 6675 with a program which relates to financial and
medical need rather than age., We recommend a program which would
be administered by the States and utilize the tested methods of private
insuihng organization.

OGentlemen: we sincerely apprwciat this opportunity t appear before
you to state our views. . ''.,

Senator AXDbiSoN. Thank you very much. .' Sentor or sn, ~h ~ in
ena r o u have ay question s?

Senator DMirKeN.' I'have questionsn,
senator sMATR. J have no questions.Snat r" _nS0N, Thank you've miioh, Doctori and I appreciate

the. brevity of. your.statement. It, is well dbne but'itill brief,
*Thank.,odo.
Dr. S o L. Th rnk you.
Senator AimE RSOx. I'amgoing to call on Dr. Teall next.
Dr, ChepnAult-areyou Dr.- ' ' . .
Senator AIv ONoI am skipping y'u, Dr. ChenaUlt, because Sen-

1atbr Sparkman wanted to behero.

STATEMENT OP DR. R IALPH TEALL,, PRESIDENT, CALIPORNIA
MEDICAL 'AOSOC1&TZOx~~.

Dr. TEALT. Mr. Chairman and Senatoi Smathr, you have' a copy
of my orl"testimony propped; and I vil cut, this quitw short since
: Senator Am rn6N. I, prdmise you willfrea it as I hav6 thdwhole
statement of the AMA.
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Dr, TALL. And you and I are the whole committee.
Senator ANDERSON. We are now.
Dr. TEALL. 'You have a copy of my testimony and the supplemental

statement, and I only want to make one or two points..
I am a physician, in practice. I. am president 'of the California

Medical Association, and I do represent- the views of approximately
22,000 doctors there..

We are concerned about' two elements in the proposed H.R. 6676
'A and B in. title XIX, and Obur comments onthis, in general, parallel
the comments already made by the physicians here today.'

We would like-to request, ift at all possible, that the supplementary
insurance health.benefits to the aged be drop ed from the onsidra-
tionoft the committee at 'this: time, and-considered-in; a sepatra bill
sothat its merits Will not be confused with the many porti6n*s of.HAR.
6675, but there are many portions of- 6675 we are delighted to support,
and we indicated our stipptrt inCaliforn..

We are concerned that the matter of need remainihi any legislation'
that is enacted; and -that there shall be rewriting of ,parts A' anid' B
if possible, to introduce or to reincorporate 'the original concept
health care related to need.

Yesterday,- sir, .you commented on the relationship between social
security parents, and the problem of medical' care oas ifthere were
some parallel to be drawn. I would like resepetfully to'suggtthat
the social security payments ate' designed to be a floor -and are, just
exactly that; avery minimal floor. It is our understanding that $100
to $125 is essentially the maximum monthly return for an. individual
and- cannot be regarded as in any way- an- adequate standard 6f liv-
ing for citizens in our State.H -oweVer; in regard medical care, where any' help is t6 be given,
it is highly desira-ble that it inlu'de all of the medical care-requirefd.
It is important that the patient stay in the mainstream of medicall
care in the community, and he should be subject t6 no discrimination
and no segregation from other citizens who are able to pioviide 16i
-their own care. "

We are also aware of the historical, development- f "your.Kingj;
-Anders'on bill and the reasons, why, at a reinltf this development,hospitalization has been given high 'ribrity inHR. 66, .

Pritary emphasis hasbeenpIaced there as to) the basis of all iedi-
cal care, but it is recommended that these medical care 'insurancep o.
-grams, if. enacted, be recognized t6 emphasize and sifpport office,
home and outpatient care 'as the baAis -f good 'medical cai6 rathe-
than hospital care.'We live that in i maily instances, the intent of th Ways arid
Means Committee of the House as expressed in the House report has
not been included in: the* bill; we have listed 'in our forma],statelnent
-soine',specific 'suggestionswe-believe might-clarify the intent he,spdoific laniguageof thebill,'; ght :  clarif th .inen in th"

The only point on, which, I would like to comment specifically is
the intent of the committee, as stated 'in its report, that mi determin-
ing reasonable charges of physicians the carriers would consider 'the
customar' charges for similar services generally made by the-physi-
cian, arid the, prevailing charges in the locality. Thes phraie do

47-140-65-pt. 2- 9
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not appear in the bill, and ve' would suggest they be 'restored in the
bill ii the appropriate place.
,As has already been testified by many witnesses before you, we in

Californiabelieve that inpatient hospital services under either of tle
proposed health insurance benefit programs should continue as in
the: Hbuse-passed bill, to. exclude physicians' services. Unlike the
comments made yesterday by Senator Douglas, however we. do not
believe; that a introduction of those so-called specialist services
uxider the hospital insurance portion of the bill is confirming the
present practice of medicine.

iI Califonia,' at least, which is the only area with which I am
.riv rieged'to speak, 'the present practice of medicine and the'present
dvelopments, ae ;quite the Opposite particularly' as; regards ,anes-
.tUesiologisth, physiatristsi and X-ray persons.: These' people are not
now, in many- instances,, being billed on their hospital 'services, and
there is an increasing tendency for them to bill for professional serv.
ices* iftpndwiently.
.i.We A-61jievo the. amendment proposed by Senator Douglas, there
fore'i sin opposite diretion to the preset developInents-in the practice
of medicine.
lip!An additiial "oint we would like to call to your attention is that
&if thospcialists' services are placed utder the hospitRl insurance plan,
we: will,; be under. increasing pressure, as testfiflZdobyj previous ,wit,
neSSe, to admit people to tle hospital in order:to get these specialty
aoriIces Ptid for under the bill; We believe that it would: be much
inore economical if these services were left on the outpatient basis
whet most X-ray and,. as you indicated yesterday, most laboratory
services are actually provided.

It would diminish the pressure for hoispittalization aild,tterefire,
the expense under that portion of the bill in order to obtain- theseservices. ' " , ..N-Ptinmm~at on that issue, sir, we believe that the present practice

in California is to separate these services from hospitals. We are in
contact with California Hospital Association. The California Hos.
pital Association is quite sympAthetic with our point of view, and
only yesterday informed .me that they would like, it rend into the

,statement that in their 'belief, the primary orientation of the prac-
tice. -.f medicine is the physician wherever he may work, both ih or
out of'ospital practice. .-

Senator ANDMRsON, Doctor, that differs' somewhat from tle posi.
tion of the American.IlospitalAssociat ion.

Dr. TjULz,. Yes, sir; I recognize this. I am informed that the
California- Hospital Association is supporting the American Hospital
Association regarding: radiologists and .atitologists 'at ,this tine;
they are perefectly happy irmdiscussing with tis ad their hwn board
.of. diretorswhether this could not be resolved'on the basi. ofa'time
interval in order that the billing procedure of hle hospitals could be
worked out. It is my imprme..ion they feel hot quito so strongly asthe
American Hospital A.ciatioh.. nl ath
,,: ',would hIkito testify here that the relations in .California betweeh
Californift -I.spitkil .As9ooiation 'and Calif6rnia-, Medical- Association
a ' VQ ,yi verygood 'We, work. problems ot together4 aiid:, we, tre
happy that we can hhve a continuing fine relationship with that orga-,
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nization. It has been an increasingly good relationship in the pastfew yeaft s . .This, i general, concludes the comments that I would like to high-

light from our proposed oral testimony, except to reminl you, sir
that-regardless of what changes may be made, the primary point 01
reference which we would like to emphasize is that the doctors still
retain the obligation and the responsibility of finding out what the
conditions of any program are, nbt this one,'but any program under
which he fakes care of his patients. The doctor obviously under this
bill? has the privilege of deciding for himsel? in the case of each
patient whether the program does enable' him to give the highest qual-
ity of medicl care that hie is capable of giving. -9

,The, traditional costs in American medical practice are for each
physician to do the veryThighest quality practice he knows,- and to find
whatever circumstances help'him toward: tis' end."We are, of course, in' ideologicAl donformity' With the testimony 'al-
ready offered many times by physicians" and the 'Califoinia Medical
Association would -like to recordits belief that the intemsts.of the
American public andthe patients, who lire our patients aiid ou In'
torest, )FWillbe Much better served if neither the basid hospital benefits
prograin nor the SupplemntAl health benefits program as proposed
.for the aged by part 1 of this bill is enacted.
We also would like to-subscribe to the testimony already given urg-

ing continuation of the I'-sefit exception from .self-employmient cover-
ago for services'performcd as doctors of medici..

We, thank 'you for the opportunity of making these comments in
therecord.:
(The prepared testimony of Dr. Teall follows:)

TK8TIMONY ON H.R. 007513Y RALHiI'0. TiALL, M.M , O4 BtUALV OF 'rnv CALIFo1N14
MEDIO+%L AsSoOIATION

Senator Byrd, members of the'comnittee, 11y bathe Is Ralph Teall. I ant a
doctor of med!cine. I have conducted a Prlvatelraetlce of lMedicine anlslirkory
in the city of Sacramenta, Calif,, since 1032. 1 am the presidefit or the Citornia
Medical Association, a voluntary asoelttton of over 22,000 lihyslelans."
•lur entire concern' in Studying the text ni efftst of H,3R. 6(165 Is to Ualntalin

and Improve-the highest -possible quality of medical care for each American
citizen and Its'full availabilIty whenneeted; ' , - . ' , P

The physicians of Cnlifornia are pleased to support the proposals for extension
id improvement of Federal grants to States for medical assistance programs

(the proposed new' title XIX of the Social Security Act).. I hVe Just cohipleted
teitin4)y before i committee of the Callfornla 1,eglslature proposing extension
of our State public medical assistance programs to conform'to this new title
XIX, utilizing prepayment pla1 to protect the digIlty of the l,atient to keep
ptiblic assistance benteticlarles in the'Mainstfeam of medical care, 'to simplify
Government administrativeprocedu'e'anld savi? the' tmney of the'taxliftvers.

There is, however, very serious question with regard tO the niprojrlate role of
Federal -6veinment in the ptobleus of financing medici care fo6r the aged
w'ho fire, not neey W''It' Is obvious that a tax-supported systeui wich completely disregards the,
finfnelal need of the beneficiary cotfahis a built-in demand for llmltle-0s exteusloi
and expalislon.' Prudence would suggest a program which containa concept
of built-in decrease. as need decreases, 'This colkpt is Inherent Ii relating the-
Governument's support to a iVbrkable definition of needdo",

It Is suggested that the subject matter of part'l oftitle I-'health insurance,
benefits, for the. aged-i-be separated -from- HIt.R, 6075 'and. be 'eonstd0erc4l
independently. ' .* ' -

It is further suggested that the supplementary health insurance benefits for
the aged be dropped entirely front legislative consideration.
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Ytift ISdot aciebptable,-andyon choose to recoetinend-etthew the basle hspltal,
or the supplementary health insurance benefit plans, It is recommended that each
be rewr!ltvn to Incorporate thq concept of help rel te -tQ n eed.
I-Where help iS to'b gyerij It 146delrable that it'liclide'all the h l neWSdl' for

all the jnedidhl dare reqi6 red. 'Xt ilI tnortantthit the patient iq i-,n the Mbin.
stream of nWedlcal care In his community. -He should be subject tWo 4lseiml.atIon or segregatlon from other it ens Who are aile to proy;eze for their 6wn
care.~,vhoaeabeo rvd

SinceO 1960, a.'iogram of medical care insurence'iwtl Overnweni paying
part. or all of t6e preiunri cost ftr neaily 6 million active and retired'Fede0a
employees has proven 'ery successful.,

It is commended that the: two health care benefit Insuranceprograms fot
the ged, if they be enacted, be woied to model them 4tfter, the existing Federal
eimjeebhealth benifts propamIn,

Under H.R. 8675, primaryi eniphasW is placed on hpitaIlizati'n as the basis
,f all I-dical'care." It, is-red,0nnibnedtat these n dcai :re inuante pro-
grgns,, 1* they are to be iehacted, -b reorganized ,to emphaize and to support
office, home, and outpaptent carp on the bgssls of, anticipated need.
It is suggested that tile bill be amendeO to Substitute the phrase "Inst itutional,

nonphseiclan provlde6r of service" wherever ttie hrase "providers: of service"

-Seetion'1802 of H.A 6875 guaimtees free choice by, the patient of "any *
persozq qualified to participate ,' if-.. such, ' person undertakes to. pro-.vide ' * Such services." This guaratt .is Mneani gless unless "conditions ot
pa'ticipatiob 'ae d ui that Wa gteat m jo'rity O physiciasii voluntarily "'undertake

Ioto 'de seie ''dd tile ptraMs.,
In several instances the intent of the Ways and Means COifmnttee0 of the

House isnot refieot&lln thebill.,,
1, The c€ mit .tereprt sttes that I"your t committee's bill proviles, that the

"phyhician is to be the key figure in deterpidning, utilization 'of health' services-
and provides that it is physician who lin tWA decide upn admissl6n.tol a hospital,
ordet tests, drugs, and treatments, and- c termine the length of Sta,'. However,
these words and phrases do not appear in the bill. The intent of tM committee
could be better implemented if the phrases wre lnclde.,

2. If the determination of what is Ia "reasnable -charge" for physicians'
services is tO be made by a carrier. organization, hiq should be done. only by
brgan'izationsioihlina ted by th 6'sicl instheniseves.'

It is suggested that the bill be amended by adding a phrase to permit physi-
clans to nominate the carrier: organization to represent them such as is done
for ipstitutlonal, nonphysiclan providersof service.-,
I, ,Th e iqtent ,of the committee,, that,,,, ndeterminng reasonable. charges" of

physicians, .'thecarriers would consider the customary charges for similar serv-
ices . generally made by the. physician", and "the prevailing charges in 'tie
locality," does not appear anywhere in the bill. There should be full recognition
of geographic variation as well as local custom andAexibility, "It is suggested
that the bill, be amended by adding the phrase from the report.

We urge that all Inpatient hospital services under either of the proposed health
insurance benefit programs continue to exclude all physicians' services..
If part I of H.R. 6675 be adopted into laW, It is suggested that administration

of benefits for physicians' services make greater use of county and State. medical
associations: (a) In review of claims, (b),in appraisal and controLof quality,
(c) in supervlslon and monitoring of utilization for both outpatient and in-
patient care, (d) in mediation of misunderstandings and complaints and (e) In
establishing the level of "reasonable Charges." . ,

The supplementary health insurance plan for the aged Is" described as1"voltn-
tary." There is nothing "voluntary" about general taxation which provides the
matching $3 per moxth.,. It is anticipated that from 80 to .5 percent of all
U.S. residents age 65, Or, Older will ,enroll. The effect is to eliminate any--and
all-other'-types of health-insurance for this age, group., Theeliminttlon of all
voluntary alternatives- make the programs a. national compulsory system for
the aged. , It creates a completely, nationalized health insurance system-which
will quickly produce a completely nationalized medical care system.

yIf ou should decide to recommend enactment, we have offered unme construct.
tive suggestions for changes.

* -, I 1 1 -
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pelbility, remains wIth each Individu41 American

phy , sicla t4decidQ, b; i0stip . 3r c , buditl'
kt a ce, y,,,elb! one, of t be program will., per-

Wt him.(o: 1;4t; guality- of, pipfeimlonglgare to ttkd patient.,
After very eardut and ihougbtful studyt'tbe.' 411fornia belle

thatthe ngtioualpublie.. pteteat, will be bg4tjserved If neither, the ba"Ic hospital
benefits p0grarwno the, PupOleme'n"tathealth benefits prg)gram, an proposed Or
the aged by I)Att I ori

-Wj nij6,contlituation.of th6present exception' fro -employment'coverage;nedapadoc rofixedictuq,fbioervices PerfoT 'to
Tbank.,*o4 for Your courtesy' In permitUng me to.present theft views of.tbe

0411forala. Me4lcal Aawtatlon.

SVPP'=]'WZIqTJWr StATEitlizit'"it H.R. 66T5 'BY RALP ''d !*ir4I . .- , . ; . - 1 4 , - -OlVila"M OAr iORN1A.MW1.OAL A860OUTION

Senator Byrd, members of the committee Vy nalnO is:Ralph Vall. Ar AM lk
doctor of medicine. I - have . oiiducted 'it private practice of wedidine and
surgez7 In thO'clty'of SacramOnto Calif., since 1932. ''T am tb4 'ptesIdOnt of- th
Callfo6l'a Me'dicallk"Odlptl'6iiiii-Volti-nt lattob, R dtfof 9%000 physichtnt#,ry asw 

Is'tq3kt1Wd effeets'of H.R- topia Wainand Icn'rqVejbq,b1 hi-it u&lIt*' Of - k eackAmdrican olti.;9 es '"' lbl", medf Oil ttre fo*
ift attd ItOftll Kvidlabill Wedo-n6t;'*16* the Omb epls O'Mcidt,
cal care as poUtl6al-problems' . Wi bftr thl , tea a pubille s#1hrI6 big6d
miAnthiOd &Y-0'" d6ko'xpe'rith'ce 'And 06ntAdt;= jprobldn s4of

Th, 'phjslblafis 6t 0a1tf6rn1&'kr6 pleased to sup W6 16 f6r eitinal6nfo, "Ort i6gramhosand Ift4ovoka-Ont Of Ped0al 4ifith 8 t 4 t Mae med Cal gigs =8(ihed, 0_l , .601$ (t ei now- titlb XIX* bf 0 Otojodsedpxv oeod'ln R 7ifi IAct). *V6 'JUS, Wt * &bnhltteeibf thSoetal StiOttRY', -:1 h t edmoletod fi 6ny befoi* a
Wiftrhla Legli;laturei'o-rolmidt'O'x'te".&IiDn .of our State plablAc modkillagiletance
prograrbs . to 0006r& td thli; 60 HU xrx,. Utlitzin g prej* ytient Wan to, pro-,
iect tb'e'd1jt1tY 6f the 'j*tlefit,40 kcs6bi public assistance bendfliclaries1ii the mgn
stream'df mOdical, cAi6,'t6,'oii OUL P.G6vernti etit admiffletratke procedidre
save the inogof'6f th'OA ipay6ZC thl

of VPdei&l'G6**erW1t0 the problems of finaheing- inddIW7 tare foi the itged
who are Wdtfiiedy.-

R 6675 -k66oWtO4 -th6, Importance *of a'ri*ugem_6hts *hIch P Wift llenablel
needy 1lOd1vjdbd1x11,jO !%ttain' 0 retain' lhftendent-6,16r ielf-carq.11, .
im" I help'ih fitibinclug health -ciai-6. should'1)4 bas6d'ofi this, self-libilting pif clple;
for'' eate'gt*soryi bt6tti;beneft likrieoanOtd'o*di"fre6666lety

it is obirlous-th(tt'a tax-su orted system. Whijoh'Ornptetely dlerogaide "the
financial n4e d di the Wheficlark'pontaltlk.* Wlt-tn- den skhd for 41mitless Oxten
1116h.an(leotpanal6n., 'Prudence Wbuldiiu#gota.:OrO#atii- *bt h oiitatnia-con
dipt of bullt4h'decikg6 0 ii, W'decireases.' Thlo Inherent
the government's Wpoort tO 'a *Orkable, pindeimiWittg, ' n6nebarity deftioltion Of
t o soneed"dtheindivIdual

the Woe ahd1deiiW'&m 3ftte6 of, the^ HoufWof lReb'res"otAtIv0s, has' con-
eltided,''tbAt', 1110d6ral"- Mve'rinimont actlon'should Mt 1'b6 Umltid' to "mewmrea

hft6t thby'h0wbe6ot4 O'
'20, pir.4).-HoWdier"e' en-thblugh"theiro W-ay'U'd genOral;-a* in6tit'bu-1'

*re#"t*ciAW of' =ed ii1edlcv&
'ji6v -erty -thlg'i iao;'t Oquivalent to the Or vlglo6.6f 4 mobollthle, imtlonalized medl&
ital leatd insufatic-6 systeti di'is'noVO'%1 Med fok 'all aged, iegat'djeft -of 'theti
level of 'afteac6bt, of hth6d.4

'MItA pregept form H.R. 6075 ji'i huo f4omidWreombitting so, ' manY' dif-

"t " f6jxAals Iii o6o'bIll't1idt'hone of them: cah be,4deq1A MY cobaldered od
Itil 6WItneiltso' A -IjAO -of -them -are g66d.', Oftivglve r186 to do6rl6

It is4ugg"te a, th subjkt inafter of part I of, ittle, 1'-he&1th'In'su'ranc'6*
,Nfiefit for the 1119 .311 b: 'a" pd, froin HAS 6675 "d consldered- lilile-
i*fidentlk.

Xf it, I- fath t.A Ik thi-'shovibinentaty health ldftftnee benblits Voi
thb agbdonrl 13 of newtim xvnt W dtopp o entirely, ftOjA 16*wa-- el I pro
UVO Onki eratlola. -



'It-thli- I jh~t, cdept able's, aen d- Yo'0U choo6e't 6 1 e6himend eithei'th'e badc'-h6s-
ifltal, vr thev supilentr eat 15tacbe tjas oetiaothent,itjs
recommended thtec'ererte td incoDrporate the c~ncep~t of hlp 'related
'to &We indbif aItbe rAl def1iti 'of o~nee

-Where--0 help id"Wbe l'*en In finail1 , iodlat lckid If Is hIobhW de~irabl6that It Wnltide' all thb help, needed tor'afl the me'dicil, cIr req ire,latlier t
a limited 'fraction of 1tha t care. It Is Important ' -that _tiO -pitient tay 1w the
WIianstreabi df. m#4ica1 careIni his ciunltY. He should be IOubjekt I t) "alsi
6r0mination "or segregation- fro i 'other 01izien WhO ire able' to prOiW for tkoir

-He- should- be able to use the same facilities and the sanielkh~d Oinsurance'support as Is used by'othercelfizens. His eiweand finarilm Tbupm
should be arranged In Ouch A way as toperit him to attain or regain his inde.
pendeACe an14 his fjtpt hl-care at the earliest possible time,. These-goolq are
Met- beit b 'the- widel a O.e~ted'patteni of proid ink' fine lAlh"610, for kned ical.
care In the united States th'oughb'dr' V'~'ry successful, 'dud very rapidly grow-
iWg,.volunitary health Insurance qysteqms,

' ne-of 'thee systems hbas been found. to work yery: suecessfgly and eo~4
cll IQ, publi mn, t asitance programs. In, th aiornia .Cou'ty. of Santa

ga'rbiri. A 44sunOl Qf xiat' experience 6 subitted --to yopu herith ,_eCull
torhia .lg jslturiis )Iow consdering ,tenqIo Lp. oftha t ,64cept-,to il puli

ass~tacepeica crp, al. aptborized.un4e W prpsed pe ite~
"r1j use i ofjfinurance cqrri., 'as ljiMied'fta 'PgensoP4 sa

Wa~ eN tie0ad has been imuch Jes Sucesfl 1 .,f. .

5inp~6,,apr~rInao medicare In~rm wit O'y nment paying part
or all of the'pr'emim cost -for"nearly 6' millIo n Acte *and retiredr Vidgifr
9,Mloee hai rvnvr uecessful .. This -offers, fvedp of ehito~ ot6f.tAe
type o~r ex;teot'of the Insurance sIpotdir bhenoedpon,, ,j ,e g~o
to hsivm, eoics avaijable loa aiiisand, his, i eolcal, need. .TheProgram hasu encouraged, suott4 , and- e~ th _9uqefulnossq of- tha voluntar
health, insurance systemus.'U It i " -1' ii ,.atfpfaclory an4l ietble to, the
eprolleest- thjiosptak, to phyican -ai oter members s Of the beItiarta,
and' to, the FederaF g.oveirnment'as 'An -employer., A'v" ysmlr ,gat Q
active and retired, eiployqs oif'the "State' of 941ifora 'Is I oryJng very,^well.
guch programs secure 'opft"ni bs "of vohitiry, eath wikqu'r~c agenile as
full Insurance unifderwriters. iathr than as, lin~lt fscal ageqt--0w.#_t 9m~
* UVpo" this oncept, con~ribtitios are made, by theben ficlgrlIes as, well, asjthq

Oovernment. Provision cftni be Made-afid eaily'dniitrd-o ti ear'ers
to offer additional benefits which could be purchased Py thQ ~ .beiire v'ho
desired to'-do so.. The Carieoro'well-estahlislwd litor~c e~lperience ca~ befully
used. *The. Federal .0ovqrnmeqnt wilt' not be directly In til elth%4insurance
business with'responsibiit' to reimburse, for all or pat 'Of The- Xne4icai tare cost
of each person Age *0 ol eder. The. Federal Government under. such' a plan
supprs n enco~ e medical care insurance coverage, -'t istherefore,.rc
omumended that ~h w lfihcr ene~ iurance programs. or tbe, aged,
pONoe4- by part 1 of HA. o6 f thy bente nolwbeodifleo~o to oiej
tem; After- the existing. Feeral qniployeeh' health. benefits' program and the

retired Federal employees health benefits'program.
.,',Under the health ,dare Insurance proposals ~of HR. 88713,'piiio~r nrlaIs

pai~ei onhsialization6 as thebasis.,o~g all medical care. It, is'troo at o
h*1ptalization is only an, Ipeien i" 40 the continuligcare, ,buit, gor most persons,
hospital nation is~o ,ply -a In . ncident .Irj the continuin geare' reqlored. At Is f*~r
iesiportntbthn adeqqate p reventie and early. diagnosti -ad cret
care before hospitalization Ws required. These can often avoid thened for any

hospitzatiop. Te overeni nbesois, on: IAl care in .I 67wilceta
very heavy Increase in demand for hbospia I use, 'greatly oveortaiing thie cApacity
of, American hbospltals',for'jhe, present or'foreseeable future, and- gre~ty n.
Preasing theoverall cost of medical -care i tiscountry ' It i's' e~o "Inwd
that, these medical ca6re. insurance prograrnl, lf theyaet ~ enacted, e'reor-
ganized- to ernpbasile and to support offie, hoifie_ and outpitient care on the
basis of anticipated nee..

Troughout te bill,,. frequent~ referezc Ismae povider pfsrie'
m eaning institutions and not physicians. T1e -Itefils are well, define4 -In 'this
.bill.,'. However, iupst physicians alqo regard. themselves its, '!providers 4 service",

substitute th'e phrase "In~tituntio ,nil, innpyisliirvivd rs of.W service" wherqypr
the phrase "providers of service"' occurs.
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Sectlon1802 of H.R. 6075 guaranteed free cliblce by the -patient of."any 0"* -P
rPerson .qualified to particlpate1 * *- ' 1f such: *, * * person.- undertakes, to "pro;
vide - .4- such services;'." This 'guarantee is meaningless to the patient unless
conditions of participation tire such that a-great majority of physicians voluntarily
' undertake to-provlde" services under the programs. -In several instances the intent'of the Ways and Means Committee of the U.S.
House, of: Representatives -Which -developed H.R 6675;. is not, reflected in .thd
language of the bill itself on matters related to participation of physicians
Examples are given below: ' -

1. The committee report (p, 89,- par - 8) states that "Your committee's billl
provides that the physician is to be the key figure in determining utilization, of
health services--nd provides that It is" a, physician who, Is to decide upon',ad*
mission to a hopsital, order tests; drugs and treatments, and determine the length
of stay." , ' However, these words and phrases do not appear in the bill itself, and
the matter is covered only b$' the requirements, which appearin both parts A and
B;that'payment Is to be made only if a physician Certifies to the mdldal necesity
of the services furnished. The* intent of- the , committee could be better.- Imple4
mented if the phrases In the first sentence of the report were included in the bill
It is suggested that the bill be amended to-read, under section-1814(a) (p.15i
line 13), - "Exce pt as ,provided In, subsection, (d) payment for services -furnished
an individUal -may be made only-: to providers of- services Lwhich' are eligible
theefOr under sectlod 1800., ,,The-physician is tobe the key figure in-deterino
Ing utilization of health; services--tind bephysIclan' is !to, be the., one- who
decides upon admission to a hospital, orders tests, drugs and:treatmentiaud
determines'the length, of stay. ,,, For thls reasonii paymebt-- may- be made;.only.
if #;.*!' The bill should be amejuded-in the same way under section 18W (a)_
(p.871 Ilne25).8). .( W.. " . r .

S,2.f; The'cobnimttee- report ( No, 218 p. 40; par. 1) states that ."Yor committee
believes that, benefits under the supplementary health-Insurance benefits program
should, be administered; by -the' private .Sector,; This form, of iadmistratow is

particularly approprlate- for the supplementaryy planbecause, of the benefitethe
planh Would provide. It, the case of physicllanS' services;_ Prvat ,insurerse group
health, plans. t and Volunitaryc mMical, insurance plans have great experience .1a

reinibutalsng physicians." - -.. n-,- - .. .- .-
- If the determination of whatis a !,reasonable eharge"'fot.physicians' .servlce4
is to be made by a -carrier, organizftiton, this should be doe.only by grganiza,
tions nominated by the physicians themselves, as is provided for.institutional
nonphfstclan providers of service regarding hospital costs. -;,- . ,
- IHowever, :tbese phrases d9 not appear Inthe. language ofthe bill tielf. -It 1
suggested that the bill be amended by inserting: the openig- sentence from the

rel ort, into; the-bill and by,.adding phrase tO. pernit-pbysilans to-nominftte the

carrier organization to represent them such as.is, done (under pt.A, see; 1810-(a),
p. 22. lInes: 9-12)- for institutional, nophyslcian provle rs of services... :These

additions would appear in section 1842(4), (p. 53,- line 16)0. V te openipg lines of

the section would then read as follows:, #In order to provide for~thO O4dinistraj

tion of the benefits, under this part,, theSecretary, shal) to t ' maximum, extent

possible administer these benefits In i the private, sector of health insurancq-,by
entering into contracts with carriers. -Such carriers way: be nouinate4 by. ay

group or association -Of physicians, such as a county, or State medical soeletyj
who wishes to have payments made under thiS partatbroigh'a National, Otate, or,
other: public or private agency or organization. -These, carriers, wilt!! under"

i v t ' P . , '

-8..The committee report ,(H,-Repti.218, p.88, par. 2) provides that .0Where
payment by the program is on the basis of charges (for pbysiclins', services and
medical and 'other health, services not- furnished by providers of services), the

carriers would take action to assure that the charge on which the reimbursement
ls based. is reasonable and is not higher than the charge used for reimbursement
on',behalf of, the carriers' own policyholdprs or. subscribers for;compargble serve.

ices and under comparable circumstances. In addition,- *here payment Is on the

basis of an assignment. the reasonable charge -,would have to be accepted, as the

full payment, In determining -reasonable charges, the carriers Would!,chsideV
the customary, charges -for similar services generally, made by the pbyeiclan or

other person or organ zaton' furnishing the covered services, and Also the prevalA
ing charges in the loalty for similar services.t7t, -

The intent of the onmIttee, quoted ia ove, - a" jdeteringo ressonab'
charges" of physicians, "the carriers wild consider .the cwtimary ghargesfoe'
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sinllar service generally made by, the'physiclan" and "the prevailing charges
In the locality," doesnot appear anywhere in the bill itself. There should. be
ful recognition;Of geographic variation aS well as local custom and flexibility
It Is suggested 'that tho bill could be amended by adding the phrase from the
report to section 1842(b)(3) i(p. 55, line 24). This portion of the bill would
thed read'as follows: ' (i) such payment will be made on the basis of a receipted
bill, or on, the basis of an assignment under the terms of which the reasonable
charge i in the futll charge for the service; -(reasonable charges will be deter-
mined on the basis of the customary charges for similar services generally, made
by the physician furnishing-the covered services, and also the prevailing charges
in the locality for similar services"). - . ,

We urge that all inpatient hospital services under either of the proposed health
Insurance benefit programs of H.R. 6075 continue to exclude all physicians'
services eXiept those of an intern or resident-In-training under a teaching pro.
gram. (see. 1861(b) (8) and (4), (p. 64, lines 10, 11, 12, 15, 10, 17).). :If part 1 of H.R. 6675 should be adopted into law, It is suggested that, wherever
possible, the administration of benefitsfor physicians' services make greater use
of county and State medical associations (a) in review of claims, (b) In appraisal
and control of quality, (o) 'in stipervision and monitoring of utilization for both
outpatient and inpatient care, (d) in mediation of misunderstandings and com-
plaints, and (e) in establishing the level of "reasonable charges." A deep
continuing, liaison between the Department of Health Education, and Welfare
and professional medical associations can be very helpful In setting up depart-
mental regulations. ..

The supplementary health Insurance 'plancan have the effect of freezing and
perpetuating at the present level of: development for the American people, a
system of medical care which is otherwise highly dynamic, rapidly evolving;,and
constantly Improving. It can also freeze the financial underpinning by insurance
which is now available for this evolving system of care. -American system of
voluntary health insurance are very valuable and useful; they are also constantly
changing and improving. The present stage of development In medical care and
insurance Is not final,-finished, static, or permanently desirable. Each must re.
reain flexible, adaptable,"and responsive to local need, local customs, and local
patterns and social change. This adaptability may be seriously, impaired by
the rigidity and inflexibility inherent in a single natonal system, tightly con-
trOlled by administrative regulations of one Federal agency, as proposed in these
two programs.

The Supplemental health benefits program, proposed for the first time tis year,
Is not well understood by the public and is potentially destructive of existing pat.
terns of medical care,.

Section 1803 of the bill permits any individual to secure additional protection
against the cost of any health service. Snc' the conditions of the two health
benefits Insurance programs for the aged create, in effect; an exclusive monopoly
for this age group, no voluntary supplemental benefits can survive In the private
sector and the permission becomes nearly meaningless for any Individual.

The supplementary health insurance plan for the aged,, as proposed In part 1 of
MIL 6675, is described as "voluntary.", ' However, there Is nothing "voluntary"
about general taxation-on U.S. citizens of all ages, which provides the matching
$8 per month per aged person to be supplied by the Federal GMvernmenti, Be.
cause of this subildy,' it id anticipated that from* 80 to 95 percent of all U.&
residents age 65 or older will enroll. The effect, when coupled ,with the com.
pulsory basic hospital Insurance plan for all aged, is to eliminate any---and
all--other types of health Insurance for thief ge group. Any U.S., resident ihge
65 and older who wants heath insurance will have no available alternative to
the Federal programs. The only option remaining Is whether the individual
enrollV in the, 'Federal programs or elects to have no health care insurance.
Certala enrollment provisIons further negate asy voluntaryy" aspect of the plan.
(There are (a) the requirement that if an'eligible person doez not enroll Within
8'years of the time he first becomes eligible, he is forever denied'enrollment
(M) the requirement that an individual who drops his enrollment 'more than
twice may never again enroll -'and (o) the requirement thit the premium Paid
by Ithe enrollee be Increased by 10 precent for eachyear he delays entering
the plan.)' The'ellmnh~itlon of all;voluntary alternatives makes the prograins
In' fact-if not in name-a national compulsory system for the aged. It creates
for all persons age M and older a'completely hatlohalIzed health Insurance sys-
tem-which will quickly produce a completely nation alized medical ca re systein
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Here -is the kind, of -combinationIzrel traint of trade? which we profess to, de-
plore in the private sector of our economy;,a mon0lithiosystem, establishing a
monopoly which defies any possibility of challenge or competition and to which
each individual age 65 and older must yield if he wants any health insurance
at all.

It would be only natural that people under age 65 would come to feel that-
their tax payments, -both of the special payroll tax for the basic hospital insur.-
ance plan and of the general tax for the subsidy to supplementary health Insur-
ance plan, create a vested interest for benefits which they would then like to
receive at-a younger age and at times of their own economic stress. The demands
for extension of-the program, both in scope .and. in application to younger age
groups, may be expected to become almost irresistible in future years. The
effect may quickly be a complete nationalized health care system for all ages
in the United States. This implication underlies all consideration of these two
proposed programs which masquerade under' the honored name of "insurance."'We recognize, however, that other considerations may lead you, in your wisdom,
to recommend the two medical care benefit: proposals which are now included in
part 1 of H.R. 6675. . - , .

If you should decide to recommend enactment of either or both of these pro-
grams, we have offered some constructive suggestions for changes which We
believe might make these program somewhat more acceptable and more effective.

The importance of maximum accPtability and effttiveness becomes clear
with recognition that under any program, the responsibility remains with each
individual American pbyiIclin to dldet, ii each instance, whether condition.
of the program will permit him to provide his highest quality of professional
care to the patient. - -, - " ,
I After very: careful lund thoughtful 'study the 'phySicians 6f Californla believe
that the national- pblic interest will be best served if neither the basic hospital
benefits program nor the supplemental health benefits program , as proposed for
the aged by part 1 of H.R, 6675, isenacted. -

For reasons already presented to yoU, we urge continuation of the present eor
caption from self-employment coverage under the Soclal'Security Act for'services
performed as a doctor of medicine (sec. 811(a)'(1) (pp. 218 and 219, lines 1, 2,
8) of H.R. 6675 amends existing law by eliminating this exceptionn.

Thankyou for*your courtesy- In permitting nie to present these views 'fo the
California Medical Association. . -

REAsolS WHY THz usE op OA muu AS, FuLL INSURING UNDxawnms IS'
BrnE TntAN THEIR USE As LA mIT FISCAL AGENT ADMiNIsTBATOaS

1. Premiums are not Oxed and are fubJeet to negotiations and adaptability to
the local Wituatiqn and Individual need, which benefits the covered person and
gives him the advantoge of lower regloral costs. 1 . : I

2. There is possible a better recognition of perfectly proper Varlatlon in costs
and charges. -

-'8. There Is increased Incentive, from competition between carriers, for econ-
oy and efficiency.
,:4. ,Scope of benefits can be adapted to the need of individuals and the local

situation. , :
5. There Is less extra noninsurance responsibility, such as overseeing utllza-,

tion review and determination of "reasonable charges" and "reasonable costs,"
which are more properly the function of- representative organizations of Institu-
tlons or persons providing medical care. :

0. There Is greater opportunity for saving in premium cost made possible by
favotable'experience with individual groups on a geographic: or'other basis.

- 7i There canbe greater responsiveness to changing conditions of medicalprae.
tice, and to legitimate objectives and evolutions including vo1tary evaluation
and control of quality.

8; Individual patient's medical records are available only to the carriers and
not subject to inspection by a large army of Federal agency people.
q-0. There is greater freedom of eholce by the enrollee, among plans, on the
basis of demonstrated quality and price difference.,

10. There Is greater freedom for the enrollee to judge scope 'ld quality In
the program and greater freedom for the carrier and the providers of setvic6; in-
eluding physicians.

' -, .. . ' .- ~ ~ ", -J ' , , .
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11, .Theie is less tendeed' for a rigidity; of. nationwide benefit seope to down,
grade the entire spectrum of health care services by central control, to the level
of the lowest common denominator through establishnment of nationwide norms.-

!12. :There' s; better balance betwen carrier and enrollee, or between carrier
and Government, or between Government and hospital or physician, which, in
normal Insurance practice allows both sides to* negotiate as equals. Under a
Government plan with- fiscal agents, the Government administrator has all the
power ald.can' dictate allUdecisions rather than participate in bilateral negotla.

1M.; It'perilts the carriers to renegotiate with Government on.the basis of ex-
perience--in the Interest of the enrollee-the scope, cost, premiums, fees, and
other features,

14. There is greater autonomy and self-determination which can permit the
highest: possible standards of care with the greatest professional freedom and
fesponsiveness to the local point of view.

1., It supports--rather than destroys-for a large population segment which
uses a substantial portion-of the medical services of the Nation,,exlstIng volunw
tary prepayment and Insurance systems.

SANTA 3AW~A~ -PLAN CONCEPT

~~f~A .' . 0hUTUBE 01' THE IP500W

he program was .promulgated on FebruAry 1, 903; after 2 years of develop.
ment, and negQtlatio4 between~the county medical society and county and State
government , It -was goncolyed by the physicians of Santa Barbara County:as
an expresslon.Qf theJr conviction that public supported medical care, programs
can operate best if they create conditions that make available to the welfare
recipients the full medical resources at the disposal of the entire communitY;
and If they vest the fullest measure, of local control in those who ultimately
provide the care. The program therefore has important now Ingredients, which
are philosophical as well as: fscal, and operational: It Is considered' the first,
though 4ot necessarily the Anal, step toward a new concept which seeks tofinattce
care of the highest quality inder conditions which assure dignity to the' patient,
freedom- of professional practice and participation in program design and control
to those who serve the program-and to do so at the least cost to the taxpayer,
be he at the Federal, State, or county level.
Benefit truoture

The program parallels the benefit :provisions of the public assistance medical
care andmedical assistance for the aged program, and covers under the'prepaid
plan the benefits which are provided by physicians. The other' components of
theprograms, such as, for Instance, dental services, drugs, hospital, and nursing
home care, are administered by CPS under the conventional fiscal agency arrange-
ment. By unifying thetwo arrangements; namely, prepayment and fiscal agency,
under one administrative roof, It is possible to maintain fully coordinated admLn*
istrativo control over the utilization of the total program withoUt costly And In-
efficient fragmentation.
Oottraotu'al'Orlationshtp

The agreements were entered Into between the county of Santa Barbara and
Clifornia' Physicians' Service with the concurrence of the State department
of social welfare. In order to accommodate to the county's fiscal year, the first
contract period, covered February through June 1003, and subsequent contract
perlOds cover the 12 niontha commencing July 1. The programs now in its third
period. -Almost 7,000 beneficiaries are presently covered.

The agreement for the prepaid plan provides for fixed rates per recipient per
month for medical care, and separately for administrative expenses, broken down
int1 6 the various categories of aid and MAA. It provides for review and renego-
tiation annually, but includes special provisions which automatically modify the
agreement should the State plan change its benefit criteria or its professionalfee "

structure. Thus, the prepaid program has a predictable medical and adminis-
trative dues structure, subJectto renegotiation each ,year, while the fiscal-pro'
gram follows the conventional Open ended arrangement Using the advance fund-
Ing concept under which CPS is reimbu, sed for administration on a formula
identical to that in other fiscal agency coun ties.
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of the plan 97 percent of the doctor community backed the program. The ,real
test of qupport, hoWever, must.be found in the number of doctors actually tr'eAt.
lg beneficiaries of this pla . This Was sttidied iait year and it WaS ,foupd that
iboUt 90 p '6nt of the privately practicing' physlias ha4 aeen such patients.

When Ift i borne tIi'mind that the specialty,'of some. Ohysicians-recludes theleiarti ipitioi dud t11t program's benefit limitations, this Is Indeed an -impressive
fguro. AFtimal withdrawal from te pram has been confined' to one or two
pysmaticas.' 'Thesi fgures would indkNate that we have in' Santa Barbara County
What m ght be termed "tOtal" professional support.'.
Dispersal of 061fntif

Another test of performance Is seen in the utilization of the fdii spectrum of
hiedlcal resources i'f the communit throughh the eligible welfare' recipients. Prior
(opromulgattoh of the prepaid plan, the 'gIeat majority of welfare rbolpients was
te'n by a relatively few doctOtS. 'When a research team of the State'departmentiof social welfare first reviewed the prepaid plan, based on the initial few months'
experience, it was found that this concntration- had diminished, but that the
majority were still seeking care through relatively few physicians. This was
6f burse,; ievitable' Inasmuch as' th"stoady traniioln to more conventional
patte"t's bf cte was Just beginnitig at that ti'me.' Locatlto'of jrihctiee alone will

odtinuzeto ea'e certain concentration, and ~ceoftainly the fant Barbara corn.
unity is, not' entirely imniite to'fact0rashich create similar conditions else.
where. What Is really significant is that there is afoot a continuing trend of
patients previously concentrated among a few physicians to avail themselves of
the ;qtai medical resources of the county..
Adieort and reve o act tie , ". '

To oth6 tjulitY' ofcare rzdertd, and'to th1 best use of public funds which
nanee such care, thiO aet~ljty has ben most significant. To begin With, the

66inmittee'has to'6ses1 c (t6siiaty patterns of medi al care such as they would
applY 'to" the' community 'A a whole." Such norms, combined with a direct,
persnal acquaintance withethe miedcalcOmmunity, and with the'peculiaritieS of
piatice on the part of individual physicians, gave the' committee a yardstick
whereby td evaluate the'p'rogra& in its entirety

Particularly during the early metings, the tommIttee obtained ;from'OPS a
complete and detailed review of the utilization on the part of each physician.
This represented the raw material which led into two main areas of committee
Investigation. '

First, It made possible an assessment of the' financial solvency of the program
the dlspe'rsal of the 'patlente, t0 the medical comunity, the apparent adequacy
of care as compared to that which other segments of the community would be*ipected to receive, the use 6f consultants in treatment and the Utilization of
ancillarY services. Ii otherwords, it allowed a continuous assessment of the
basic criteria to which this plan was especially committed: Broad physician
participation, ready availability of care, and quality at the lowest cost corn-
patible with It,, And It made possible corrective measures If they became neces-
sary long beforQ an insoluble crisis.
.Seco~dly, this, evaluation brought to light treatment patrns by individual
physicians which warranted further investigation. . This is a more customary
committee activity, but here, the activity is generated in two ways,- through the
committee's total, program records and, as usual, through the administrator's
claims department.

The high level of committee intervention has not been created by an unusual
level of potential problem cases. They are here an expression of the complete
meshing of the advisory function with the operations of the program, a composite
of evaluation, guidance and self-discipline which is the cornerstone of the plan.
PatiMt *atiafaction

The plan was to assure dignity, accessibility and quality of care., No poll has
been taken of the patient's viewpoint, but we are told that the members are
pleased, appreciate the absence of welfare Identification, are not being embar.
raised by unwarrantd doctor demands for supplemental payments, and receive
care readily and conveniently without discrimination.
P~oal stability .. . .

At he end of the first contract period, itwas possible to set aside a fairly 'ub..
stintal'iserve,'and it is expected that the seond, contract porlod which ended
Juno 80s X04, .11 aganaddtO this reserve, which is ully ve4 i0 the program,
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and is earmarked for its "elasilve use. As the medleal care rate structure,
which has remained unchanged, was based originally on the experience.of sur-
rounding counties, the experience is indicative of prudent use through the local
medical community, .It also underscores in financial terms the basic merits of a
prepaid plan under enlightened local medical guidance. In fact, it might war-
rant the conclusion that more adequate fees would be feasible without additi6nal
drain on public funo1s under this system. As to, the cost of adminiuatration, OPS
was able to, pss on the economies feasible during the renewal year through a
reduction of its administrative rates by about 27 percent as of July 1, 1964.
Research

An important ingredient t1is program is to be Joint research on the part of
the State department of social welfare, the California Medical Association, and
OPS Into the validity of this concept. This activity IS being pursued vigorously,
and some very meaningful results may be seen before the end of the year. In
the meantime, preliminary research rata are available and are the basis of this
report. In addition, certain of the basic research activities are channeled Into
the advisory and review committee for their program assessment and utilization
control.
Acoeptabfity to gov&iimeftt

It is essential that any publicly supported program must be acceptahle to those
in whom control of public funds is vested. At the county-level it i our hope that
the plan reduces Involvement with a highly specialized activity to the barest
rainimum- At the State level (the source of about half the fonds),we believe
that quality and availability of care and predictable expenditures #re importauit
And at the Federal level similar criteria appear important. ,All. components of
government are obviously iiiterested in a structure which facilitates care undif-
ferentiated -because of financial circumstances, and which brings forth and
ctultivatee the beet tlat a iesponsible medical profession can offer toW the
community.

Average monthly thedtcat care ependituro.Ver recipient, April 1968 to Maroh
1964--Piblio asetetanwe medical care program

Santa
Category of aid Barbara Ares I State

County ,

Old-.ago surivors ........... $. .. .......... 1t. 62 i 81
L; ........... .. ............ ................... 0......... . M060 sa o

Aid to totally disabled ............................--..--.. 21. 429.98
Aid to faml es with dependent children ...................... .L6 1 2.21

Average of the above principal program ................. &3 811 7.82

S~AM& Barbara prepaid plan and fscal plan.

Senator,:AivnDE o. Thank you, Doctor. I appreciate very niuch
the'fact that inyour manuript you indicated what you were going to
read antd speak about and what you, were going to leave outi, and with-
out., objection the full text of the statement-ac- has already been
.4one--the full text of th* statementwill appear i the 6 cord.

Doctor; how about the section: whereyou. list the reasons why the
use of carriers as full insuring underwriters is better than their use a
limited fiscal agent administrators; would you like that also ?

Dr. TEALL. Yes, sir. The reason for that is covered in our supple-
mental statement and that is the reason why we believe the Federal
employees health benefits program which does use carriers as full-risk
sharing underwriters rather than as fiscal administrators is a better
approach. These were our study documents.

Senator ANDERSON. The Santa Barbara plan concept, I assume you
wanted that too ?

Dr. TEALL. Yes, sir. This has been introduced in our supplemental
testimony. It has been a unique experience by direct carrier adminis-
tration, and we believe it would be of some interest to you.
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Senator ANDERSON. Without objection, they will all be included.
'fhankyou very much.

Dr.ANALL. Thank you.
Senator SMATIERs. May I ask one question? In your last para.

graph y6ti say:•
We urge cdontinuation of the present exception from self-employment coverage

for services performed as a doctor of medicine.
Dr. TEAL'L. Yes, si .
Senator SMATHERS. Do you, at the same time, recommend asa corol-

laryreonimendation an improvementof th6 law with respect to takhig
care of private pension programs ?,

Dr. 'FALL Yes, sir.
senator SMATHERS. And retirement programs?
Dr. TEALL. Yes, sir. I would think this is a separate matter, and

we certainly believe there should be more attention given, .as you
have already given, in your previous legislative record.

Senator ANDERSON. Thank you, Doctor.
Dr. TEALL. Thankyou.
Senator ANDERSON. Senator Sparkman?
Senator SPARKMAN. Thank you, Mr. Chairman and gentlemen- of

the committee.
I simply wanted to introdu'e my frieiid here Dr. John Chenault

who is the spokesman for the Alabama Medical Association. He is
accompanied by Dr. Burligon and Dr. Donald. They, together with
Dr. Chenault, constitute the committee representing the Alabaina
Medical Association. - I

Senator ANDERSON. Thank you, Senator Sparkman.
We will be very glad to hear from you, and if you will be seated with

your associates there, you may present your statement.

STATEMENT OF DR. TOHN M. CHENAULT, MEDICAL ASSOCIATION
OF THE STATE OF ALABAMA; ACCOMPANIED BY DR. PAUL
BURLISON AND DR. JAMES DONALID

Dr. CHIENAULT. Thank you, sir.
Mr. Chairman and members of the committee, I am Dr. John M.

Chenault, a practicing physician from Decatur, Ala., a member of our
State committee of public health, State board of medical examiners,
and board of censors of the Medical Association of the State of Ala-
bama. I am here representing that association, which is composed of
some 2,200 physicians in Alabama. We are grateful for your invita-
tion to appear before your committee, and for the opportunity to
express our views and conclusions concerning this extremely important
legislation, H.R. 6675.
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In Alabama, we ha*e a unique administrative situation, The Medi-
cal Association of the State of Alabama differs from all other State
medical associations in that the entire physician membership is, by law,
the State board of health and, as such, ischarged with all matters per-
taining to public health. Because of this responsibility, which we
individually and collectively feel, we are greatly concerned in all
matters of health legislation.

Senator ANDERSON. Do I understand that 2,200 members are on
your State board of health ?,

Dr. CHENAULT. Yes, sir.
Senator SMATHERS. Briefly, how does it function, just through the

officersI
Dr. CIENAULT. Through a committee that is elected from the voting

body, the voting delegates.
The general provisions relating to the health insurance programs

are, for the most part, unwieldly, and we believe unnecessary i n. our
State. In Alabama, the State board of health has tie responsibility
for licensing and inspecting health care facilities, including hospitals
and nursing homes. Our established procedure is efficient, adequate,
and appropriate for our needs.

We oppose many of the provisions of this bill, especially part 1-A
of title I-proposed new title XVIII-which provides financing of
hospital care through social security. This legislation would centralize
control over many aspects of the care of the sick. We feel strongly
that there is a basic error in the concept of our Federal Government
providing a service of this nature to the aged segmeiit of the popu-
lation.

It appears to us that, of necessity, the administration of theqroposed
program will result ii control of both thevendorand the recpient of
the services. We sincerely believe that such a step would be dangerous
to the physical health of our people, not inthe public interest, uind an
improper function of the Federal Govetnment. The practice of
medicine-art and science-is a highly individualized endeavor, fitting
particular needs with best available remedies, and does not lend itselZ
to rigid rules or regimentation.

The proposal is a radical departure from present proedure in
that the Government undertakes the provision of services rather than
funds for the needy.

As it is now written, H.R. 6075 excludes coverage of the services of
pathologists, radiologists, physiatrists, and anesthesiologists as part
of inpatient hospital services. We urge that this'feature be retained
as it now stands. The practice of pathology, radiology, anesthesiology,
and physical medicine are branches of the practice of medicine just as
are surgery, general practice, and internal medicine. The services of
these physicians are not hospital services and do not belong in that
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librtlon of the bill-sblely design-ed'to offerhospital benefits.,, The ap-
proval of-any amendment classiflying these four specialties as "hospital
service ' would fore' appro imately -'15 percent of this country's
physicians tx become saaried employees 'of hospitals rather than
mnde~endent practitioners.*

The use of aregiessive tax tofund thi* proposal of health care, we
feel is another basic error. While we make no claim as financial or
fiscalexpet ets we uiderstAnd some bfthbe errorsofa rer ve tax.
We consider it to be unjust to tax the working ple of this country
to provide health care for everyone 65 years of age regardless of their
fiuianoial, need.-'. It seems uhrealistio fo: expect .a young couple with
children, and multiple costs-of-living payments, to be saddled with
an- additional tax for tfe oate of all the elderly.

In Alabama according to our latest available fighires, 8 percent of
the total popuaNtion 'is 65 or over' v5-'percent of our State s popula.
tion is between the ages of 18'and 64; 50 percent of all the families
i :Alabama have an annual income under $4,000 and 71 percent have
,An ;annual inome under $6,000. In Alabama, 50 percent of the non-
.white families have an income of less ;than $2,000 and the income of
80 ,percent of these families is under $4,000. A, large percentage of
this group ar'e the S6-called disadvantaged. The point is that the
lower income families would paya tax disprportionately high. We
consider this to be' unwise, unfair, and discriminatory against thee
very people whom we are all desperately trying to help, at both the
State and Federal levels.
I 'As, to part B of title I, part 1-of part B of proposed new title
XVIII-we favor, provision of adequate health care for all the el-
derly. • Weupport the'oincept of a voluntary insurance program-but

'feel strongly that it should b administered by a State agency on
the local level so that the peculiar needs of any area can be properly
met,

Further we believe such a program should be limited to those in
-need. We feel that administration at the Federal level, will inevit-
ably result in inefficient operation of the program, and' inadequate
care for the aged's ills.

'The'physicians of'Alabania respectfully remind you that we have
-always given fieely of our time-and talents for the needy. We desire
and expect to continue to contribute our time and efforts and we
believe that we can best serve our patients without third-paty
interference.

The medical assistance program proposed in part 2, title I-neW
title XIX-greatly expands the Kerr-Mills Act. Our experience in
Alabama4 with medical assistance to the aged under the Kerr-Mills
law has been good. There has been a steady growth in utilization of
this program. In 1962 there were 1,639 claims, for which hospitali-
zation costs were $390,959; fees paid to physicians totaled $2 189. In
1964, 2,710 claims with hospitalization costs $836,864 and onjy $4,475
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paid for physicians' services. During 1962, HOAP-hospitalization
for old-age pensioners-hospitalization , costs of 19,130 claims was

$3 962,277 -with- $17,259 paid for physicians' services.
in 1964, $6,23,418- was paid -for hospitalization for 26,369 claims.

The total number of hospitalization c aims for both plans in 1964
is 29,074 while 7,566 caims -for physicians' services were filed.
$',16O,m3 Were paid for hospital service, while $65,174 were paid for
physicians services.

This simply means-that in many instances no claims were filed for
the services of physicians.

We consider this to be further evidence that the Alabama, physicians
will cooperate. in voluntarily furnishing health care services for the
sick, the aged, and freely 1o the needy.,

We favor this portion of l.R. 6675 since it appears'to extend a pro-
gram of medical care administered at State and local levels, a pro-
cdure which we have found to be workable.

The self-employed physicians in Alabama oppose their inclusion in
the social security sstem. : Historically, no group has been included

under social security until its national organization has approved
such inclusion, and in the case of self-employed physicians, this has
not be4 done, Under the proposed combinect-social security andhos.
pital benefits ac the self-employed individual would pay $355 on
i. a~imum annual arnjngs of.5,Q00 in 1996. This wouldgradqally
rise to $514.80 on annual earnings of $6,600 in 1987. Any eelxe-
ploy ed person earning $6,600 annually would contribute $9,642.7 0
during the next 20 years of social security, and $5,148 for each suc-
ceeding 10-year period. This seems to be a poor investment, with no.
interest return. -Physicians in Alabama rarely retire at any age, and
almost never by age 65 ;thus they would not benefit from this program.
Most physicians in Alaama, as elsewhere, already have private invest.
ment plans for retirement income. This additional tax may jeopardize
many of these plans.'

It is ~gttable that the Members of the House of Representatives
were dened the opportunity to- debate the various,,fe atur of H.R.6675before its passage. We urge the Senate to ass6rt its itidepend-
ence and consider each proposal of H.R. 6675 separately, so that its
good features may be actopfed) and objectionable features rejected or
amended.

Thank you for giving us this opportunit to help discharge our
obligation to the people of Alabama in our effort to preserve for them
the best possible health care plan. We hope that our opinions will be
of some benefit to you in your deliberation. We would be pleased to
attempt to answer any questions and to obtain additional information
for you. We are submitting for the record charts and more details
concerning MAA and HOAP utilization in Alabama.

Senator AnmnsoN. Without objection those charts will be placed
in the record.

(The documents referred to follow:)

47-140-- 05-pt. 2--10
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Senator ANDFJISON. I am not going to spend any time in trying to
argue, but you say that the self-employed physicians in Alabamaoppose their inclusion in the social security system. Historically
you say, no group has been included in social security until its national
organization has approved such inclusion.
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You may be right, but my impression was the dentists were put in,
and the American mental Society did not approveI., ' - "

Dr., CHENAULT. I think the American Dental Society did approve.
Senator ANDERSON. Did they approve.
Dr. CU NAULT. It was my understanding that they did approve it.
Se aator ANDERON. Will someone here give us expert testimonyon that case? .:
Mr. JAMEq W, FoRums.; I am James Foristel. I understand they

did disapprovetwice, and finally approved, at least on an elective
basis were taken in in 1956.

Senator A1NDERso. 4am not sure. I thought they disapproved all
the way through' and finally approved the action at a later time,

ir FNViUsmL. Tlhe same story for the lawyers.
Senator ANDERSON. Good. I am glad to have an expert witness

to give us tl information,,..Any questionst ..

Senator SMATIErS. No questions.
Senator ANDERSON. Thank you very much for coming here.
Dr. Flannery.

STATEMENT OF DR. WILtBUR R. FLANNERY,. PAST PRESIDENT,
PENNSYLVANIA MEDICAL SOCIETY,

D. FLANNERY. Mr. hirman an1 Senator Smathers, I am Wilbur
E. Flannery, a practicing physician in Newcastle, Pa. I am here as'the
inmediate past president of the Pennsylvania Medical Society which
consistso0f some 12, 00 members, and having the plesent duty to ex-
presS.toyour our opinions with reference to the legislation before, you.

We have a SXi-page statement whili, of course you have tle longstatement in,your hands, .and our oral presentation will be, briefer.
V6W 4- duldlike request, if it is possible, to put in te record the

.Stt:mef tii. N 1s made before the Ilouse Committee on ways and
MeansNovcmber 20, 1963, ii1 connection. With H.R. 8920 f ti 88thi
C ngress, if this can be made a part of tle .record, or available to
8onators to fbk at. We believe it makes some points of interest with
reference to our opinions about the legislation.

Senator ANDERsoN. Without objection that will be'done at the end
of your tatemeit today. . .
I (The document, referred to will be found at the conclusion of the

statement of Dr. Flannery, p. 072.)
Dr. FLANNERY. Thank uu.
There are aspects of H.. 667 .whtcI we favor, such as that portion

which would increase the cash benefits to social security recipients
and the concept of voluntary participation in medical insurance sub-
sidized by general fund revenues. Our position on the measure as a
whole, however, must be one of opposition. This is why:

1. Those Who are able to pay for their health and medical care
should pay for it, regardless of[ age. To give financial support to
those who do not need it is-

Economically unsound : It would waste Government aid on those
who do not need it instead of focusing iton those whose limited
income calls for help. We in Pennsy;lvania have proof that the
aged who need help can be given adequate help.
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Philosophically unwise: To encourage dependence upon Gov.
ernment aid rather than instilling a spirit of personal responsi.
ability intensifies rather than;solves the problem. "Give a hungry
man a fish and you have fed him for 'a day; teach him how to
fish and you have fed him for a lifetime."

Pennsylvania has proof that an adequatd'progi*m for providing the
aged with help in meeting the cost of hospitalization and nursing
home care can be built on the need for such care. Our'medical assist-
ance for the aged program is helping about one-fourth of all- age 65
and over hospitalized patients, without a deductible feature and for
longer elods df'illness than- would the hospital benefits portion of

2. Financing should come from a tax imposed in proportion to the
taxpayer's ability to pay.

Additional taxes on those who can afford them the least would
create a problem for the lower wage earner that Would be greater
than the problem the legislation proposes to solve. We are concerned
with the economic difficulties that such regressive taxes are certain to
cause. We are concerned with the stiflng change in mental attitudes
that result from greater and greater payroll taxes on those in our
lower wage brackets.

3. The departure from cash benefits to service benefits removes from
the recipient 'the freedom to purchase that which most adequately
meets hid indiiidualneeds.
In the departure from cash benefits to service benefits, there is no

provision for higher hospital costs which have been increasing at a
7-percent annual r6t for some years. Thus, the Department of Health,
Education and.Welfare will have to purchase those services at "mar-
ket pric I or, it must control the vendors.

There is widespread misunderstanding among persons of all ages
as to what services H.R. 6675 would provide. Should the bill pass in
its present form, the disillusioned age 65 and over recipients who ex-
pect considerably more benefits than the bill provides would exert
massive pressures for expansion of the benefits, pressures that could
not-beresisted.

The service proposals make a further departure in that they are not
even subject to the same earned-income, limitations as are the cash
benefits.

4. The administration of medical matters should rest in the hands
of those with the highest medical training and should take place at
the lowest practical governmental level.

Administration at the lowest level is the most economical adminis.
tration.

The Pennsylvania Department of Public Welfare administers our
medical assistance for the aged program and does it well, but welfare
departments in general certainly are not as well qualified as are health
departments to administer' health services. There are numerous ref-
erences in H.R. 6675 to the establishment of advisory and regulatory
bodies and of authority without guarantees that there wouli be ade-
quate representations o medical doctors, and without specifying that
medical decisions would be made by persons medictlly trained.
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5. The public should b spared the lower quality, of medical care
resulting from over and/or poor utilization of health care facilities
and of the services of the members of the health, care team. ,

Physicians control to some degree the utilization of certain health
care facilities, but such controlislimited byhuman pressures to which
there is a practical limit. The increased, demands, on facilities that
the passage of H.R. 6675 would bring Would-resuet- in deteriorati6nof
the hospitalization andmedical care provided to the entire public. •

6. The direct or indirect fixing of prices, for -Whatever the purpose,
stifles incentie halts and reverses progress, and hurts th(se whom it
would profess to help.

In various parts of H.R. 6675 there is the establishment-of control
or the ultimate authority to control. These are detailqd in the Ameri,
can Medical Association s statement and we will notie t them.

Under our current system, every phsician in private practice and
every hospital certainly is in competition with every other acemible
physician and hospital. Ignore, if you choose2 the dedication tiat the
vast majority of physicians bring to their calling, but the competition
that exists under free, non-State medicine dare not be discarded by
anyone who shares our goal of providing the highest, possible quality
of medical care.

Those physicians who have chosen specialties of anesthesiology,
pathology, radiology, and physiatry should not be set apart from the
other practitioners of medicine.

These services should not be under' the hospital benefits portion
of H.R. 6675. The practice of those four medical specialties diters in
no way from the practice of other medical specialties. Among the
many expressions of opposition to any such inclusion .was one in a
letter to us from the pisident of the Pennsylvania Society of Anes-
thesiologists.

He said in part:
* * the most recent surveys have Indicated that on a countrywide basis,

more than 85 percent of all practicing anesthesiologists practice on a strict fee-
for-service basis. They render their own statements to patients for whom they
administer a service and are paid directly by the patient. The hospital does not
enter Into such relationships Pnv more than it does in the relationship between
a surgeon and a patient *

Hospitals do not provide the highest medical skills and arts; the
physicians do, and may tley continue to do so if the high quality of
medical care in this Nation is to continue to advance.

We. do not feel the hospital benefits portion of the bill should be
expanded. We are suggesting that the hospital benefits portion is the
wrong way to solve any existing problem. It does not differentiate
between the needy aged and the affluent aged in the degree of help it
provides.

We believe the direction of H.R. 66Th would be impossible to re-
verse when it proves to be unsatisfactory, and expansion to a complete
system of Government medical care would be inevitable.

Benefits should be provided in proportion to need and taxes should
be collected in proportion to ability to pay.

It is our earnest hope that this committee will propose an alterna-
tive that will not unnecessarily burden the lower wage earners and
will not place or drive the profession represented by the Pennsylvania
Medical Society into any further degree of State-controlled medi-
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oine- -reduced- quality medicine. One such alternativ0'with proven
workability exists in Pennsylvania.

We offer every.resource at our command to, assist n arriving at
such a national alternative., And with our offer to help inl any way
consistent with our.convictionsI extend-on-behalfof my 19,000 fellow
phys icii members" our thank you to the members of this, committee
!or thsopportunity to present our vie sb -•

(The prepared statemehtA of Dr. Flannery follow:)

STATEMENT O T1n PMNSYLVAIM MEDIAL SocuWY ON HM. 675, Soomz
.E.RIT Y AMiNDMENTS F 196'5

Mr. Chairman, and members of' the committee, I am Wilbur . Flannery,
at medical doctor specializing in internal medicine, and -1 am'appearing, here
today 'as imineiate past president and' spokesman of the Pennsylvania Medical
Society. ' Weardii pp6sWd to certain provisions of HR 6076 because as physicians
ind citizens we believe the measure would lower the quality Of medical tare and
that t is ecoi)omicakly unsound and philosophically unwise.,
.Our oppositon to'certain basic points of H.R. 0675 was Oetailed In our stAtor

meant ireseited in opposition to identical points that Occurred In HR. $920-f the
88th Congress, a statement presented on November 20, 1068 to the Committee 6Ai
Ways and'Means-of the U.S. House of!Repres'entatives We'request that' we be
alloWed to submit that statement as'part of the record of this hearint. because it
has a direct bearing on H.R. 6075, describes and identifies our medical society,
and describes a PennsylvAnllk program which Is helping without embarrisenlnt
those aged Wh06hed help'In meeting th~l'rhospifi zadflon costs. -

There are aspects of HR. 0675 which we favor, such as that' position which
would increase the cash benefits to social security recipients and the concept of
voluntary participation in medical insurance subsidized by general fund reve-
nues. -Our position on the measure as a whole, however, must be one of oppoai-
tion. We tell why lnsix points: ' 

-

1. Those who are able to pay for their health and medical careshould pay for
it, regardless of age.'

2. Financing should come from a tax imposed in proportion to the taxpayer's
ability tb pay.

3. The departure from cash benefits to service benefits removes from' the re-
cipient the freedom to purchase that which best meets needs.

4. The administration of medical matters should rest in the hands of those
with high medical training and should take place at the lowest practical govern-
mental level
.. The public should be'spared the lower quality of medical care resulting from

over and poor utilization of health care facilities and of the-services of mem-
bers of the health care team.

0. The direct or Indirect fixing of prices, for whatever the purpose, stifles in-
centive, halts and reverses progress, and hurts those whom It would profess to
help.

In addition, we have this opinion concerning efforts to bring about an amend-
ment to broaden coverage to additional physicians' services:

Those physicians who have chosen to practice the specialities of anesthesiology,
pathology, radiology, and physiatry should not be set apart from the other
practitioners of medicine.

An official body of the Pennsylvania Medical Society reviewed an advance
copy of today's statement of the American Medical Association and Is In agree-
ment with essential points made in It. To avoid repeating that statement,'we
limit our presentation to the six mentioned points with which we in Pennsylvania
have had additional experience and have made additional observations. In
respect to these points:

1. Those who are able to pay for their health and medical care should pay for it,
regardless of age.

To give financial support to those who do not need it Is-
(a) Economically unsound: It would waste Government aid on those who

do not need it instead of focusing it on those whose limited income calls for help.
We In Pennsylvania have proved that the needy aged, indeed, the younger too,
can be given adequate help and that need and eligibility for that help can be
predetermined.
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(b) Philosophically unwise: To encourage dependenqe uoon Government aid
rather than instilling a spirit of personal responsibility injensifies rather than
solves the problems. "Give a hungry man a fish and you" have fed him for a
day; teach him how to fish and you have fed him for a lifetime.":
,We in Pennsylvania have proof that an adequate program of providing .he

aged with help In meeting the cost of hospitalzation and nursing home cerecqa
be built on the need for such care. In Pennsylvania, oge (5 and over citizens
can determine their eligibility for such care in advance and thus can arrange
their finances to meet: their individual situations. Our program of medicalas-
sistance for the aged is helping about one-fourth of all age 65 lind overhospital.
izedpatients without a deductible feature and for longer prlods of Iiltess than
would the.hospital benefits portion of H.R. 6675.. Fewer than one out of 200
such patients do not pay or do- not have,.their hospital bills paid. This is a
record ;unequaled ,by any other age group, , This prograpi has no deductable
feature because when a program Is based on need, ,tax dollars are more wisely
used and thus can provide more help for tho'e who need help.., ;, I l

We hope that constructive legislation will 'result so .that: the aged .wo need
help will, receive it in a more economical,, mlore inclusive, more :practical WAy
than is proposed in H.R, 0675. The details of Pennsylvania's working program
are givenin the November 20, 193, statement of the Penniylvania Medical o8 -
clety which we have aslked be made a part of the record of this hearing.l' Since
the time that statement was submitted, the number of age 6-5 and over persons in
Pennsylvania: being helped -has been increased through the elimination ;of any
relatives' responsibility and through a vast educational program carried out by
the 'Pennsylvania Medical Society and the Department of Public Welfare. .

2. Financing should come from a tax imposed in proportion to the taxpayer's
ability to pay.

Surely additionall taxes should not be imposed on- those Who -can afford them
the least. Theywould create aproblem forthe lower, wage earner that would
be greater Athan the problem the legislation proposes to solvo. Additional taxes
on our lowerit wage earners without regard to their ability to pay reduces their
already minimal living standard and reduces their incentive to work and to
attempt to provide for themselves and their families. It Ifurther, reducqs- the
flowering of those human qualities which have been respon"Ible for, our Nation's
p r o g r e s s . " . " ' ' -

Why Impose the most regressive of taxes?- Should not they be .Imposed in
proportion to ability to pay? Physicians also are' citizens, and as citizens we
are concerned with the economic difficulties that such regressive taxes are
certain to cause. We are citizens and also physicians and as physicians we are
concerned with the stifling change in mental attitudes that result from greater
and greater payroll taxes on those in our lower wage brackets, Such attitudes
can mean the difference between incentive and resignation.

8. The departure from cash benefits to service benefits removes from the
recipient the freedom to purchase that which moct adequately meets his Indi-
vidual needs.

We commend the drafters of the measure for that portion which would Increase
cash benefits for social security recipients. Are our aged, to a greater degree
than,younger persons, unable to use a dollar wisely? Is it proposed that even-
tually their groceries be purchased for them, rather than to ive them the dollars
to purchase food which is to their individual tastes? ,,-

In the departure from cash, benefits to hospitalization service benefits, there
is no provision for the inflation of hospital costs which have been increasing at
a 7-percent annual rate for some years. There is every reason to believe that
hospital costs will continue to increase and the Department of Health, Education,
and Welfare will have to purchase those services at market prices or, it must
control the vendors of these services.

There is widespread misunderstanding among persons of all ages as to what
services H.R. 6675 would provide. The most common misunderstanding is that
it will take care of all hospitalization and medical bills for all persons age 65
and over. Should the bill pass in its present form, the dlidllusloned age 05 and
over recipients who expect considerably more benefits than the bill provides
would be certain to start massive pressures for expansion of the benefits, pressures
that could not be resisted. Expand the benefits, and the costs increase. In-
crease the costs, and there would hnve to be a further regressive tax increase.
Increase the taxes and many who can afford it the least are hurt the most.
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'The service proposal makes a further departure from a findamental con~fpt
of the social security prOgram. ,The services In thc'hbspital benefits lprton of
H.I.t'6676 are not eveh aubjectt0 the same earned inconic limitations as are the
cash benefits. It fail, to incld6 In thie set, lce benefits the safety fiictor which
has Operated 'o successfully in the'cash benefits portion. We favor the raising
o6f the earned income limitations' embodied In this bill and it would seem to be a
simple 'matter'to have proposed, at the very least,' that the service benefits be
-subject to the sam6 earflde income limitations as are the "cash benefits. -The bill
proposed that' tIe earned 'ifinomne lbiltatiotki be raised rso that $1 of cash beneflta
bU dlduettdfoi every $2 dfearned income Up to $2,400 annually, and that $1 6f
cash beneiflts'be deducted'for' every $1 of annual income above $2,400. Then', In
the hospital service benefits portion it 'does not propose that $1 of covered bos-
jpitallzation .benefits be renioved fr6m coVerage, for every $2 of earned income
up t6$2,400 6nnuallyi'nor that $I of covered benefits be'removbd from coVerage
for every $1 of antiual inc016e abovo $2,400. It is-Inconsistent. The greater Out
ay as a result of this inconsisteny could be used to better advantage in proid4
ng greater help to those who have th'o gatekt need for help. ? . •. I :

Cash, not sdrides, means that the! physician would be working directly for the
patient rather than for agoVernmental program,''

4. The idmibistration of medical matters should rest in the bands of those
With the highest medical training and should take place' at the lowest practical
governmental level. , I . , .I ,, 4 .

Administration at the lowest practical governmental level Is "the most eco
nomeal. administration..

In Penusyivania, we" are proud of our current department' of public welfare
administrAtion of our medical assistance for the aged,, program) but welfare de-
partments in general certainly are not as well qualified as health departments to
Administer health matters. -The fractionallzatOk ' of the administration of health
care is costly and' detrimental to the quality of care provided to recipients.

There are numerous references in H.R. 6676 to the establishment of advisory and
regulatory bodieS and authority without guarantees that such advisory bodies
would have adequate representations of medicAl doctors andwithout specifying
that authority for medical decisions would rest In the hands of persons medically
trained. Further clarification of these points is given In the statement of the
American Medical Association.

5. The public sh6ld be'spared the lower quality of medical care resulting from
over and poor- utilization of health care facilities and of the services of members
of the health care team.

You may say the physician controls the degree of utilization of certain health
care facilities and that Is partially trUe. From a practical standpolht,l the degree
of such control Is considerably less than some would believe. Physicians are
subject to human pressures and there is a practical limit to such 'resistance.
Physicians, especially in Pennsylvania, have been at work for years to correct
any over and poor utilization of facilities so that hospitalization costs can be
kept as low as possible, but there Is ample evidence that where there is a "free"
service, there is increased utilization. In most instances, increased utilization is
over and/or poor utilization.Various hospital planning groups have been estimating that the passage of
H.R. 6075 would bring almost Immediately a need for a 25-percent Increase In
facilities and services of members of the health care team. This would result In
deterioration of the hospitalization and medical care provided to the entire
public. Under our present system, we are not experiencing the British difficulty
of having to undergo a waiting period of 6 to 24 months for elective surgery.

Under our present system, we have an almost unlimited number of specialists
able to purvey the best type of medical service In virtually every crossroads
hospital.

6. The direct or Indirect fixing of prices, for whatever tile purpose, stifles In-
centive, halts and reverses progress, and hurts those whom It would profess to
'help.

We mentioned the danger Inherent In the provision of services because the
Government must purchase services at market prices or, It must control the ven-
dors of the services. In various parts of H.R. 6675 there Is the establishment of
control or the ultimate authority to control. These are detailed in the American
Medical Association's statement and we will not repeat them here.

Under our current system, every hospital certainly Is In competition with every
other hospital accessible to the patient. Every physician In private practice Is
literally In competition with every other accessible physician. Ignore, if you



SOCIAL SECURITY

choose, the dedication that the vast majority of physicians bring to their calling,
but the competition that exists under free, non-State medicine dare not be dis-
carded, dare not be glossed over by anyone who shares our goal of providing the
highest possible vitality of medical: care. Fixed payments never can provide tho
Impetus toward perfection Inherent in competitive fees-for-services, be those fixed
payments set by the hospital, the overnmeut , or any other group.

Those phfisilans who sve chosen specialties of, anesthesiology, pathology
radiology, and physlat rysbould no t'be set apart fOm the other practitioner#
medicine. . .. . . .. .nti • "oi" -n n h

Those who wqld'pweep'0nder hospital and governed ntal eontrolthe profes-
sional medical s 'rvJes of the above four named specialtile would make '
arbitrarydeelson. The services are not now covered under the hospitl benefits
portion of H.R. 6675 and-should'not be, for the practice of those foiltinedleail
specialties differs in no way from the practice of other medical'specl!ties.

Lou Goodman, M.D., president of the Pepnsy)yanta Asoton of ClnIcaL
Pathologists, in an April 27, 10&,. letter t. thie Pennsylvania Medical Soiebtyt
asked for our sup rt in attmpts tO prevent any Inclusion of the above medical
specialty'services irh ebill. ,.

Seymour 'Schotz, MD,, president of the PeniSylva1la Society of Anesthesiolog-
lets, Ie, In a. letter dated April $0, 105, wroteUi n part:

'It i comnmonly'stated tat theseices of ane.thesiologists a6 a Oart of a
hospital service.' The moet recent surveys hav6 Indicated that oil a contrywide
basis, more than 85 percent of all practiciigi anesthesiologists practice on a strict
fee-for-service basis. They render their own statements to patients for wh0&
they administer a service and are paid directly by the patient. The hospital
does not enter into suel relationships any more than" # does In the relationship.
between a surgeon 4nd a patient. .Therefore any attempt to alter this rela-
tionihip would work a serous' inequity against the practicing anestheAi6logist.
All organiZations of Anesthesiology are unanimous In their opposition to any
inclusion of anesthesiologists' services in hospital services."

Similar expressions have been made by'offlcials of the other two mentioned
medical specialties.

It may be that the American Hospital Association has seli~e upo6n thW. bill a
a vehicle for its members to gain a Wider degree of control over 'the provision
of hospital and medical care and we submit that hospitals are not and'fShould
not be the practitioners of the art and science of medicine." HospitalS exist o
that physicians better can provid6 their services to their patients., The hoepl
tals 0o not provide these highest medical skills and arts; the physiciaus do, and
may they continue to do so If the high quality of medical care in this Nation is
to continue to advance.
. Before concluding, we point out that we do not feel the hogpltal benefits portion

of lebill sfiould 'be expanded to'cover certain services that are not now covered
In the bill. We are suggestlngjthat the hospital benefits'. portion is the wrong
way to solve any existing problem the aged have In meeting their hospitalization
care costq. .. IR, 6476 would place a burden'o those aged who need the tmost help, because
It doe$,.not differentiate 4,etween the needy aged abd the affluent aged in the
degree of help it provides. We bWeve the direction of H.A' $675 Would be im-
possible o reverse when It proves to be unsatisfactory, and expansion loa corn-
pleto system of Government medical care would beinevitable. .

Benefits should be provided in prioportion to necdk mid taxes should be collected
In pro ortlon to ability tOi pay.

There are mny alternatives to H.R. 667 'and'to the financing mehod 1
would employ for the hospital benefits portion. It is our earnest hope-that this
committee will propose that the Congress of the United States accept as 'n alter-
native one that will not unn~cessarlly burden the lower wage earners and will not
lIace or drive the profession represented by the Peinsylvania Medical Society
into any further degree of State-controlled medical care. One such alternative,
an alternative with proven workability, exists in Pennsylvania's program of
providingi 'hospitalization for those who need help. '

We offer every resource at our command to assist In arriving at such an
alternative. A'

And with our offer to help in any way consistent with our convictions, I extend
on behalf of my 12,000 fellow physician-members oUr thanks to you the members
of this committee for this opportunity to present our views.
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STATEMENT o1r'H.l. 3020 PRESENTiED 'TO'THE CoMITTE ON WAYS AND MEANS,
NOVEMBER 20, 1963

(By W. Benson Harer, M.D., immediate past president, Pennsylviania Medical
Society)

The Pennsylvpnla Medlia Society, representing 12,900-member medical dotors
iA' the State, has long ad'c~ted ond supported such legislation as will acrue, e.to
the health and well-being of the public. Specifically our' s0cetY Wa one 6f the
frst to stuoly and act on piedj|al care for the aged. In 1959. It started api'o 'amn
for In proved medical service Ond is attempting to expand that program through.
but theptote. he program establishes a system 6f evaluation and review
procd'rei to piovde cohtrel agatist nilsise og health eare facilities.

11.R. 3920 is n6t iieded in PennsylvaniW. There to no medical 'care for the
age problem in pennsylvahia' 61tiing any type'bf addjtiinal 'Fderal legiSIa-
tion. As evi4-ehce, our sodlety surveyed 10 representative general hospitals'In
the, State. it I'evIewed,atotal 6f 132,807 hospitaladknisions between January 1,
1902, and Jul, 1, 1963. Of fhese admissions, 10,996 or'15.1 percent, were persons
age 65 or older. Of this older grqoup,,47.6 percent paid theii hospital billswithBilue Cross plan insurnce; 29,3 percent with colnmercial iuriicee or'cash;'20.5
percent lin their hooptal bilis paid under theKki -gll, ld"w; only' 2.6'perqqnt
had notpaidtheir' hospital, bIllsat the time of the'survey. Hospitals, then re-
ceived pin yment for 97.4 percent 6f all patlnts age'0' or older. And since-the
tlmeo the survey, Kerr-M~lls %mplementationjha''b e en expanded and further
paYrmentg have ' reduced the' nonpayers to iessthai I Perent.

.The cost of providing niedh 1lhsslstatice fbj the aged antd old age asslstance
coverage in Pehnsylvania aveaged $23.5 million' annaiiilynd under the' im-
proved Provlslons, is expected'Q't cost $26.5 million a'year. Under H.R.920,
Pennylvania taxpayerss would be force q 't pay 152 million more taxes the first
year alone, based on the administration'sown questionably ,w estimates. In
other words, Pennsylvania resideilts womid b'6 trading a 'workifk pirdgralm costing
$20.5 million annually for' an inadequlite,' compulsory program costing a ilni-
mum of six times as much. And under l.l. 3920 the cost would be borne by
mlany least able'to bear it.
. With the Federal Government returning general tax dollars to the States
through the Kerr-Mills law, the aged'in need will continue to' have adequate
medical care at the lowest possible cost and Without'further endangering the
freedom of our citizens.

We urge the abandonment of H.R. 3920 as not only undesirable'legislation, but
aiA unneeded legislation. 392 a n y r

(Testimony follows:)
I am W. Benson Harer,' a medical doctor, now in my 40th year of practice

in Upper Darby, Pa., where I specialize in obstetrics and gynecology, I am
appearing here toddy as immediate past president and the spokesman of the
Pennsylvania Medical Society, a nonpiofl t organization of '12,000. physicianS.
It is a constituent of the American Medical Association and has 60 component
county medical societies in 68 of Pennsylvahia's67 countries.

The organization, that I represent is 115 years old and is acthvelY egaged
In extending medical knowledge, advancing ipedical science,'elevating and'main-
taining' medical education, upholding the' ethics and dignity of the medical
profession, and in health education of the public.

In fact' it is considered a leader in enlightening and direCting public opinion
concerning health and hygiene because it has not shirked the responsibilities
that are the lot of a leader.

As a specific example, the Pennsylvania Medical Society has been extremely
active ih carrying out its responsibility in coiection with advocating and sup.
porting legislation that will, improve the health and general well-being of the
public that the society serves..

The society wishes to present evidence to you here today to shOw that the
legislation you are considering simifply is not needed in Pennsylvania, This
may sound surprising to some of you. It is nontheless true. What has been
done in Pennsylvania can be done in other States.

MEDICAL SERVICE IMPROVED

Medical care for all ages always has been the society's concern. Of special
concern has been the care of older persons. Our society was one of the first to
recognize the position into which older persons were being relegated. It studied
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the situation,, dissemiiated information on the-proper care of the elderly toeoat

members and to'the public, and advocated and supported specific legislation

and other measures to meet their needs. In other words, our society not only

recognized the eXistence of the social changes affecting the aging, it acted to

combat undesirable results.
- One of ur society actions that aided in reaching a solution was the establish.

ment'of 'a program for improved medical service. 'The program was started in

western Pennsylvania about 7 years ago and is spreading throughout the Com

monwesrth e .Thea.progrm, simply explained, seeks to InSure the 'maximUm

amount Of th -g hest."uality health care for the public at the most reasonable

ct. Ph ins; -Acting through" thei '', .edlal soelety and cooperating with
health cats' parttier Ouch as hospitals, vo' ta. prepaym enta , and

conflnercial' health tigiiranee carriets, have'been; able to serve health care-con-

suinrS imor6 'efficiently.. i The program establishes a system of evaldiAtion and

review procedures which are guided by established standards for thequality,

cost, and utilization of health-calre facilitei'so as to provide controls.against

misue .nd provide a stimulus, for continual improvement in performance.

The', ogpam is working and is working 'well and it beileflts ,thb general publicewel as the aor2 5 segment t Statw' popul a ti.' .Justlast Monthi ,

house of.delegates .voted to work to extend this pro gramthroughoutth e State.

GOOD LEGISLAT'ON S UPPORfTED

'This activity of the iiedical profession hs been praised by inany personsand

organizations. As an example, the Hon. Francis R. Smith, former Insurahte

commissioner of pennsyfvanii, last - e'a said 'ii a speech in New. York City i

"I directed the -Blue Cross to take!specific'actlons, to minimize any over-

utilization that mightexist., I asked for the cooperation of . m edical societies,

doctors, hospitals, and the public. * * * I am pleased with the cooperative
,r"seoisof interested persons andorganizations .* •."

:The peinsylvania ,MBUdcal _Society ? lWays has supported, suitable ,welfare

legislation that has had either a direct or indirect effect on the.aged' indigent,

such as the-public assistance law.. -Through' the years,-we have. supported

amendments to give public assistance recipients as much' additional coverage as

'the State',ould afford. In'1959, wb supported in: ouv general assembly passage

of *a bill which provided that aged indlgentpPetso n s lmay be cared for in foster

homes at State ,expense. :In;1958, the State Department :of Public Welfare

began to ay for needed nursing home care of the indigent.' t
We have been in' the forefront in insisting that nursing homes achieve maxi-,

mum efficiency. We 'have. encouraged the enactment of appropriate practical

nursing i1censute laws to assure thdt nursing care is provided by competent

Indvdtials for allof ' our 'citizens, especially those over 65.:

This year, our society saw the passage of a series of bills it has long ad-

vocated and fought for-billS that provide a broader, more adequate implemen-

tation of the Kerr-Mills law in Pennsylyanta.

..... ' AosPm su v coNpUOD 
'1

We point to this" broader Impleniertationas an example for dther States'and

as part of the. evidence for the statement I made earlier-that there no longer

is a medical care for the aged problem in Pennsylvania requiring any type of

-additional Federal legislation.
We will now support that statement' e no

.In 'discussing the following points, it would be helpful to know the extent of

the Kerr-Mills implementation that existed in Pennsylvania from January

1062,1to September 1963. It is outlinedfor your information in appendix A

to this testimony. :
Those members of this committee previously acquainted with the Kerr-MIlls

implementation as it existed in PennsylVanla irlr to September of this year and

'thosewho have read appendix A to this testimony can see' the administrative

problems that were created by the methods of eligibility determination. One

could reach the conclusion that such methods of determination would guarantee

the program's eventual failure.
Now, let us see if this program was a "failure."
To find out, the Pennsylvania Medical, Society in July of this year completed

a survey of 10 general hospitals In Pennsylvania. The hospitals. were selected

as representative of those serving all of the varied areas of the Commonwealth,
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with different industries, differences in economic,- well-being, different geo.
graphical areas, and with different ratios of age-65-and-over residents to the
general population.

.Seven of the hospitals surveyed serve highly industrialized, moderate.to-low
income areas where the unemployment in July 1063, ranged between 12 and 18
percent,. All except one of the hospitals serve areas where the ratio of resi-
dents age 65 and over is somewhat above the national average. The one excep-
tion serves an area where the ratio is almost the same as the national average.

The eighth hospital serves an area with both industrial and rural residents
with moderate to low iucome4, and with an employment rate of '8.6 percent.
The ninth also is an indastrial-rural- area with an unemployment rate of 6.1
percent. The tenth hospital is In a large metropolitan, highly industrialized area
with an unemployment rate of 7V'percent and with residents with, moderate in-
comes. . It is a teaching hospital and handles more clinic (free) ca&e than the
average.

EXCELLENT PAYMENT RECORD

Te survey figures were obtained from the hospitals themselves in August .of
1963. -We will present ,the figures as compiled in August although a check made
Just a few days ago reveals that with the passage of time, the already small
number of nonpaying 'patients Is reduced' drastically. That reduction will be
explained after we present the August survey figures.

A total of 132,807 hospital admissions since January 1, 1962, were reviewed.
Of this total number of admissions, 19,996, or 15.1 percent, were persons 65 years
old or older.

Of the 19,996 persons 65 or older admitted to the hospitals:
- 9,528, or 47.6 percent, paid the hospital bill with Blue Cross plan insurance.

5,866, or 29.8 percent, paid the hospital bill with commercial insurance. or
-cash.

4,097, or 20.5 percent, had their hospital bills paid under the Kerr-Mills law.
504, or 2.6 percent, had not paid their hospital bills at the time this survey

was taken.
These hospitals, at the time of the survey, had received payment for 97.4 per-

cent of all persons age 65 or over. -
. It is enlightening, to say the least, to note that 76.9 percent -of these 19,996
patients paid their hospital bills either by private voluntary insurance or cash.

Thus, even under the limited Kerr-Mills implementation that-then existed In
Pennsylvania, it paid the hospital bills for 20.5 percent of the over-6S patients
admitted to these hospitals. There is every reason to believe that the experience
of these 10 hospitals does not differ in any way from that!of other hospitals
across the State.- Studies made in other hospitals bear this out. A breakdown
of the information gathered in this survey is provided in appendix B to this
testimony.,

.. ,,RESO"LTS Or A RECHECK -

In -1062 the Congress of the United' Staiea, In considerinIg an added program, of
financing medical care for the aged through an increased social security tax,
would, therefore, have been considering a program which would have taxed
every working Pennsylvanian to meet a need that existed with less than 2.6 percent
of those .persons orer age 65 who were admitted to a hospital. In fact, this
figure probably will be reduced to less than 1 percent by the passage of time. "

We say less than 1 percent because of what we found in a recheck made a few
days ago. We selected for rechecking hospital H, as listed in appendix B,
because its percentage of nonpaying patients age 65 and over was closest to the
survey average of 2.6 percent. This is what we found:

In the _ months since hospital H was first surveyed,, the percentage of non.
paying patients age 65 and'over dropped from 2.5 percent to 0,4,percent. This
was accompanied, naturally, by a 2.1-percent increase in the number of over-65
patients who paidtheir hospital, bills with private insurance or cash. '. ,
I Hospitals tell us that this change is a natural one--that includedIn the original
group of nonpayers are such patients as accident victims whose temporary nlon-
payment occurs because of litigation; persons who need a few weeks to withdraw
money from a time savings account; some persons, who, although eligible :fo*
Kerr-Mills assistance, refuse It because they prefer to iheet their own obligations;
and; a few real.hardship cases generally reflected in the less than 1 percent of
nonpayers that ultimately result.
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The experience of hospital H is not uniqie. We had time to check with 2

other hospitals In' the original 10 and found that their percentage of nonpayh1g
patients age 06 and over also has beeh greatly reduced since August. The final
payment Dicture cannot be obtained for at-least a year after the patient's release
from, the' hospItal, it was pointed ouit. The hospital officials also telluiu that
nonpaying hospital patients oi Alf ages average out to about 6 percent.' Thus; the
loss to hospitals from age-OS1-and-over patients is less than one-fifth, of the, loss
incurred from all patients.

Now, let me tell you how this small, need has been further diminished.
* The 1063 session of our general assembly -passed, with the full support of-the
Pennsylvania Medical Sqciety,, measures which will increase the scope of 0ur
Kerr-Mills program ano should, with earnest and sincere administrative effort,
make it one of the finest programs in the United States. Our new 'Oovernor has

Insisted that our' Kerr-Mills program be oe of the best. The Kerr-Mills $aw
in Pennsylvani a, beginning September I- of this year, is far better than itspredecessor,.

predcesor, - KR-MILL8 IMPLEMEN~TATION BROADENED

Beginning Septembe 1, the following gratify ng modifications .)vere added to
our law:

'The asset and Income Umit' ose apOying local assistance to the
aged wdre Increased' froi 0 to In the case of e persons, and formarried-couples from'$ -to $840, because the overwhelm number of those
Replying for medlea ssitance who were Ineligible were o to be so by
reason of asset an 'neomrn& n tlons. T e acted addi ion* cost In State
funds for those a dbenefit4- w appr xtrna 5' fi00 a ye

uThe placing o llensones of I Its has en' elimnat The re-
covery proviso bai bqen popular d some In noes may ha caused
persons to ref In from king to es bush edic slstanee eliglb .The
Estimated an' aI cost of' fovis -in Sta oney.

- Under Mno ernew and very ro ion, th St e will de rni'"
annual eligi lity ~Whether the pers e k or ell. ,te ligibillty
established advance of need.' eli llty o ehas N 'establish the
renewal pr' ossWill simp i 1 Inate' e need fo sik
persons to'- scuss the fin a tio a t 16e the are'nde Z'b*
physical pal -'and hard W.
. Another rovisibn i oe f pcwtate a f welfare t au-
thority, wit the appr val of sre e budgets for adJust the
responsibility of relate es'd rd or ossib inating , it. - The has
been $1 miltlIn State i udgetl -fo d son..

Finally, a vision for pub le nursin car ban been tended to nelude
posthospital c e in non-tax-support ng ho es, not' o
during any 12 month period; resc by licens - hyatciat, and 9
Initiated Within -days follow ng inpatient ospita t ci 16- Io. s
peeted to'cost-abo $250,000 -nds.

It is estimated t t an additional ,-rsong in Pennsylvani' over the age
of 65 will benefit fro these new pro '-islons at an additional mated cost in
State funds of $2,045,

When one Obn sierS the data p - ey of 10 hospitals and eon-
elders the increase in the scope of the Kerr-Mills program effqtve September
1,it causes us In Pennsylvania to wonder why 'the:Federal admintstrati6n andsome segments bf the Congress fel 'that additioat Federal legislation Is re-
quired. -What Pennsylvania has done with the Xerr-Mills aW can be done by
other States. . .e by

Adequatib;K'err-Mills law implementat~o; then, meets 'the 'need. ;We are
aware that' it does not sOlve'the chvse of thfit n ed and 'as g0od physician we
cannot trept symptoms without seeking to eliminate causes.

It ' 'the Pennsylvanta Medical Soclety'"8ong-rjnge goIto redue tie'ie4d for
Kerr-Mills-fUnds and tO redi e' d orany gopernment-o'rated plan--or
scheme. - , - "'+ . a govern . ...t.o

o How? , By seeking to tabllhi eyent llan.actuarally sound system of pr6-
payment insurance so that workers can make systematic 'raymenth nto a 'id
to be used fot their own medical care--not for someone elge's medical care

The cost to, the etate of providing medical. care coverage under 'thee niedical
assistance for the aged and the old-age-assistance programs in Pennsylvania for
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the first 17 months of the MAA Implementation averages out to $1,059,823 a
month or $23,517,876 for a year of operation. The new MAA provisions effective
September 1, 193, are estimated to bring the annual cost to $20,462,873.

With the'added scope of the program cleared during the new State adminstra-
tion, the future in Pennsylvania should prove conclusively that loccl and' State
governments canh meet problems and administer programs without additional
Federal Intervention and control.

COST OF H.H. 8920

Remember that estimated figure of $20.5 million, given for the cost of providing
medical care for the aged needy in Pennsylvania for a year? If H.H. 3920
should be cleared by this committee and passed by the Congress,'Pennsylvania
taxpayers would be forced to pay $152 million more In taxes the first year alona
And this estimate is based on the adminlstratlon'i own figures, despite the fact
insurance actuaries believe the proposal will cost at least twice the administra-
tion's estimate. The bill which you are considering would trade a medical care
for the aged program that works and will cost $26.5 million a year in l'ennsyl-
vania for an inadequate compulsory program that would cost the State's resi-
'dents a'minlmum of six times that amoUnt.

To provide some added statistical Information, there are approximately
1,12,000 Pennsylvanians over the age rf 65. About 49,000 of these older' resl-
dents or the State are old-age-a'ssistance recipients under the Federal'State public
assistance program which has been in operation in Pennsylvania for' more thai
25 years. Subtracting 4t,000 old-age-assistance re ipients from the total number
of ienlsylvanlans Over' the age of 65 leaves 1;960,000. Certainly, some of these
1,080,(000 aged persons experience hardhip in meeting the' expenses of thefi
medical care to the same degree that they experience hardship in meeting any
.of their other living costs. Wat our hospital sur%'ey would Indicate, however,
is that the portion of the aged who require hbspltal care has ioure means avail-
able for meeting the cost of that care than does any other segment in PeunSyl-
vanla. 1\ hat's more, 85 percent of all persons 65,or olderore in good health.

The Penn'slyvania Me(llqal Society almost hesitatesto inention theabove facts
It almost fears that the figures vill provide Ortau segments of government
with aiiiniiunlon for demanding a program of "iedlcdl care for those under 65,
financed with an added social security tax. -Those prsons who are Unable to
meet living expenses certainly require hell), whether those expenses are for food,
f shelter. for clothing, for transportation, or for medicAl~care. The' Pennsyl-
yania Medical Society will always be In the forefront of those who help that
segment'of our mpulation which needs help. It would seem, from the survey
and rechecks conducted in our State that fewer than 1 out.of every 100 persons
over the age of 05 who are hosrtalzl'ed does not pay his di her hospital bill or
have it lpad under the Kerr-Mills law. I'm.sure that most'nonpaying persons
have Just reasons for nonpaymeht, but do the members of this. committee feel
that In order to pay part of the ho.sptlal bil 'of that 1 person out of 100 in Penn.
,sylvania, there should be established a lxfassive taxation and administrative
paycheck-eating monster to pay for some of the hospital. costs of all 100 persons?

INSURANCE PROGRAMS GROWING

The Pennsylvania Medical Society wholeheartedly believes that the members
of this ioiiulttee cannot objectively welgh the facts that we have presented
and arriye at a conclusion other than the obvious one--that the legislation you
are considering simply Is not needed, that legislation already enacted into law
provides an adequate, fair vehicle for meeting the medical care costs of the
overwhelming xinjority of those over 05 who beed help.

What we have presented so far only scratches te surface of.the evidence that
shows the ncern ar society In the areas of medical care for

the aged. , .urThe. l'ennsylvanla'Mcdfcal Society hasprovided thestimulus for a Blue Shield
senior'citizens insurance program. It's being offered on a voluntary. basis to
Pennsylv1nirtnA 65 years of age and Older and, like'previlously existing .Blue
Shield prtigrams, permits persons to secure voluntary, prepaid medical cpre
insurance regardless of age or conitln of health. ,

Under'the new enor citizens In'sirafice program, an indivi'du wit. an. in-
come of less than $1,5.00 or a person Wth 'dependents aivng'anI 'nome of under
.$,400 wlll reeve covered 'services Without additional charges from the 15,000
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Pennsylvania physicians who have adjusted their fees to participate. Sub-
scription rates for this plan are $1.83 a month for a single person, and $3.66
for a subscriber with one or more dependents. These low rates are possible be-
cause the physicians have voluntarily lowered their fees. At the present time,
over 4 million Pennsylvanians have Blue Shield coverage and can continue this
coverage past the age of 65. Blue Shield presently covers a grand total of
871,482 persons over the age of 65 in Pennsylvania. In addition, many other
persons have other forms of health insurance. Pennsylvania's Blue Cross plans
offer over 05 coverage to individuals and to groups, and feature extended pro-
tection, including nursing home care in addition to hospital care and visiting
nurse care.

SOCIETY WORKS WITH AED

The Pennsylvania Medical Society has been supporting a move in Pennsylvania
to make it legal for insurance carriers to band together to provide a nonprofit
program similar to the "05 plans"in several other States. Such statewide under-
writing pools are gaining favor across the United States and our society hopes
that tuey will continue to grow where needed. It'will support legislation to
enable the creation of such an underwriting pool in Pennsylvania.

To touch on some of our society's other activities in connection with the aging,
the Pennsylvania Medical Society was instrumental In organizing the Penn-
sylvania Council on Health Care of the Aging. The council is composed of rejre-
sentatives of hospitals, nursing homes, dental, pharmaceutical, nursing, aided -
cal organizations. This counell has been supporting conferences on health.'care
of the aging throughout the State.. Our. society's comlissionon geriatrics, establ-
lished in 1952, has been assisting the deveiopmeat of appropriate houses in lmedi-
cal schools which will acquaint medical students with the problems they will be
facing in the care of older citizens. This same commission has been instrumental
in developing programs for the X-ray screening of older persons and has cooper-
ated with various departments of State government .u advising them of the nec-
essary requirements for, nursing homes. Our society has been stimulating the
development of home care services which. are of Iprincipal interest to the aged.
Nutritional manuals have been distributed by our society to helpphyslcians and
others provide proper diets.

What have the individual Pennsylvania physicians been doing? They have
a long and 'commendable: history of supplying eight different types of medical
facilities for the aged and heedy. Traditionally, physielans:working in all of
the facilities and as individuals and private practitioners of medicine have offered
freely and generously their services in furnishing medical care to tne aged in
Pennsylvania.

Our hospitalW are partially reimbursed by the State for the care that is rendered
to needy patients, but I would like to point out that the physicians working in
these hospitals caring for these patients have never received any reimbursement.
These doctors provide medical care needed by indigent patients and prefer not
tO have more of their time, Aft6kr caring for every such patient, devoted to filling
Out involved government , forms.

Are the'free services a physician pr0vidLs 'mpossible to describe in dollars?
No, according to the publication New Medical Materla which took a random sam-
pling aci-oss the United States in 1960 and'came up with this report:

That Pennsylvania physicians provlded $41,069,000 worth of free care during
1960. This free care' ,ws'aipprtfdned on the following basis: 28.4 percent res ilttd
from treating private patients without charge; 37.3 percent resulted from hospital
ward service; 24.3 percent was provided in Outpatlent clinic service; 10 percent
resulted from free care to all other persons, including physicians' relatives, stu-
dents, campers, anmfteur athletes, Clergymen, einergency cases. hnd charity caqes.

Many of us, after discussio)u. with our patients, are of the, bpiniOn that the
m6jorlty0f 'the citizens of Petinsylvantit prefer to provide for their own health
care ipon retirenient; lon it volntary basis. It t.M 0nr considered opinion that the
aged in Pennsylvania who need assistance for their medical care, do receive it
through the a d that is already available from Federal, State, atnd local govern-
ments, and with the continued c0operation of those wh6 xprotidc health care.

To summarize this area, the physicians in cooperatfoi With the''lbalth!|isuralice
plans have made available voluntary insurance that will' protect those aged
whose life savings would be endangered in th6 event of a prolonged illness. That
such -voluntary insurance is meeting the need is evident in the results of the
hospital survey that we have presented t0"oou'here today.
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PROBLEMSZ " IS DIMINI8U1NO

Our survey showed that more than three out of every four persons 05 or older
admitted to hospitals took care of their hospital obligations with Blue Cross, other
types of health insurance, and with cash. With this must be considered the fact
that health insurance plans are still growing and that with their current noncaln-
celable features, the number of insured is certain to increase In the years ahead.
In other words, the legislation you are considering Is aimed at a "problem" that
is diminishing every year and will continue to grow less and less. Kerr-Mills can
and Is meeting the "grey area" between indlgeney where old-age assistance meets
the problem and ability to budget for health insurance.

It all leads us to the conclusion that there is no need to force each and every
working person to submit to ni added tax under social security to'provide a pro-
gram of Governnent-directed payments for a portion of the medical care expenses
of all persons over the age of 05. The proposal being considered by tlis commit-
tee today would give aid to anyone over the age of 65 whether aid Is needed or not.
It Is a proven fact that many of our social security recipients have adequate funds
to buy the luxuries of life as well as to provide for their own medical care. In
fact, 200,000 older Americans had incomes of $20,000 or more in 1062. To tax a
less fortunate individual to provide a fund for payment for the more fortunate
is so far from the principles of democracy that It causes us to shudder. We have
found that Pennsylvanians over the age of 65 believe in the principles of democ-
racy and wish to be free and independent and have bought private Insurance for
their own protection. These individuals can choose their own hospital, can
select their own doctor, and are not being subsidized by a younger and frequently
less fortunate generation.

F~r anyone or any group to insist on the passage of legislation to provide aid
for an area where the need Is not clear causes one to question the motives behind
such urgings. Previous proponents of legislation much like 11.R. 3920 publicly
admitted that their proposals were aimed at providing a foot in the door so that
the step could be followed with the full-scale adoption of socialized medicine with
Its heavy tax burden and Its Government control of the hospitals and the medical
profession.

NOT AN INSURANCE PROGRAM

The proposed law-will provide care In only those hospitals which have made
agreements with the Federal Government. It further provides for the payment
of funds to hospitals for care rendered by pathologists, radiologists, anesthesi-
ologists, and physlatrists. These people are all doctors of medicine, practicing
In a specialized field of medicine. How soon will you be asked to Include the
surgeon, the Internist, or the general practitioner? How soon will you be asked
to provide complete hospitalization and medical care for every man, woman, and
child In the United States once our aged, regardless of need, have become direct
wards of the Federal Government?

H.R. 8920 Is designed as a foot In the door. With Its social security financing
mechanism, it taxes many who can afford It the least to pay for the current
medical costs of many who do not need and do not want the help. It Is not an
insurance program. It would use current income to pay for current costs which
would mean that as the percentage of our over-65 population increases and as
the cost of hospitalization rises, the tax rate would have to be increased again
and again. H.R. 8920 Is a monster that would eat away chunks of the incomes
of those In the lower Income brackets.

With the evidence that we have presented, with the Federal Government return-
Ing tax dollars to the individual States through the Kerr-Mills law, the aged in
need will continue to have adequate medical care at the lowest possible cost and
without further endangering the freedom of you, me, or our children. The legis-
lation that you are considering here today Is a threat to our cherished freedom
and democracy and we urge you to abandon it as not only undesirable legislation,
but as unneeded legislation.

On behalf of the Pennsylvania Medical Society, I wish to thank the members
of this committee for this opportunity to present our views. You have been
kind. I hope you feel that we have been convincing.

(Appendices A and B follow:)
(Appendix A]

KERR-MILLS PROGRAM IN PENNSYLVANIA JANUARY 1902 TO SEPTEMBnE 1963

The medlcal-asslstance-for-tlie-aged program in the Commonwealth of Penn.
:sylvania specified the particular elements of medical care within the scope
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of the provisions as follows: (1) Inpatient hospitalization; (2) posthospitall-
zation home care when provided by a hospital; (3) nursing care in the home;
and (4) nursing home care in county institutions. The law did not authorize
nle(lical-assistanice-for-the-aged payments for any other elements of medical care.

The amount of the assistance to be provided to eligible beneficiaries also was
specified in our public assistance law. The beneficinries of our State medical-
assistance-for.the-aged program were defined in the public assistance and support
law as follows:

(A) Over-05 residents of the State who did not have a spouse or dependent
child living with them were entitled to medical care within the scope of the
program when that medical care costs more than the sum of these four amounts:
(1) The amount by which the clear market value of real and personal property
exceeded $1,500, excluding his home, household furnishings, car, and life insur.
ante with cash surrender value not exceeding $500; (2) the amount legally re-
sponsible relatives (spouse and children) were financially able to pay toward
the cost of the medical care as determined by the State department of public
welfare; (3) six times the difference between the aged person's average monthly
gross income and $125; and (4) the amount of any health insurance or other
benefit available to meet tile cost of the medical care.

(11) Rpesdents who had a spouse living with them were entitled to specified
median care when the cost of that medical care exceeded the sum of these four
amounts: (1) The amount by which the clear market value of the real and per-
sonal prolpity belonging to the person or spouse exceeded $2,400, excluding their
home, household furnishings, car, and the spouse and aged person's life insur-
ance with cash surrender value not exceeding $500; (2) the amount legally
responsible relatives (children) could pay as determined by the State department
of public welfare; (3) six times tile difference between the average monthly
combined gross income of the person and spouse and $200; and (4) the amount
of any health insurance or other benefits available to meet tile cost of medical
care.

Aged residents of the State who had dependent children living with them were
eligible for specific care when the cost of that care was more than the sum of
the four amounts given In paragraph (13) above, except that the income figure
in Item (3) was increased by $41.60 for each dependent child.

The Pennsylvania support law stipulated in general terms how the amount
required of legally responsible relatives was to be determined. The same law
also made the medical-assistance-for-the-aged recipient's home and other prop-
erty available after death for repayment of the amount granted. Although it
prohibited the placing of any lien against the recipient's property during his
lifetime, except when that payment was improperly obtained, the law makes an
individual's property liable for medical-assistancc-for-the-aged repayment or, for
that matter, any other type of public assistance granted to or in behalf of the
individual's spouse.

(Appendix B)

Survey of 10 gciwral hospitals in Pcnnsylvattfa conducted in August 1963, of
65-an.ovor adtMssions

Total Admls. Number Cash, Paid by Not pay.
11 pital admissions elons over paid by private Kerr-Mills ing by any

ago 85 Blue Cross lusuranco me&ns

A ............................ 1.IM 2,291 1,814 679 278 20
......................... 8,09 8 203 284 97 4
............................. 19,871 2,6M8 1,403 077 886 02
............................ 1,708 ,30 , 01, 030ow 169 1

E.......................... 18,495 2,844 3,541 768 444 84
F ......................... 18,043 2,440 1 074 869 7311 75
0 ......................... 18,13 325 108,4 1
11 ............................ 1,020 1, 422 727 418 242 36
I ............................. 10,930 1,9 768 844 290 02
3............................. 7,218 773 847 163 229 34

Totals............132,807 19,998 9,5231 550 4 9 0Percent ............. 100 15.1 47.8 129.3 .5 82.

STime INO RASH8 this percntage.
'Time DEC HEASES this pcentao.

Survey of hospltals A through II covers 1002 calendar year, survey of hospital
I covers 1962-63 fiscal year; stirvey of hospital J covers January 1 to June 30,
1903.

(Oxpaiann(ion follows :)
47-140-00-pt. 2-11
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SiirveV data.-The hospitals checked in the survey cover a broad range of geo.
graphical and economic areas in Pennsylvania. They range frotm hospitals in the
largest cities to community hospitals serving rural areas. All except J serve areas
where the number of residents age 65 and older is somewhat above the national
average. Hospitals A through 0 serve highly induistrlalizd, moderate to low-In.
come areas which as of July 1063, were averaging between 12 and 15 percent un-
employment. Hospital H also serves an industrialized area, but the unemployment
rate is & percent and it Is in a moderate- to low-income section. Hospital I
serves an industrial-rural area, the unemployment rate is 0.1 percent and It is
in a moderate- to low-income section. Hospital J serves a large metropolitan
highly Industrialized area with an unemployment rate of 7 percent. It Is in a
moderate-income area, but as a teaching hospital, handles more clinic (free) cases
than the average.

Tihw changes stal81tic.-Earlier this month, we rechecked several of the hos.
pitals involved in the survey to determine how time changes the survey results.
Hospital H, for Instance, with percentages in all categories close to the total
survey averages, was rechecked. This is what'we found:

In 3 months, the percentage of nonpaying patients age 05 and over dropped
from 2.5 to 0.4 percent.

There was a resulting increase of 2.1 percent In the number of patients paying
with private Insurance or cash-from 20.4 to 31.5 percent.

Hospital officials tell us that this change is a natural one--that included In the
original group of nonpayers are such patients as accident victims whose tem-
porary nonpayment occuro because of pending litigation; persons who need a few
weeks to withdraw money from a time savings account; some persons, who, al-
though eligible for Kerr-Mills assistance, refuse It because they prefer to meet
their own obligations; and, a few real hardship cases generally reflected in tihe
less than 1 percent of nonpayers that ultimately result. The experience of hos-
pital H Is not unique. In spot checking other hospitals in the original 10, we
found their percentage of nonpaying patients ago 65 and over also has been
reduced since August. These hospital officials tell us that the final payment pie-
tut, cannot be obtained for at least a year after the patient's release from the
hospital.

Senator ANDEnsoN. Any questions?
Senator SMATHERS. I have no questions. Thank you, Doctor.
Senator ANDERS0N. Thank you.
I stated, Doctor, that we got very little testimony on what the doc-

tors thought about the correctness of the $72 payment that is going
to be made per year for these extra services. If you have any doubts
as to the financial solvency of the program we would like to have them
raised. We would be glad to have that comment. I know you feel
eldercare is a good way of taking care of it. That income is a proper
vay to evaluate these things.
Iwas supplied a memorandum a while back that in 1961 there were

17 Americans with incomes of more than $1 million a year, who Paid
no taxes of any kind. That is true because of the oil depletion' allow-
ance, capital gains, trust arrangements, and so forth, and they would
be eligible under eldercare because they have no income taxable in-
come. The had a $1 million income. So you do have problems in these
fields, and I just hope you would bear in mind that we have problems,
too as we start to deal with it in the Finance Committee.

Senator DouoLs. I ask consent that there be printed as a part of
today's hearings the statement of Dr. A. A. Adams, president-elect of
the American Chiropractic Association.

-(The statement referred to follows:)

STATCUMENT nY DR. A. A. ADAMS, PRESIDENT-EL T OF TnE AMFJUOAN
CzzoPRAo'no AssoouroN

Mr. Chairman and members of the committee, the American Chiropractic As-
soclatidn Is fully in accord with the objectives of Federal legislation to provide
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needed health services to our older citizens. In a letter to President Johnson
on January 8 of this year, this organization endorsed the President's position
and supported the passage of the medicare bill. Our endorsement was offered
because the need for adequate health protection for millions of our Nation's older
citizens has been so long unfulfilled.
We believe that those older citizens who are to benefit by this bill should have

the American right of free choice to select the method of health care which they
deem best. This choice does not appear to be granted to them in the legislation
this committee is now considering.

It appears to us that the provisions of the legislation are, in some areas, so
restrictive of chiropractic services as to deny recipients the helpful and bene-
ficial care of doctors of chiropractic. This is particularly true of the voluntary
extended care portion of the bill. Therein we note that chiropractic health care
is available provided the doctor of chiropractic is a member of the staff of a
"home health agency" and that his services be classified "medically necessary."

The fact that "home health agencies" are either wholly or to a great extent
under the exclusive control of the medical profession tends to exclude doctors
of chiropractic from membership and/or participation In the services performed
by these agencies. We further understand that chiropractic care, if it is to be
rendered at all by these agencies, must be specified by a doctor of medicine. The
history of this type of arrangement has demonstrated it to be tantamount to an
exclusion of chiropractic services.

We respectfully submit that the voluntary feature of the bill should Include
chiropractic health service as a matter of the patient's choice. If there be a
stipulation in this instance, it should be that the practitioner has been properly
examined and duly licensed in that State in which he practices. Please bear in
mind that in this section the patient pays part of the cost from his own funds.

Under title XVIII, which expands those services now provided by existing
Kerr-Mills statutes, we understand chiropractic health services are provided as
an option to be accepted or rejected by a given State. Hero we submit this option
tends to diminish the value of the license issued for the practice of chiropractic
in the various States. This optional inclusion relegates chiropractic to a second-
ary level of care. It is our contention that those fields of health care which
are properly examined and duly licensed by the various States should participate
under this section equally under the law.

Rather than to limit inclusion of these legally recognized and licensed pro-
fessions, their helpful ministrations should be permitted and encouraged.

This legislation far surpasses any like social legislation in the history of our
Nation. The benefits of this needed legislation have been withheld from the
people in part through the efforts of the American Medical Association, its afll-
ated subdivisions, and agencies under its partial or direct control. Now, Ironi-
cally, it seems that the opponent of the legislation has been given control of its
administration.
We most emphatically declare that this legislation must be evaluated in terms

of the restrictions we have called to your attention. It is the aged population
of our Nation for which this leglsltalon is being considered * * * not any seg-
ment of the health professions. If this legislation does not more adequately
include services of other than medical doctors, their organizations, enterprises,
and subsidiaries, It will fall short of the noble purposes for which it was
conceived.

The American Chiropractic Association and Its thousands of members wish to
devote such valuable talents as this profession possesses toward the betterment
of the health and pleasures of our aged cltizens. Our profession can accom-
plish these purses only with proper recognition and fair participation assured
under law.
We are about to enter a phase of legislation which will possibly endure for

the rest of our existence as a nation. This is the time and the place to make
those changes which assure the right of citizens to express their free choice in the
selection of their personal health care. There is no greater individual choice
than that by which life itself is either bettered or maintained.

Thank you.
Senator ANDERSON. Thank you very much. We thank all the wit-

ne 9es, and we are very sorry we had to run late. We will adjourn until
10 o'clock tomorrow morning.

(Wlereupon, at 12 :80 p.m. the committee reeed, to reconvene at
10 a.m., Wednesday, May 12,1905.)
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WEDNESDAY, KAY 12, 1965

U.S. SENATE,
COMMnrEi ON FINANCE,

Washington, D.A.
The committee met pursuant to recess, at 10 a.m., in room 2221,

New Senate Office Builing, Senator Clinton P. Anderson presiding.
Present: Senators Anderson, Long, Talmadge, McCarthy, Wii-

liams, Carlson, and Curtis.
Also present: Senator Cooper of Kentucky; Elizabeth B. Springer,

chief clerk.
Senator ANDE ON. The committee will be in order.
It is my very great pleasure this morning to welcome my colleague,

Senator Javits to testify. I have publicly and privately expressed
my appreciation to Senator Javits for the fine study which he and his
group made on the whole health care question and I personally wel-
come you.

STATEMENT OF HON. JACOB K. JAVITS, A U.S. SENATOR FROM THE
STATE OF NEW YORK

Senator JAVITS. Thank you Mr. Chairman.
May I express my thanks lo the committe and to its principal ad-

ministrative aid, Elizabeth_ Springer, to its chairman, Senator Byrd
and the present occupant of the chair Senator Anderson, and his col-
leagues for giving me this opportunity to testify. I know the tre-
mondous time limitations, and so without further ado I would like' to
proceed.

I am especially happy that the chairman today is my long-time
colleague in arms in this struggle, and it is a listoric moment, Mr.
Chairnian, because I am confident that we shall have a medical care
for the aging bill in this session of the Congress. I know of no one
who hg aWright to be more gratified than the present occupant of the
chair. It really will be the crown of a great senatorial career. I sin-
cerely hope, that the billiwill bear his'name, as King-Anderson has for
so very long. It certainly is well deserved.

For my own part, my credentials are' that I have been very active
in this field since 1949 whenthe first bill was introduced in the Huse,
in which I joined with a number of colleagues who since became very
famous in my' party, like former Vice President Nixon, Christian Her-ter, former secrwtary of State, Thruston Morton, who is now'in the
Senate, and others. In 1960, tOgether with other members of the Re-publkaii Party; I sponsored the bill'for medical care for the aging
bsed' bn general-revenue financing, whidh W.asfthe .nain alternative to
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the bill President Kennedy and the present occupant of the chair
advocated in the Senate. Neither got anywhere until 1964 when,
teaming up with the present occupant of the chair, and Senator Gore,
the Senate did pass a bill, having very much the basic principles of the
bill which is before us. Mr. Chairman, I support, in essence, the bill
which is before us, and my testimony this morning is designed to offer
certain constructive suggestions for amendment which I think could
make the bill even more useful.

The basic lines of principle upon which it is constructed are a social-
security-financed hospitalization plan, plus a complementary oppor-
tunity for insurance for full medical coverage. This was also the
basic principle of the so-called Anderson-Gore-Javits bill. It is the
basic principle developed by the National Committee on Health Care
of the Aged, a very distinguished committee which reported in 1963,
and whicl I had the honor of or anizing. I ask unanimous consent
to include the names of the meters of that committee in the record
and pertinent excerpts from their report.

Senator ANDmFtsoN. Without objection that will be done.
May I stop you there for just a moment, Senator Javits?
When the American Medical Association testified yesterday a state-

ment was made. [Reads:]
To this day eldercare remains the only proposal before Congress for providing

health care for the aged that was drawn up in consultation with the medical
profession.

I want to ask the distinguished Senator from New York if his group
had the benefit of any consultation with the medical profession.

Senator JAvrrs. The answer is distinctly "Yes," Mr. Chairman. I
would like, as long as the Chair will allow me-I am so concerned
about intruding on time--to read into the record now the names of the
members of the committee which unanimously reported in favor of
a bill along the lines of the bill that passed the Senate in 1964 and this
bill.

Senator ANDERSON. Did you not have a former Nobel Prize winnerI
Senator JAvrrs. Exactly right. May I just read the names, Mr.

Chairman?
Senator ANDERSOZN. Yes.
Senator JAvrrs. Arthur Flemming, who was the chairman is the

president of the University of Oregon and former Secretary~of Health,
Education, and Welfare. The others were Russell Nelson, president
of the Johns Hopkins Hospital, an M.D. Dr. James Dixon, also an
M.D., president of Antioch College. Dr. Vernon W. Lippard, dean
of the Yale Medical School; Dr, Dickinson W. Richards, Lambert pro-
fessor of medicine emeritus of Columbia College of Physicians and
Surgeons; and Dr. Russell Lee, founder of the Palo Alto Clinic.Now, in addition to these very distinguished doctors other members
of the committee were Winslow Carrton, the chairman Of Group
Health Insurance; Marion Folsom, former Secretary of Health, Edu-
cation, and Welfare, now treasurer of Eastman Kodak; Aurthr Lar-
son, director of the Law Center at Duke University; John C. Leslie,
a leading businessman and high official of Pan American Airways.
His presence on the committee: was, as chairman of the Committee of
the Community Services S cietyof New York; Thomas M. Tierney, a
director of the Colorado Hospital Service, that is equivalent to Blue
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Cross and Blue Shield; Herbert Yount, who was former executive vice
president of Liberty Mutual Insurance; and the study director was
Dr. Howard Bost of the University of Kentucky.

It was, as is evident from the distinguished membership, a very com-
posite panel and had very distinguished medical advice.

Senator ANDERSON. I thank the Senator for that statement, because
a member of my staff is in constant touch with his work. We had a
chance at firsthand to appraise the efforts that the Senator from New
York and his panel made. It was a distinguished panel and I thought
it ,was fine the studies made by that panel. I knew they consulted
the medical profession and had full regard for the medical profession
and I objected to the statement of th6 AMA.

It was not true that the AMA's plan was the only program witli
medical attention and I thank the Senator from New York.

Senator JAVITS. May I have unanimous consent to include the ex-
cerpts from the report as part of my testimony?

Senator ANDERSON. Without objection that will be done.
Thank you.
Senator JAvrrs. Mr. Chairman, proceeding further, may I say that

it took this committee a year to turn out its report but it was finftnced
from private sources.

(The excerpts and list referred to follow:)

PROPOSED SOLUTION: A DUAL PUBLIC-PRIVATE HEALTH INSURANCE PROGRAM

The central purpose of an American solution to the problem of financing the
health care of present and future generations of the aged must be to encourage
and protect the Independence and dignity of the individual. In its basic approach
to this problem, our Nation must aim at preventing dependency as a concomitant
of the deterioration of health in the declining years of life.

This requires a shift in public policy from placing major reliance upon charity
and welfare assistance measures to placing emphasis upon the development with-
in the Nation of health insurance for the aged. Public assistance programs pre-
sent the prospect of great increases in requirements for public funds without ac-
complishing the objective of preserving the independence of elderly people or of
reducing the economic hazard of illness as a threat to their independence. By
their nature, such programs, including the Kerr-Mills program, deal with de-
pendency after it occurs; health insurance, by reducing the cost which must be
met at the time of illness to a level that is manageable, can prevent dependency
and encourage self-reliance.

Clearly, the solution required in America today and for the future lies in actions
which will achieve the health insurance coverage called for by the risk of illness
in old age.

To accomplish the necessary development of health insurance for the aged,
the committee proposes a dual public-private program, consisting of separate
and distinct plans in the respective sectors of the economy. These plans are
equally essential and should be complementary. Together they should provide
balanced and effective basic protection covering roughly two-thirds of the aggre-
gate health care costs incurred by the aged, leaving the remaining costs to be met
by the individual on an out-of-pocket basis or through supplementary private
insurance.

The public plan, in the committee's view, should utilize the principle of con.
tributary social insurance to cover all persons 05 yeprs of age and over, with
payments collected during the working years of all employed and self-employed
persons. The most appropriate area of protection to be provided by the public
plan is institutional care, which is the most frequent cause of financial shock loss
to the aged. The extent of this protection under the proposed plan would repre-
sent approximately one-third of th aggregate health care costs of the aged.

Another third of these costs, the Committee believes, should be the subject of
special private insurance covering the largest noilinstltutional costs that occur
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most frequently among the aged. Special efforts are called for in order to bring
the cost of such basic, complementary private coverage withib'reach of most of
the aged, to whom the most economical and efficient forms of insurance are not
ordinarily available. The Committee sees a need for congressional action to
permit insurance organizations to join together in concerted efforts to provide
low-(ost protection on a mass-enrollment hasis.

These components of the proposed dual program for the aged are both mutually
reinfo!tcing and mutually olep-ndent. The Committee urges that one aspect not
be considered out of the cont(.t of the other; rather, they should be considered
together. To thii end, the Committee recommends the establishment of a Na-
tional Councll on Health Care of the Aged, which would keep both the public
and private components of the program under continuing review.

Under the proposed program, the health services that are to be financed will be
obtained and rendered within the American system of medical care, the same sys-
tem which serves the general population of the Nation. The financing of health
care costs by the program will be supportive of the patient-physician relationship
requisite for good medical care. The program will strengthen the economic base
supporting the operation and improvement of the health care establishment
throughout the Nation, helping to stimulate expansion of needed health care
resources to serve all groups.

To provide guidelines for developing health insurance for the aged under broad
national policy, the Committee has formulated a number of principles. These are
set forth below and are discussed in the sections of the report which follow. We
believe that through combined public and private action embodying these prin-
ciples, a solution to the problem of financing the health care of the aged will be
attainable in a way that is compatible with, and in fact will strengthen and
reinforce American traditions and values.

GUIDINO PRINCIPLES FOR PUBLIO INSURANCE

(1) A long-range public plan should be established, based on the principle of
contributory. insurance and calling for all employed and self-employed persons
to participate during their working years, so that upon reaching age 65 all will
have the protection provided under the plan without' further payment.

(2) The long-range public plan should be self-financed by a separately desig-
nated payroll tax, collected as a part of the social security tax and equally shared
by employees and their employers (or paid by the self-employed), With the
benefit level under the plan tied to, the proceeds from this source. Contributions
should be placed in a special trust fund committed to provide stipulated benefits
after age 05 to those under the plan.

(3) The extent of health insurance protection provided by the public plan
should be designed to offset substantially the abnormal burden resulting from
greater use and higher cost of health services required in old age, so as to give
the.aged a fair chance of maintaining their independence and providing for
themselves.

(4) The public plan should be designed .to encourage and facilitate coverage
of the aged under private health insurance for additional protection. It is essen-
tial that health insurance coverage provided Under thM public and private plans
be complementary and that the roles of the public and private sectors in providing
protection Pe mutually reinforcing.

(5) The benefit Structire of the public Insurance plan should be focused upon
health services, the cost of which tends to have the greatest and sharpest impact,
rather than 'upon services involving routine costs or costs which tend to fall in a
less concentrated 4iashion .., (6)? heio bltci isurance plan for the aged should fit into tbect~rrent ystemu
of health facilities and medical care In the Nation, with maximum free choice
among providers of services, and It should contribute to the improvement and
expansion of needed health resource's in 'the Communities of the Nation.

-(7) A fuhdimental lcng-range objective of the public insurance plan fo'r" theage4l should b progressive iniprovemelit in the quality of the services financed

( 1) ResfnsIbiltty for the administration of the public insurance plwn for
thi kd'Shoula be' assigned tbthe Secretary of Health, Education, and Welfare,
with the assistance of. Oik Advlsory,.CouncIl on Health Insuiranc# tor the Aged.
2jn administerlng the plan, the Seetafy should be 'authorized to contract for
leivices 'of 'lunt'Ary organizations and required to invite proposals from such
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organizations for consideration. Direct administration of benefits should be
undertaken by the Federal agency only if proposals from voluntary agencies are
not adequate.

GUIDING PRINCIPLES OF COMPLEMENTARY PRIVATE INSURANCE

(1) As a corollary action to the establishment In the public sector of a plan
for the aged limited to basic institutional services, national policy should assign
to private insurance the complementary role of establishing protection to cover
other health care requirements of aged persons.

(2) Private health Insurance should concentrate primarily on covering the
major clusters of expense for physician care and other noninatitutional services,
so that, together with the institutional care covered by the public plan, the aged
will have a well-balanced package of basic protection.

(3) Basic complementary protection under private insurance should be made
available to all persons in" the aged population without disqualifications, reduc.
tons in benefits, or increases In premiums because of advanced age or condition
of health.

(4) Private insurance organizations should devote Intensive efforts to extend-
ing basic complementary protection to the aged population, with concentration
on developing marketing methods designed to produce high-volume, low-cost
mass coverage.

(5) Congress should take action which would make it possible for insurance
companies and nonprofit health plans to join in concerted nationwide efforts
to extend to the aged population basic protection, complementary to that estab-
lished under the public insurance plan for the aged.

(6) To increase the proportion of the aged covered in the future under com-
plementary protection, private insurance organizations should develop methods
for prepaying during the years of active employment the cost of health insurance
in old age. Employed groups also should be encouraged to continue retirees
under group Insurance plans.

NATIONAL ADVISORY 'COUXM#IL

A National Advisory Council on Health Insurance for the Aged should be
created and barged with advising the Secretary In administering the public
insurance plan for the aged and with making periodic reports to the Congress
through the President on the status, in both the private and public sectors, of
implementation of national policy for health care of the aged.

Senator JAvrrs. Now, the main part of my statement is is follows,
Mr. Chairman.

These hearings constitute a significant-perhaps even a histori-
milestone in the provision of health care in' the United States, and I
am .ery pleased to have the opportunity to testify.

Since 1960 as-I said, I have been working to establish a system of
health: care for the aged-and I have already recounted my connec-
tion with the establishment of this committee, and its report.

I would like to also advert to the fact that this report, when com-
pleted, and I have it here, and I will include excerpts, was presented
to former President Kennedy at the White House in November 1903,
and at that time, the statement which he isWued, was, in part, and I
quote, "The report would be extremely helpful in our effort to obtain
action in the Congress on thisvital matter."

The main feature of this report was a plan for supplementary in-
surance covering those surgical and medical bills which were not in-
cluded in the original hospitalization-through-social-security financing
plan (King-Anderson). 'I believe this report served to call public
attention to the inadequacies of the administration proposal-as it was
standing alone-which at that time covered only hospital and limited
home health sarvices- an estimated 30 percent of health care services
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required by the aged-but made no provision for insuranceagainst
niediAlbils.

The committee proposed that this latter feature be added in the'form
of a voluntary, supplementary insurance policy offered by existing
carriers which would be contrlbutory in form would be offered on a
nonprofit b~sis to every American over 65 and could be obtained for
an estimated $2 per person per week.. The Senate bill was passed on
September 2, 1964, bY a vote of 49to 44, but the House of Representa-
tives failed to act ni. ,

This year, essentially ,the same proposal-except that tle sour es of
payment of the suppleiientary insurance, premiun that is.now a Fed-
oral olf ribiitiOn"of .$3--was meade part of the bill which waa reported
by the, i'sO Ways and Means Comnittee, by our dfiinguishd co01-
league, Congressman Mills, and which you have before you today. I
support this bill, 4n substancei and particularly urge .your, favorable
onsideration of, the sU lm nta ry'feature which make dompreheri-

sive Ialthcoverag possi lef ose over 5. :
May I inter'ect there; Mr. Chairman, and still within my time, that

Iam deeply dipm-poited with the insurance companies of the-United
States f6riot lhvih co6m forWard toiake'Up th6 option Which the
Senate extended t hem , whe it ,Pasd t.u Oil and for n01 being
before this committee today, testifying to a plan which it -will, sponsor
as part of, this' comprehensive h.lxth' care proposal. which is before the
committee, "nd I thinkthadfthe ifiltn6';eonhpaiiie really should ive
very earnest thought to this proposal beforethey let' thigo as it is,
with the United States as the insurer,

Inevitablyit wi"l ropxesnt a difference, in their opportunity for
business which i ,ijkis unwise in terms fh privAw4ptoqpripe
system and I would stilt urge them at this late. date to take counsel
With, dh'oth? fri termSof maki' themselves the inisuirer6 and iving
the American people the bliifit,' vich'Senatoi: Anders6d ind Ihave
always tried to get forthem, of , complete .private enterprisee htin-
dling of the supplementary part of this effort rather than, letting the
Governmyentbetheinsin'er. ' .. ,

,I realize that; imauy will argue thatt it is nothing .but, .,technical
status for the Govemr'nbnt, that the Goverfiment will thent contract,
as it does 'in' health covoera , for overnm nt employees, 'With .cr-
riers of various: kinds ielu-ding Blu Cross;, Blue ShieldG HI, and
others but it is not th6 same thing as:liing: thlinshtranceoinpanies
takethe bascresponsfbility, . . , . , .,
Inu'v yery;disippointed they fraven donee so I expressedthat 6nthe reeoi'd and'i'stlle.gpress the 'hb tlatthe will rbalize whatbthis

fneans Aot only. to thbirfbusinesS; 'ut to the private entrprise system
generally and wll. yetM cens upwtha apl nIn, which they" ain take
over the basic insurance them selvds,; even though. the Government
makes the contributing. - , .

There is no tea on why'they should not-be the fundamental insurers.
Mr, Chairman, then, cntmu ; ,'
There are, however three areas in whi h I believe the bill needs to be

amended, and I woulilike, briefly to bring them to the attention: of the
connnite: .- '*

i.- The Anderson-Gore-Javits bill had a provision under whiehth6
supplementary insurance coverage would include prescription-drugs
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and, I call the attention of the, cominittee to that section of our: bill,
S. 849, 'as it was introduced which 'Was contained at section 101 Of that
bill, on.p age 10, 1~nes- 11 to 10 -which contained a coxnpeheonsiyo'defi-
nition of drugs which would ie covered, and I ask unanimous consent
to include that definitioni as part of the record.

Sen atoi ANrDmnOz;. 'Without objection, that will be done.'
(The 'definition referred to follows:)

DgrrrIoi O "DRtUGS'AND BIOLOGICALB"
The term "drugs" and the term biologicallw, except for pu rposes of subsection

(c) -(5) of thi a secti6, Jidclude :only'such;4rugs anld,,bolog!Ivas, i'pespectively#as
are included~ , i tbe PhqS,~br;Uacopoep,1?, "1,atiop1aj Forpauh~ry," "New and

Non-ffil~lDrug,~'or Accepted.Dental flemiedie's,"1 or are. approved b'y tii
Phb'niaey and din r'h~ipeut~cs cominifttee (or the eqniild1tit comifttee) of (ibe
indicaI 0taff o~f "'the hoApia fornishing'such, drugs or: biologicals, (or -offItbe
hospitalrwith which fthei tutlibid 'nuring faculty, furnishing such drugs or K4o
logicals is affiliated or Is under common control).

Senator Jkr.0m his proposal, Mr. (Jhtirma, asprfther-
port of 'the Nationial Oomfmittee oi Heialth Care for the~ Aged to which
Ihave already referred'and that, report contemplAte~n-Insurance

police -dealing. iiot oply with 'medical .anhd stir cal bills but also -with
certain other health care expenses of which the cost of drugs, was a
forlemost item. '. '

Itf ha been- estimated: that .25 pdeent of, the. per,'capt4& health ex-
penditure -of 'agedpros is -for, drugb,- On the .average they sped
more, than'twvie wsmuch, foiImedidindsIas does the, whblewporiolation;
Nineteen, State including mny oWn ' State of N46w. York, inPida.,the
cost, of. drugs- as a'-Covered',kxpesein the, Kerr-Mills prqgtam -

'NWTh-. actuary's office 'i' tho Social Security Adiniunistratioi when
asked what this would -cost, that is, the inclusion of drugs, gave uffa
estiiatA that it-would 'incease thwcbst'-of the suppleiuenta' ''olicylin

th endmibl by aproiimately $1.60 a nonth - half cof 'i"ih would

'Th appears 1o maeltibe a modesV pricqior'inm~ura'ne4 against iv1At
is bf ten 'a; most biirdenk&xrie expeusi particularlylin light'4ofthefaet
that the cost to the subscriber will be 'More than covered by the ebiX4
templhted 7 pdreefit sbcitd secutitY, bexefi't iiceasewhich ~will.p-rovide

'~iniuh beidfl in of $4am'nth.)~; . ~1' ~ ''

<The .0pemna oiy, a~ containent1HusIA now, would
cost he.)benefkbiary' $3'a month, and the additioli ofA in-other .1 ohe~te
fd_~*I k~ugsi4nsurance would stllbfrcovered-,for ~nmiY 7,byieeeW themii
mumiindtoasq' in1soi eu't*efkTr* , ~f ~ .

I'beieviniost ~lleA ic~n~ o~ld,. welcotn0 .the, £hance. to. p'or!
chase such coverage; with adequaf~te control1 by the Semitary to .p"re

dudecos~ncrasesthi~ptdrata 4ott14 not oul1, provide foroeverage
but in ominstaniceswh&r du6 coW& 6reaa siriat~of tret

and ex ensv hospitaliktWI 4 Mid.U wll be remembored- M4i , lttr
man t~at'r~theteprtwio I~ledwit te S ateidik ~ efaos se

mnar atfbth Clege Of Physioirsta and Surgeoa, on flatA1r frh
Aging, th mzain thrust'df thd eccnmuneiilttio a.. f distinguished a

Ke~ thm li h~i tet;ke4p ~idax~buator+' slid t2hat i6'to st ocrnoi~tcai
and most bocnstrtive way to deal with Otople over .60. 'rI
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While medicine is a ery, very important contribution to keeping the
patient ambulatory just as medical care is, one of the' big defects of
the original administration bill was that in order to get drugs you had
to go into fie hospital,

Now, with this-bill which the committee has before it, whio h contains
the supplementary coverage, the oldQr person is just as well off going to
a doctor. His drug expenses are covered just the same, and that is very
advantageous, andI point out that these relate to prescription drugs
with a very specific definition ivhieli was contained in the bill that
formerly passed the Senate. I, .

The second point, Mr. Chairman, is that I would like tb giemy sup-
port. to the amendment proposed by Senator Douglasto'inplemont the
services of radiologists and anestiesiologists,.patliologlsts and otier
related.specialists ito the fundamental hospitalization aspect of tile
bill as advocated by Senator Douglas, of Illinois who is sponsoring
that, amendment,

'The third point relates to the improVement in the Kerr.Mills program
which sets a deadlinee of July 1, 1970,, after.-which all non-7ederal
money used for medical assistance to the indigent must come from
State sources as dittingiushed from subdivisions, political subdivisions
of each State.

In Now York, as in a number of other States which have acted under
the Kerr-Mills program,; the non-Federal share has been divided be-
between the States and local welfare boards. This is a pattern common
to many matching programs andK( believe it is an equitable formula,.

At.thevery least each State shall be allowed to determine how its
non-Fedoral share iS raised, whether entirely from the State treasury
entirely from local surces, or" as in New York from. contributions of
both. a•"d 3 i m I will s

Mr. Chairman, as to items 1 and 3 in my presentation, I will-submit
to the committee the text of amendments which I recommend. 4

Now, the only other point I would like to raiseis that the Public
Health Association has approached me, as it has approached:otlier
members, with Various recommendations which ought to go'into this

I believe that, most of the thin that they legitimately w6uld want
have been taken care of, to wit- e matter of the speoialists like radi-
ologiets,.which is covered .by senator Douglas' amendments, and this
will be voted up or down by -the committee; Their other suggestion
is that l0calhealth departments as well! a local welfare agencieseshould
have the opportunity to administer thisbil! depending uponthe views
of each State, and we have checked the bill carefully, tnd that appears
to be in the MiE

We have a feeling t iat the Pblic.Health Asoiation may ,want, to
make it mahdatorv -for State andlocal health agencies to;handle this.;
I can't go along witl that. 'I thlh ik thti option is the right .Way to do it
andtliat-id apparently now c6ntained in the bill.

They also asked some guaantee that 6harges.made to patients for
services rendered by .doctorswill be only "those'that ar paid.from thi
funds generated by this bill and.I wilI Jo~k Into that: arefolly and
if I thi nk it rates an amendment I will Aiit'oni tothe o-mAitte-.t.Finay, M, Chairman,- -a .namimous..consent,that.at a, later
date-I may file a statement. with, thoeomminttee and the-text.iof any
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amendments which I believe ought to be proposed to the social security
aspects of this bill as distinguished'from that part which deals with
medical care for the aging. .l i-

Senator ANDEUSON. Without objection that will'be done.Senator Williams, (0you have any questions
Senator WWAAxts. No questions, except to say, Senator Javite, that

we ar delighted_ to have you here this morning and testify on this
bill. The point that you raised about the bill allowing the States the
choice as to whether the Public Welfare or the Publio Health Service
shall handle this program is well taken. The objections we:have had
raised before this. committee are that the bill does not. spell out this
auth6rity quite clearly enough..'

I think it was intended that theStates have this choice, and I agge
with you that they should have the choice.

1Ioweverk) we have had several representatives from both welfare
agencies and the other department% , to'o, ,raising, a questiorr al to
whether the langu i§ clear in thebil. 1 6 , .I q I t

Senator JAvMrs. -Weli, Mr Chairman, if L may have,,permission
to do so, and I have given the Senate some legal services before, I will
look it over very ca.ftkflly i and hif in iny judgnmnt'as a *Iwyer, it can
be ,tightene4 up 'vill ako th6 priv"ige'g, if the Clair' will allow me to
submit an amendment.,

Senator ANDmmON. Surely.-
As I understand it, Mr. Mills made a statement or the committee

report made a statementV that certain things were done.. :Then people
examining the bill found another section of the bill, that seemed toiect something ,else. _One of the great problems where you are
drafting 10gslation is that you can'tplug all loopholes at' the same
time aht hat is the in question; we findin the testimony here before
us p0ple thought it did certain "things, found Wt' did'not, thought it
ought to be resolved.. ,, . . I - . I

And I appreciate the offer of the Senator from New York'to' look
at it$ -

Senator JviTr. I am uro you hive other lawyers doing the 8ine
thing but if I can be df pmy help I wll!'help. -Senator,:AN EsoN, Senator Uarl~on , .

$ent61 C .soN. ,Only this. K 'appreiat the Senat~r'skappear-
ance before this committee'. He has not, only bn Wdicated tts
type of. pl'gram for years, he: ha been diligeio in: kyg to secure
approval awd he has made some suggestions this mor ing Itiat Wil1 be
very helpful to thecoptit.tee . ..

I appreoite very much your appearance. " .
Senator 4 T.- Thank you so muh,
Senator' ANDERSON. Thiik you very much, Senator J'avits.
We tre hap to have you here,, , ,

i ',TON DM,O0FI0Z QRURISTIAN SOIEXOE OOB111E. ON k& UBLIGA
TION OF THE 1YI1ST CHURCH OF O0H1t18T, SOIENTIST.

,Dr. STorFs. Mr. Chairfianand members of th6tcommittee, nyndnmo
is J. Buroughs iStokes.,', In a managers' oftheWashingtoniD.C., '
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office Christian Science Commife on Publication. of the First Church
of Christ, Scientiet' in'Boston; fMass. ' The Ohristiaif Science board
of directors, the administrative head of the Chr'istian Science denomi-
nation, has authorized my appearance before ou., -

H.R. 6675, the Social Security Amendments of 1965, as passed. by
the' House of Representatives,, defnes the, term ."hospital" to include
Christian Science sanatoriums (see.- 1861(e), ,p. 67,lines 9-18), thus
offeringit type of benefits which Christian Scientists could accept, and
with which we strongly support in lieu of the impatient hospital bne-
,fit6 available to other citizens..

However,, webelieve the House inadvertently, overlooked including
similar provision with respect to Chritian Science nursing homes
and Christian Science visiting nurse services and, accordingly we
respectfully submit for your' consideration the.f11lowing two tec ni-
cal, amendments designed to correct-this aparentI oversight:

Re nursing homes, page 74, line 3, add the folowing -

The term "extended care facility" also includes an fisktitution (r 6 'distinct
part of an institution) which Is operated, or listed.and certified, asa Chrlstlan
Science nursing home by the First Church of Christ, Scientist; in Boston, Massa-
chusetts, but only with, respect to Items and services ordinarily furnished by such
Institution to Inpatients, and payment-may be made with respect to services pro-
vided by or Ir such an-institution' only the extent and under such conditions,
limitations, and requirements (in addition to or in lieu of the coidlitons,- limi-
tations, and requirements otherwise applicable) as may be provided, In
regulations.

Re visiting nurse services, page 81, line 3, add the following:
The term "home health agency" also Includes''a Christian Scilence visiting

nurse service operated , or listed and Certified, by the First Church of ChriSt,
Scientist, in Bostono Massachusetts, but only with respect to items and services
ordinarily furnished'by such service to individuals, and payment may be made
with respect to services provided by such service only to the extent and inder
such conditions, limitations, aid rfequrements (in addition to or in lieu of the
conditions, limitations, and requirements otherwise applicable) as. may be pro-
vided in regulations.

While these amendments are of a minor nature when viewed in the
context of the entire bill, ihly' are of major importance to Christian
Scientists throughout the country 'In'olusin of these, amendments
within the present bill would be aonistent with'reclgionaleady
affordedl us' under other FedefAl laws sudh as the Federal Employees
Health Benefits ActM , nd so forth.'
, Your courtesy in according us the" privilege of making this presen-

tation isa apreciated. '

Senator ADM80so. Dr. Stokes so that' we might hfve dome back-
ground to know what we are dealing-with' in the way f a problem,
how many persons are there in Chrigtian Scientists'its9ing homes
now? ~

Dr. STOKES. I don't have that figure. .,' , '
Senator ANDERSOW. Will you supply us with the figure of how Many

are in Christian Scientists nursing homes, how many are aged, about
6ibw long they stay in these lionmes, what is generally WfofigiiItilthem,

what tAeatmts they reeiMve, and h16 many are d charged from
those institutions as a resultQf :tho treatment 'recei:d .

Will you give us .me background on that? , "Dr,,SToKzs. I Will try tdo that. As T have testified on this rsub -

jectIfour times bWfore Ididn't wish to take the time of the committee
to give you more today.
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Senator ANDEPSON. I appreciate that It just so happens I don't
have any idea how many Clhristian Scientist nursing homes there are.

D'. sroius. Yessir..
Senator ANDERSON. I would like to knoW it. I would like to know

whether the Christian Scientist nursing homes would involve any
religious counseling..-.

,-Dr. STOKES. Yes, sir.
Senator AwNiD sox. 'As I iiderstand it th& Christian Scientist nurs-

ing homes have a lot of aged persons. We would like to know later
on what services the sanatoriums offer. which are now provided in
nursing home care and if:you can 'ffurnish that information we can
make an intelligent appraisal of your requ.est.

Dr. STOKES. Yes, sir.,
(The information referred to follows:)

CHHISTXAN S.I4NOE COMMITTEE toN PiBLiJATION,.
OF THE FIRST CHURCH OF CHUIST, 8OIENTIST, IN BosTON, hfMAJ.,

Waqhington, D.O., May 18, 1965.
Re H.R. 675, Social Security Amendments of 1965.
Hon. HARaR F. BYRD,
Ohalrma%' n (Pnit ttee on Finanie'
U.P. Senate,
lVaihington, D.C.

Dk I BSENAOa ByaX: In accordance with the request of the Senate' Fiiance
Committee on May 12, 1965, when I testified on H.R, 6675, the following informa-
tton relative to Christian Science sanatoriums, nursing homeS, and nursing
services is respectfully submitted.
* It is necessary An. order for you to evaluate properly this material to explain

briefly that Christian science is a religion base on the words and, works of
Christ Jesus. It relies solely, on spiritual meams'for healing As did' the" Master.
This healing is the result of prayer; it neVer hal included, ord es 'nelude,
medication or surgery. Healing by prayer as, understod and pr0acttced inChristian Science has been tested before the public for' iearily 10o years. During
that time a great body of evidence as to Its efficacy in healing 'vety sort of
disease has been established, Including numerous healings 'of organic as well
as functional disease, of malignancies, pronounced fatal by competent medical
authorities, as well as of obviously neurasthenc. disorders.. Many of the cases
have long medical histories behind then; in maby instances the expert diagnoses
made before the patient turned to Christian Science 'for healing have been
supported by X-ray examinations, aicroscopic tests. and so forth. a In a number
of cases the healings haye ben ifstaiut~neous, or sorapidasto r6leout any
theory of the,."natural rkuoreU ve owners Of th limaoa otganism, ' Not
infrequently,' doctors who have Vbaered these heAltris have stated frankly
that only God could have wroughtthem ..

As'a t hea 1g syte,' Qristlil', See Is the, a tIMod of 0thq m.dica. 'In
fact; th&e's0no way to equate the 'two, '.heylthhn they hiW"n cdimonis their hea Ing oWective. 7!lo heMl by pilrital Ineanone must 10ok atvay rom
the boly ti , od -divane truh: ind love--th' ource ' of man's 6e4lth and t 0e
being. .Spirltual "ieaing 'therefore does not requfre n1edicaI examIflntios And
diagnoses, nr dre any records kept by a Christlaii Scie itattiner, patient
or sanqtoriuN as to ,the patent' physical condition, as Would.be. d A e under a

'Althugh Christian Sc t do notl; Sedl al mqthods,,they do0.not iiore
Qrn~gect human .ailme~4t eases or InJUres, .0.n tiecontrry, h~aing the
slck an4 ma1it aiIngphysicar iealthl through"'piial nwans is for tihem a
matter Of. religous cOuvicton. and practice. n t'act, he Christlan Science
C0.rch accrddits a Hlst of Christian Science practitlfiers and nurses and certmes
Christian. Science sanato'rlums, etc.O, to which individuals confropted lthsick,
n'ess akid disability may turn'for treatment and 'care, much as the non-Ohrirtian
Scientist would employ the, services of medical doctors, nurses, and hospitalsunderklmllar circunistauces, .. .. : ... , ,.

M3ost healings in Ohristian Science are 'quickly accomplished by a Chrlstian
Science practitioner in his office or during a home call. Unlike those under
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medicine, a Christian Scientist does .not go on, the'sl gh test provocation to a
sana torum for treatment, but only In cases of acute ned wvhorb 24-hour n~ursIng
care and attention are required. This Is well Illustrated by the facts revealed In

theeijqsed table (=cnenlosure A). For the countlesA thousands who 'rely
UpoA1i OflatJth 8ciehe fOMeat care thero were, as of -May 14, 1905, on actual
tab~llation, o'nly 250 Jatient~s In our sanaitoriums throughout 'the United States.
Again, as you may note from enclosure A, -there are only 17 banatoriunis in this
country, 2 maintained by 'the church and the others privately run, after meet-
Ing Accreditation requirements of the Committee on Care for Christian Scilen-
tilts o f th.e First'Churei -of Christ, Scientist, In IVostn, Mass., ,

L4ko l o1 4thok' religiouns orghatnfoi#,'we A re deeply concerned over the prob-
lein.-of health care for the aged, and want to do all we possibly can to asist In
a :Program suckr as- utlined iM HMR., 0075. In this, we have set up the Com-.
mittee on Care' for Christla n Scientists' and have established standards for-.

Christian- Science sanatriUrtS (see enclosur613')i
Christian Science nursing homes (see enclosure C),
Christian Sicence rest homes (see enclosure D),
Christlftn Scienft visiting nurse services (see enclosure E),

all of whithh are required to'ecomply Wiih"Sgt'fire, safety, and sanitary
regulationsf.

The queshis givi6n'to iis~ youry committee on May 12 are answered herewith
as honestly and as fully as possible.' . '," .4 1

1. Ohrelatin Science 8aflatorumn,.-Therc are seventeen' Chri ~tian Science
i'anatoriumh In the United States certified by thoFirst, Chuirch of 9hiist, .4610n!
tist, In Boston, Mass. Until recently, these instittiffons have been a .velabJ6,for
Christian Scientists with all types of illnesses, major or winor, With _tb6'exqep-
tiom of contagious, and maternity cases. Under the Committee 'on Care .for
COlstlan Bcloutfstb, wh- h @inzdin, J6Iy 3004,ho r ~AnhtoriIns

wiilh~het~b~ ds~gttte 6ny ~r th cae ~pationtij wb Wvoildbe conflned
lin'a hdspifal itthey w~tt'not relIyigk entiely '6n ObMistani S1dence'lor' healing.
.To g#11 iqtlonto a sanato~iuw, an IndIvidu~fitiUt be receiving* trealtbent

from ~a 'histakh '$cienco 0practitioueJ' liHAM ti Ciita~Siec?$unl
theofllca, Or o?41nof our ehir&h 'ndnnWet'be, in t~hDh1iW'6f the # actlton'er,
unaitbJ6&to Nak physi4chcr6of bill"Wia ah i~ estlt of Wn 'Wute condition aid in
need o0 SntenuetVO Christtan Scli'66c fiur~g,~ care I iiton with- daily
Ohrlistah Se4ehc4tetbnt 'A~iaioh'is Certifed only aifter-

1.14i6A.1aok Y' the pantent.
* 2.'Voitldtt (if nee f~irhrIti Science sanatoium cnare by ih If td

3., A~piOal_ of ,aoo1icatIdn by Ad lson, nd' U'filizatioKi review Comn-

4.. gngagenient of'a local Christi an ieee practitioneft by the. patieh for

I~1~ ~Iisao~ a billiatfoh Rbvi6* oei te~~sss~f at leaft, two
JOEns #11080i.~~~nge of the I Wtitutl bie,~ nase. 'of sjitor of

tlcevle8tAsftion~. thegptl C1=8stian Scee
aCr 6 ligmto &e~cl~~iA onhed to

~ji tangarts %htt se 04h'i'Jtdr c tIs do r bdifrgiosq
a101vteiana' Ileutist kipws W4 hen ii I v~~ c rb

MaA9t q a~ n 'othek~ ndtvdUail, a~dW btvb ta e tdrdis for
eidbl ishing a Rjeel t~r Mfiiati 'careotfie .606144 006 -6hde4juhtq' o1xTjid e

AtVfreiet thim'0 te 260 r.ioig'4n Chidih ap-e'alao16
pended~table (seq enclosure A) will give you some ficts concerniutblaejt

as rA1nbei 'Of cAA,;ah~hd average legh bif It~y t i aO 61 SAY
Ede If ly, * Wer iiarlseaOe ,in 0 l,60 ~ ? MOATZ 'ilt hhs bei2'tre~a "And

fifitaM, whINIn.eIThpelnt sOiatitn a W estiiut 6ili, ms., r el
in~ di'I~ te ast year ofM brgnoljb, bo6ceh -peIlvis l i~oz

cerebxn1 tbion~boes; -,stt&6ke;, Oaayi; ulcer ;cm ,to nAme6 but h1 6*1 -All -of
I ~ii~~ 'ntres yor' dmtiitedtokhbW thaft 6'ye6'r~, 'Ort006ti .'fifoo

companies have Provided hospitalization benefits to hitt centt ithr
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sanatoriums under the same conditions, and at the same premiums, as persons
who use nmedical hospitals. Among these companies are the following:

The Aetna Life Insurance Co ...
The Aetna Casualtyand Surety Co.
Connecticut GenetalLife Iniurance Co.
Washington National Life Insurance Co.
New York Life Insurinco Co,'
Nationwide Insurahce Oo.
The Travelers Insurance Co. ,
United Pccific Insurtnce Co.
The Metropolitan Life Iusurance Co.
Continental Casdalty Co,'s Golden 65.
Massachusetts 65.
Connecticut 65.

Qhriasla& &oince nuraing horne.-The Committee on Care for Christian
Scientists is in the pl-ocess of reorganizing and reexamining the system of
Christian Science nursing homes. At present, there are about 50 of such homes
which might qualify for accreditation by this committee. . ,IOhrletlan Soiene vitfifng nturse servio(.-Tho Christian Science vleting nurse
service (enclosure E) is out fastest, growing facility. It provides nvi6siug care
for Christian Slebtibts In-the .pAtient's home on an hourly basis. At present,
this service is established in88 areas throughout the United States. i The nurses
who offer this service are graduates of tin approved. Christian Science nurses
training course,, and must be lidtedtin tile current issue of The Christian
Science Journfal; They'provide nuting service on an Intermittent basis,-

2. The above-described admiesidn requirements will exclude Hiklviduals, who,
nlthoUgh'!unable t6 caft" foti th~nsolves,,are not in • ieed L of healing. ; The
Chrlstian, Science praLtitioner and the Admissions and Utilization Review Com-
mittee examining eachcase will eliminate bases where no rehabilitation or res-,
t6ration is needed.

There 'are a number 'of Christian; Science institutions, commonly referred
to as'nursing homes,, jWhich do give only' personal health care on along~term.
basis. However, none of these institutions would be eligible to provide services
under H.R. 0675.' . * '

8. The Ohristlan Science nurse ls equipped to give skilled nursing care aud
execute procedtUres requirhig'rttining, judgmentt, knowledge, and skills beyond
those ,which' the ,untrained:,:poess. .;Since its isthe Christian Science praeti-
tioner, and not the nurse, who provides the curative treatment, the Christian
Science nurse is specifically instructed not to Interfere wither supplant the
practitioner. The only usingg activity which approximates religious counseling
might te the.reading of religious 'matter to a patient unable to read by him-
self, much as a medical nurse might read to a blind patient In a medical nursing
home. Christian Science nurses are trained to assist In physical needs whichi
attend a healing such as changing bandages and teaching patients how to walk
again, etc.

4. Christian Science ganatorlums perform services that are, to a degree, similar
to those in personal care nursing homes, siince their patients do not seek healing
through the orthodox methods used In hospital& The distinction between
sanatoriums and personal care nursing homes Is found not In the services pro.
vided, but by the physical needs of the patients. Sanatorium patients are
suffering from diseases which would require hospital care If they were not
Christian Scientists; personal care nursing home patients do not require the
same skilled professional attention. The cost of room, board and nursing care
for a patient in a medical hospital are included in his hospital bill. In a
Christian Science sanatorium such costs are also in the bill. In our sanatoriums,
however, all the other elements of a hospital bill-i.e., X-rays, drugs, biologicals,
laboratory analyses, etc.--are not present, because they have no part in Christian
Science healing. Those unfamiliar with the health practices in a Christian
Science sanatorium sometimes assume that they function somewhat along the
lines of personal care nursing homes, which is definitely not the ease.

5. Christian Science institutions admit only patients who are under the tare
of Christian Science practitioners exclusively. Patients relying upon medical
care In any form are not accepted. It is not correct to supplement Christian
Science with medical care since they are mutually exclusive systems.

Under H.R. 6675, Individuals are entitled to limited benefits from "hospitals,"
"extended care facilities" and "home health agencies" during a "single spell of
illness." The Inclusion of hristian Science institutions within these define,

47-140-05-pt. 2-12
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tons could not expand: the length of stay or change the meaning of "spell of
illness" to permit tacking a stay in one institution to the end of another. t-

The foregoing facts may appear surprising to one notfamiliar withChristian
Science, but I can assure you that spiritual care, and treatment Is known to be
a safe, effective therapeutic system-so much so, that Christian Science is prac-
ticed freely and without legal restriction in every State of the Union. Further-
more, today hundreds of insurance companies, in the United- States recognize
and pay for Christian Science treatment and. care -in their group ,insurance
agreements and their various casualty and accident lines. In the insurance
field, claims by Christian Scientists usually are paid as quickly and efficiently
as those of non-Christian Scientists. The facts that Christian Science treatment
and care are established on a definite basis, that thoroughly documented records
of healings extend over many years, and that Christian Scientists are reasonable
and law-abiding people, have had considerable influence on the recognition
afforded us'by Insurance companies.
I.Because of thisrecognitiobn' andt'realizing that the Department of Health,
Education,- and Welfare, and those charged with the immediate administration
of H.R. 6675, if enacted into. law, would be hard ;pressed to understand and
gather statistics and facts on 'our religious system, of 'healing, we proposed, to
the House Committee on Ways and Means in February 19051,' an amendment
providingifor a restricted cash option. Briefly, this. Would, have provided'that
anyone who had consclentlou objeCtion against utilizing the medically oriented
services and, care enumerated in, the bill, and 'who was included I, a, qualified
private health insurance benefit pltn, -would'have been entitled to a monthly
cash payment; the payment to which the individual would be entitled td be made
to the appropriate insurance company 'by which such individual i covered if
the individual filed' with the Secretary of Health,-' Education, and Welfare a
statement designating the approved insurance carrier. We were confident this
provision could have been easily administered, and would have allowed for a
scope of benefits broad enough to benefit all of our senior citizens, and would
definitely have been In keeping with the intent of the Congress that this tyPo of
legislation be extended' to all individuals, regardless of -race, creed, color and
religious beliefs. . , .' -May we assure you, however, that, If this piece of legislation Is finally' enacted
into law, the First Church of Christ, Scientist, in Boston, Mass., and our" idher-
ents, Will: cooperate honestly and sincerely with its administration. .- , I,

In the event we can be of, further assistance, please do not-hesitate to call this
office.

Respectfully,
,T BUaouons STORES,:-

Manager, Washinoton, DA0 Ofice.

, ' I '

,-. - ' . , l' ". ". • ". '.' ' . :'i: l . !:" . '. Ii, .t V P

, ,, " ; # -. ," ,
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Esc wsu A

on Christian 8oience Sanatorluns (rOquested by Finanoe (JonMtittee,
Senato on May 12, 1965, in oonneotion with hearings on t.R. C675)

" sanatorIums ;

lroadviow, Los Angeles,
Calif "....................

Sunland home, San DiegO,

Chrlbtian Sience Benevo.
on; Association, San+ raniso, Callf ... .

Wide llorlzon, Wheat
RidCe,oo..........
bornt side, St. Peters-
, burg Fib...-

11111 Top Farm,, Lake Bluff,. Ill -------------------
Christian Science Benevo-

lent Association, Chest-
nutHill Mass

Concord, betroit,'ltch.-..
Great Oaks, Kansas City,

Mo --------------Newhaven, Puyalkup ,

W a -h. -.................
Peace Haven, Ot. Louis,
,Tenawe, Prince ton, .1,-.,
Ai Nl Ridge1 H se Wlest-
'colter 6ount yNY.--

OverlQok House, C1eveland,
Ohio --------------------

Ill h Oaks, Philadelphia$
-';... - ----. - -

Sunrise House, Seattle,
Wash ......... ......

Clearview Ho0meb Daafield,

Total () .............

Number patients In.
Institution

Tot~1

,N1mir working out
acute conditions

e under 1 I Total

- I= I .. .

Over' Unde-r

, 17 4

7* 018 6 8

. 9 2

4 1

7 9

6 • •43 6
.9 0

10 3

8
+ 8 5

* 6 4

197 6

.12

I

11

.4
i 4

7

4

4

6.

108:

,:0

"0

0

.0

2

'0

0

0

2

34

Average number of days
spent in instit"ti1n.

- --

Over
6

.21

34

2"

7

23

.I!

2i0

11

,.1

Under

.27

24,

2D1g

30'

65

.:qo .- only iwo insttutflotns6 0'J + Q ihal.e.'es with mental dtsordero ,%m 'inc Fouaton,
-PrincetonNJ,., and NewhaVeb, In., Puyllip ..Wash.

Christian Belne treatments solely by-payer or Iritu l M e n.:Non md&i. .
Nots -Our qx1totu=s acp+ ll tyros otcs.s wch pnrmauy would require hospital car.

.1' .' *. . " ., '

fr..; .-

f~

1. 1 , ~ '.

*1~*~*~'

i. . -

,, *1.~~

I. .

• ,+ '+, +. ; + -+ /. / :'< . +.' + : + +. ,, . +.. + o ..++

, Y:'°~~~......................,+. ,++++- :-+,o .+.,: .......

p,

k+ V,+ . . t ! '' ,

I • I I I ,+

. .. .. I I I I

•20 +41
16 22

4 33

6 10
8 64

3 38
4

5 27

8 42

9-

142-

Aver-
ago

20

~32

30

20

17

28

34

80

28

3

22

q
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E1mLOsUaE B

CHRISTIAN- SOIENOE SANATORIUMS

Committee on Care for Christian Scientists, the First Church of Christ,
Scientist, Boston, Mass.

POLICY OFk THE IHISTIAN SCIENCE BOARD OF DIREOTORS RESPECTING NURSING CARE
FOR OBHISTIAN SCIENTISTS

1, That nursing the sick under Christian Science care is an important part of
the healing ministry of Christian Science. See Article VIII, Section 81, of the
Manual of The Mother Church by Mary Baker Eddy.

2. That (a) sanatoriums, (b) nursing homes, (o) rest homes and homes provid-
ing special attention where nursing service is available, and (d) visiting nurse
services are recognized as appropriate and helpful means in providing proper
nursing care for Christian Scientists. Their purpose is to support the healing
activity of Christian Science.3. That s h fcilftie when public'Identified as* being operated by and for
Christian Scientists be organized, operated, and maintained in accordance with
standards established by this Board in order to be eligible for accreditation by
The Mother Ohurch.

4. That suxch facilities be managed and financed on a local Or area basis and,
where practicable, all related services in a given locality be under the direction
of one governing board.

5. That consultation lnd guidance to those who are interested in planning or
organizing or who are presently operating such facilities be available from the
Committee on Care for Christian Scientists.

6. That the Committee on Care for Christian Scientists be authorized to receive
applidations for and to issue certificates of accreditation to such facilities as it
finds after inspection to be organized, operated, and maintained all in aord-
ance with prescribed standards. Residential homes for those of advancing years
shall not be eligible for accreditation.

THE CHRISTIAN SCIENCE BOARD oF DaECTORS.

STANDARDS ESTABLISHED BY THE" OHRISTAN SCIENCE BOARD OF DIRECTORS FOR
. D o CHRISTIAN SCIENCE SANATORIUMS

1. -Deftnftio&
The term "sanatorium" As used herein means a facility, or unit, however named,

which is designated, staffed, and equipped for. the care of patients who Would
be confined in a'hospital if they were notrel0nge&trely on Christian Science
for healing. Only spiritual means that'ss, prayer, shall be employed therein for
healing. The"6are and related iS6vic6 shall be performed under the directions
of persons qualified to provide such care and services. The sanatorium shall be
operated in accordance with the laws of the state in which the facility is located.
2. Organization Pattern

Sanatoriums for those relying entirely on Christian Science may be organized
on a nonprofit or a profit basis. Such facilities shall have a Board of Trustees or
a Board of Directors who shall be responsible for the overall administration of
the sanatorium. Persons serving on such Boards shall be available and In reg-
ular attendance at Board meetings. All such Trustees and Directors shall be
acceptable to The Christian Science Board of Directors.
8. Lioense

The operation of a Christian Science sanatorium Is a religious activity. It
should not be licensed except insofar as a license may be required in compliance
with fire, safety, and sanitation regulations.
4. Financial Responalbilit

The Trustees or Directors shall give evidence of the financial responsibility of
the sanatorium.
5. Administration

The administrator of a sanatorium shall be qualified by training or experience.
He shall be responsible directly to the Trustees or Directors for the maintenance
and operation of the sanatorium and Its compliance with all current standards.
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It is the responsibility of the administrator tQ coordinate the efforts of all sections
within the sanatorlum and to, m-anttin an efficient administration thereof. He

shall alt as liaison between the Trulstees or Directors and the staff.
Staff employed by the sanatorium shall have qualifications and training com-

mensurate with the duties assigned, All employees must be found to be fit and
proper by the Committee on Care for Christian Scientists,

6. Church memO.ership
Au TrUstees, Directors, administrators, and key pier"onhei shall be members f

The Mother Church, The First Church of Christ, Scientist, in Boston, Massachu-
setts, and one of its branches. Only membership" in The Mother Church is
required of nurso. --

7. Phyglcal plant and equipment
The pheical plant, wvhlch shall conform to all code and, zoning requirements

for buildings used for sanatoriums, and all equipment shall be iaIntained in a
good state of repair.

All fire, safety, and sanitation requirements shall be fully met and clearance
therefor obtained from the proper authorities.,

8. Elfgiblit and treatment
.To be eligle for dmiss to at .sanatoriut, a patient shall be uder treatment

by a Christian Science pra'64ti0nei listed in. the current iaWuf o'J he Christian
Senhce Jburnal, and shall cQnti ue ,under such treatn~e~ t d~ring entire stay.

0.-Ntirsinp staff,
ThO sanator'im'hdmninst td6r Is 'respohfbI.0to 66 that skilled n'1irliig care

is wavilabl'e Or aWli i atients oin'a'24.ibu basic. -Chr'i ian cieenir'sing serviae
shall ie supervised-by 'a gra~date'ot an approed' Chian $ci6nc* rse' train-
ing course and be listed in the;6urrent issueOf i he ChrstiiSti-sence Journa, '

10. Rates
The charges or rats of a. sanatorium sohalj be fiewith o t on Care

forchzstian cieitists. , Be.

IL Foo& preparatio .4 a" ran9.,,i. ,

Food 'served shall bb otgood quality 'and suitable variety and:shall lie prepared
ant served in such a wiy'ai to protect its quality and palatability, . '

Proper records and books of account as may be required or needed, shall, be kept,
The books of the sanatorium shall be audited annually by a certified public

accountant.

A sanatorium at all times shall operate in accordance with these standgrdp and
such other requirements as are now or may hereffter, bq. established by. this
Board.

Information and assistance are available ftotMt6io ittee on dare for Chrstlai
Scientists, 107 Falmouth Street, Bloston, Mass

:CnutIeIAtN SotliNO NUlIN/O HoMs -t~M fW 01q Q ASI. YOu CnaISTIAN,•"

8OIENTIsTo, THE FIR8T CHu RO OF CHtsST, SOIENTIsT, BosroN, MAss, e.

1. That nursing the sick under Christian Science care i an th ot nt' ?hrt of
Ihe healing 'zinistr-' 6! Ohrliatiinc See'Atkticle VIU, B lti 81,!o0 the
Manttal o n Mother Ohtlrclity MA Ba ei -ddy. F'o th

" :2.' That (d.. anatoims,1(b) nuredng- hom6 (6) rest hnb.es, nd Wnes .P

hiding special attention where nursing service is available anid () 1 r usitig ihurSe

services are recognized as appropriate and -helpful means In providing proper

nursing care for Christian' Scientists.. Their purpose is to support the healing
activity of 0hristlatiScienCe. - " , '
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8. That such fadlitle* i~heii i'ublllS idelitifed as' befifg operlated by anid for
Christian 8cientlets be6 organized,, bperated, and inaintaln~d% hi cord ane 'with
standards established by, this, Board ln order- to be bligIblefdr aicer~ditdtlon by
Tiie Mother ChurchW;) j.-,

4. That~ stchtfacilitle be: managed, adfinanced on a'local or area. basis and,
where practicable,' all related, services Id a given locality We under the direction
of one governing board.

.Tl at consultation and guldfince to those who ar' intere4l-4 in planning, or
o~aiitlr~ik~whbare'j- Ml o iog r*61cll iailis~ l~hal rdlu the

O~ ~ 06 Tha th bC 41 'cetssbeiit ed, to re-
eiv~e applications for and to Issue certificates of amceditationt& subh facilities
as It finds after inspection t6 be organized, operated, and maintalnpd all in ac-
co~dance ,w~hp V 4stadr! ~lsdei 1oes, for, those, of ,lvanping

THE~ CHRX8TrAzr SOIENOE BoAJW or DIBEOTORS.

STANDARDS EBSTADli SHED DY THE O)EIaI8TIAN, OZ1C ' BOARD Or ,DIBF;OTORS FOR
OHRISTIAN SCIENCE NURSING HOMES'

th tm 11'ursing, brndwe" as, uped' &i- elft meafl'd faility' Ok nt oee
Adiied hk'Is' d W~td~ 'stffedil an'd '0ipe o the heot~dti bn of

indiiduls ~~U~?6tn C sua Sece In n6M 6f Durst~ b'i' nd
related services but nXot requiringt the degree of care given fni1' an accredited.
C4~r StiaAM ,cle 0aa414 z 1 . Omly wrip~ual ient4I, ayr. 8111111 be

enijl Mon~ x i* giiUig uc sevie sill, be pjr900med .under 'the
4UemtIof4 q p oiaqa llj1opry1Opcf elsTenuig
home 8~abe 44eat, 10 ecTa W it !I1 if. of the Stat in hc A

fae~t'ik 6ted.

Nuring einis Menti~ei~yh e iyo g)inT2Ixi
on at nonprofit or a profit basis. Incorporated facilities sA Tiava A Board of
Trustees or a Bolard of Directors which shall be responsible for'the' overall adm in.-'
tstrat~oa; of ithe. vurd~gi hiQwe. i , erao~n. 4ervtug ou sieh, Boards sball 1J)e avail-
able and in regulaip alendant* at BaT w-~~g, A rte"W1p, partnership,
or an Individual may also estiablIsh a nursing ho~oe for pro6flt All such Truq ees,
Directors, copartners and Individuals shall be acceptable tA Thea Chlk,I a

The oprtion of a- ChistIan Science nursing home Is a'religlou§ actfvty. It
Lqhould=tb licensed except Insofar as'a 12cense may be reuired In conljilidnce

The Trustees, Diretors, copartners, or Individuals shall give evidence of the
Sunaiarepoplltyfte)rlgOZe; .. A, t 'i

The administrator or operator! of amuraing hoine shall be qualified by training
or-experience. -1 Mshall be rdsponsible-foir the maintenance and operation of
the -nursing home aind Its compliqpqo;e, #Jh,4'( current standards. .It Is the re-
sponsibility. ofthe administrator or, operator 'to coo~rdinate the efforts of all
sectiq~perwithin the,~~~g.o ~it .,An at. ofi tnuistrAtion

8taff employed by 'the nursing home shall have qualiflications and training
commensurate with)tile, dutlea 6m~neI ,41enpoye4x Ins~b pt~el
atnd properby theOomtoi)ar ItcpSieis.

1BoQ~toniXMsChusettos 4nM one Qt jo br~nqho~f Oply4MeQbeMshp .0 Lh other
Church 19;wuredtl~e.,~ t

i ~~;,.
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7. Physical plant and equipment
The physical plant, which shall conform to all code and zoning requirements

for buildings used for nursing homes, and all equipment shall be maintained in
a good state of repair.

All fire, safety, and sanitation requirements shall be fully met and clearance
therefore obtained from the proper authorities.
8. Rligibility an4 treatment

To be eligible for admission to a nursing home, a patient shall be uuder treat-
ment by a Christian Science practitioner listed in the current Issue of The Chris-
tian Science Iournal.
9. Nursing staff

The nursing home administrator is responsible to see that adequate nursing
care is available for ali patients. Christian Science Pursing service shall be
supervised by a nurse listed in the current issue of The Christian Science Journal.
.10. Rates

Tl 1 c9charges or rates of a nursing home shall be filed with the Committee on
Care for Christian Selentists.
11. Food preparation and serving

Food'served shall be of good quality and suitable variety and shall be pre-
pared and served in such a way as to protect its quality and palatability.
18. Recordkeeping .

Pr oper records and books of account as may be required or needed shall be
kept.'

,The books of the nursing home shall be audited annually by a certified public
accountant.

- A nursing home at all times shall operate In accordance with these standards
and such other requirements as are now-or may hereafter be established by this
Board.

Informationtand, assistance are available from Committee on Care for Christian
, Sclentiote, 107 Falmouth Street, Boston, Mass.

EHdCLOSURE D

flzs WMI 'A D'Y1[MES PstRAOTIC SPECIAL Aiv .,nti0 FOR C1IU STYAN SCIFNTI eTS

,:Vi','t... *g NUi Svts'cE Is'AVAILATILE

Committee on Care for Christian Scientists, the First Church of Chilst, Scientist,
*"' :''" . : : * :' . :"* " Boston, M ass.

l ,6?. 'O -4 T11 0IImsT1A., s 5nCUCE' BOARD 'f0 DIRECORc 'R, PECTINO NURSING CARE
- .'mR OHRI5TA- 'SOXENT'ibTS" -

1. That nursing the sick under Christian Selence care is nit important part, of
the, heallg- iAiIstry ,tqAC. hstiaci):.$ence.. tee Artile VIII, Section 31,'of the
Manual o The Mother C3hura by Mary Baker FIdy. -

2. That (a) sanatoriums, (b) n.ursing1iomqs, (9),rest liomes and homes pro-
viding special attention where nursing service is available, ajid (d) vi. Itlng
nurse services are recognized as appropriate and helpful inetdaS in providing
i .tO~eik 'sint eare'f~r Christin &elntists. Their purpose is to support the
Mi.alIfhk a'etlVity 10f, Chistian Scletice...
.: That such 4tcilitI4'*hen ubllely Identified as belng operated by and for

Christian Scientists be organized, operated, andmaintained ith accordance With
standards established by this Board in order to .be eligible for accreditation by
. t sh h ie be managed and f 6nan(ed on a ochl oi area basis and,

Wh*epralUabl, All r'elate&Serv ices in.a give i'locality' be under the directionOo.e-go vrn board...

K,:T~it c699fl6n brand guidance to those wh are Intereste4 in planning
or organizing or who are presently operating such facilities be available from
the Committee on Care for Christian Scientists.
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6. That th6 Committee on- Care for Christiau. Sei'nt~sts lbe author4led tQ ,re-
cqlyv, appicationn r ud le etfat o4ceialo to 0uch faclli~ies
fks It OijDsAfe lieto tb raned epae, n njants4fre alb -nac-
oordance with prescribed stahdtrds. ResidentiAl homes fo liqe,., f adv*nc
yea rs sbpil flot We qllgile for _accre41tapkiojj

STANDARD9 ESTABISHE'D BY THE, CIHRISTIAN 8OIENOW BOARD" or-. DaxSE;6)6 -iron
Ricsi !HOUEs AND HOMES- PikoviDINOa SpESJJAx, Am~NT1IO( FQIA 01KAXTh~,N SOnMN-

The term "rest home" or "home providing special attention, -as uskd h6reiii
means1 .a fcilllt or binit, howvier ~Iamied 'wlifleh 1d edignatkd, staffed, 1ad

equipeti or,; th. aceommfltir of Adu w~hde eyi etrl
121111hi 8cience; inne ih tril'cr~fru in ~ tn h ~ae

servIces, but not requiring the degree of care given In an accredited CWtIqA
j~rs~igilope, spiritual i~~k, tl i k, p'yr, al, ~ eqnp Ipye

then fortheall juh eve hl epiozi~ d ~ Letto
persons qualified to provide such care or services. 'tli6 eh' dhl boirwed
In acordance, with, the laws of the state In which, the facility Is iIocate4. ,Rqslt
dentlal, lzoes f~r these efadv~cn yer 1hahl ,tl~~gl~ i9t~t~

Rest bmeis or homes poiding special 'attention. for those relytng.'6ntirely on
'Chrittanwelence niay 484. 1 qp JIn ~pqi zop~rated
facilities sholl have-a Poa8rd of, Trustees or a'Board of Directorsi Which sAMt be
respoJ2&Ible for ItevnUa~~ns~t~~Qr th hOlt. Q~ lnQAI1p*ov(04,
special attention. Persons, serving on .tc Bord shal be avll W~ IpA
regular 'attendAnce at Board meetings. A trusteeship. copartnership,, or a~ In
dividual may a so establish a rest home or home providing special '9fitttht6) for
bidflt .All sueIi T-'ritee, 4flrects,' dopartndt* and lifdtvldualashall be acept-

Th"6pefattow: &o~' 's'hm o~hMswSientists -oe- -gt hotnci j$(Mlin
special atteintIoh for Christiaki Scentklets,6 &~ iefglousi actWItj,'jt ihoulld nqt he
licensed exce pt .Insofar asa. ll~ensQ. ''" 0' required In" compliance with fire,
sAfety, and sAnifttion regulations.
4. PiatareponiblitV

The~ru~e~u, liwelors, .copartners, or #~d4w ~ eha1 Wye~o~e 0 t4
financial responsibility of the reit h qftne or boin pov isieialattexiion

'iiie'admiiistr &or opeuf or o4 a Fes.)z o oepovdn pc te
tion shall be qualified by training'or experience He shall be responsible for the
maintenance and, operation of, the homeo aud its compliance with all current
standards. -It Is the resp6osbility of Ahe, administrator or operator to coordi-
nate the efforts of all sections within the home and to maintain an efficient ad-
mi n station ,thereof. § :. "

Staf employed by the home shall have RUaliflocttlns afd training commensurate
with 'the duties assigned. All -employee§ must be toonn4 to bW Wtand 'prope*r,:by
the Comittee on Care for Christian Scoentlstais.,
6. COiurO1 tneinerelip

,All Trustees, Pirectors,. copartners, Judvwoul 9wxkers,-and, key pereonn4el. afalf
be members of T1he Mother' Church, The First ,Churqbk of ChrI9t4, "clentiot,, In
BostoJn, Massachusetts, ,and one of its branceo.--Oi0ly mem4bershi1p 14' "0
Motheok0burch ts required otnuro'".

7.ph'8 1 6a' " Ia nt and 66q U ip int i
Tihe pbysU081 platg WhIo~hal cofrb~cd ni~~n Ii n6

bI g's xfttn~ .1 ea -Apmp stt f eptr'
Aqu pme, a W&y n Mii~' Ifra4gob i '' at6~ e~l t 47" i ,;' A

theeo btaiwu frotbp* j, i: \!
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8. Eliglbilito and treatmenttbe eligible for adhieloh too ii ie t. home or home providing special attention,
a guest must be an adherent of the teachings of Christian Science and depnd
solely Oh Ohrlstlan Sclee fok haling".

The administrator of a rest home or home providing speqla!.gttentton Is respoli-
si61e to see'that adequate nursing service Iq available forI ChristianSclen 'dttkbtig: se iee sinl 1* plkfotndby 'Chtitau ~ieicnurses who at

!.t- , IeAchige 6r rates'.Of,ach .,homesshal, be filed with the Committee on Care

for'bristlanScientists.o '- - .

11. Fodpre pratios'and s'ervilig 1

:F06oWoerved, sball, be Of, good quality -antl sultale riety aqd shall be'pYe
pared and served in such a way as to protect Its quAlity and palatabilitY;*-..:

12. Record keeping
l.roper re , and boovq ,of account 'a may be, required or need sh/llbe.

kept.. 
..

kept. of the rest or home providing special attention shall be

audited annually by a public accountant.

A rest home or ,home providing special attention at all times shall operate in
accordance with these standards and such other re ulreflents as ae po. or i ay
hereafter be established by this Board. .

Information and assistance are available fr6m tomnttee o:i6(AijrW forO(jhristlan
Scientists, 107 Falmouth Street, Boston, Mass.

EINCLOSUR E .. - .

. . .. CHRISTiAN SCIENCE VISITING NURSE SERVICES' ' ': I -

Committee on Care for Christian Scientists, the First Church of Chrlst,,Scievtlst,
* ' ' .2 . A~otons' Mass. .4

POLIO0 THE CHRISTIAN, SO IICEBOARD, Or DIRECTORS hEBPETINO NTJRNO'CAIE
FOR CHRISTIAN SCIENTISTS... .. ..7 i i .i' t r. l ., e i , h tl , l n e r I a n f ~ ~ ~ ~ r

Manual of The Mother ChurCh' by Mary Baker Eddy.
, That,. (q),.,anto lum, (b) nursingJome, . ( o) 40esthoms N14 0.Ap r0-

vidlng special attextj ' Where .unu.0|ng serve ,.1;,avaiiabje, ]and Y(d) siting
nurso .services are recognized as appropriate and ielpfkul means' in providing
proer hursi g, care: foe Chri~tan S6ientlists. A,Thetf' purpose is to support' the
healing activity of CIristlan Science.

3. That such facilities when publicly identified as 1.elin operate by ano ,for
Christian Scientists be organized, operated, and maitaibed lh acLord~hee 'ith
standards. established by this Board in borf1 to be eliglble, for 'cdrlditAion by
The Mother Church.
-:: .Im.: /hW14cilitl~a bqjmi*Fgie4, .n4 finance .fed a locaV or area-basIs pu .,hr0.raet!e~e, ialJ .rele '  ,,c I .¥ !afty be p~d r,[ed fo

-. f ft0 ta WedrIftda n ti %e". .lntees

6,: .That the Committeeon (are for Chritian Sceitlits be author-il, 4.e-
ceive applietlons for and to issue certificates of accreditation to such-& ac l iles
, it'!n W. sfri s 0I to, eorani o'e I,.0L4.4 YaialnzW AZ lac-

6r "Mil"O D624fkbl X'% 2ctN
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BTANDAWS ESTABLISHED BD THE OUtRISTIAN SOIENCl$ tBq.D. O,. DIIOQB8 U'OR
: ., . , . , ¢ u i S ~ t M jm~ q E y,V A S j T X 1 0 f l .B 4 P V Cat v c s . " . +

The term "viitting nurse service" as usoe, hereiq meAps a: sepvrqo whchpr,
rides ChristianScience nursing care on an hourly basis to those relying entlely
on Christian Science for healing.

Trustees who shall be responsible for the overall administation of the service,
Persons serving on such Boards shall be available and in regular atteildhVde i1
Board',meeti h gs. I'AUllsudh T ugtees, sbal! be acceptable to The Christian Sclece
B ohrd -of Dtireto'. l~-~~'~"it?~j

3. Finanioal ReepcmibilitV' ~ "i* ' "'-

V. he Truteis of a :visitlid' nurse service shall give eviddtied of the+'fiancial
kesponsiblity- U 'the 'service.' - "'' '

4.Acmini#tratiop n+ "

'The +TrUstees shallberesponsible for themaintenanee and operationof the %is-
iting nurse service and its compliance with all current standards,

All Trustees and staff shall be members of The Mother Church, The xirst
Church of Christ, Scientist, in Boston, Mass., and one of its brAuchles." Only
niembershiI ti The MothetChureh isrequired of iurse, ' ..

A -patient must be an adherent of the teachings of Christian Science and de
pend solely on Cbristian Science for healing,.. . . ,
7. Nursing# Staff

"The visitingnurse shall be h graduatoof an approved Christian Science nurses'
training course and be listed in th, current Issue of The Christian Science
Journal. ,

8. Record Keeping ,-
Proper records and books of account as may be required or needed shall be

The books ofa visiting nurse serflce shall, be audited annually by a public
accountant.
9,. Operatio,, ,+ , .,.+.. . ++++ + .

A A visiting nurse service at-all times .all .operate In accordance with these
.standaiks' tld such Qe * eq0rent [is % rno alibqe(attr 'be estab-lished byfthis Board. - ow " r' ' l , tr b9 estab

Information and Assistance Ale Available From Committee on Care for Christian
Scientist107 Falmouth Street, BoSton, Mass.

Senator AJDnisSO . Thank you, Dr. Stokes,+ I appreciate the fact
you made a'short statement.

SenkO"rA'D9R4.8QNDr. Salmon $
BTATPMJINTOF DR. RE SALMON, APPEARING, On BEHALF OF

TH ]NATIONAL (OY ILORTHE AOOREDITATXO ' NRSMNQ
IrOXES; ACCOMPANIED"BY JORN PIOK!ENS, -GENERAL COUNSEL
NATIONAL COtYNOI 3OR TH'ARE T& ONO tRI

"Th' ,: i6**., Mr. -Q Ca kimn an member' !Rithf iomnte, I am
Dr. Pierre Salmon of San Mateo, Calit'. 1 am alperipg o ke;
half of the NWatonalCouncil, for the Acredittion Of uing ilomes.
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With m-veiis Mro John Pickensw, th 61 Repralr punqql 9f theNat~onal
Council for the Accreditation -of Nursig fIomes,

1! am, one of ,the meinbrs, of the, boft d pO'f drc~' ere
the medical pr6fessioflno'

Fob! the last .sev~til Vearq, I have ehspritInQIfti
tutioa Olnclercs for iSani Ibaedai,,Pp~~
Public; Health 'and We,1iarb; ;AA such1 J~r~so iblef or 640pa
tients in proprietatyntfrsing homes in San[ sotr g~it1 ada.oa
of 800 to: 00pA0ti JnJ~ts TW T10 1 '~bi
tation:centarond TB s-ATittornl~li U' r tr 'i i*i

1. am al8soengagodi -priyate. p-mtC '4n4Q~In
cardiovasculir''dis "ases Amlng -other pogaitiqns w1 e

Chai r-naitivof tAClfri Vo~i8l~tAo~t 19TTO
Nur~ing Hon'm Prii f(~h9naC~~ s ro EAl.

of Aing meme',3~yArea Hlealth Yapilai p g a".-

and chairman ,'Sani Mateo County JWal~ 40, e Pin g ~l

I sli41 resfrict, in' emarks,'q, 4h9mrln, sW ~section.4~ 480
IIIR. 6Th And more esp-ecially the pbrtwn Jiv0 tido

of the Nationa Coin 'I for th6e Aocred ia Ti4 ,nrb Ioes'.
Oqt.'proppsed: punendmrnnts'are, itchd 1. my pxae TOieta

Mpnixq A,

bereeogniied in the bi~l"' ,

-0J~I -Ompo1tn of the6 6$ona X~~lsvr4hi U1V4!:re
Joint Cormission on ti6e Ace re~dciati

086 ~inx -~ad to, ia&edtptio.Th

l~oe ~d~initraor amngWhom, are, a p ~ er ki~rg
to~, a, wel nn media gooi1~~e an m 7
tred(us with many years- of 'experience. be th' lie'hdalt.Wfirg

field., RO, O'dii ona1 ,pc(~ ~ .~i~ esetx i

Almq a4 Tmb' IQ 6Joinq~ti~o py i U3qxx Accrk~edit~tion oaX~s
pitals, For your 'nomton ,~ t g~9 feabmti of
the board of directors i tahtoiyp"eae ttmn ~ipn
dix B.

Trhe American Nursing 1foine, Associition (ANHA) worked -for a
decade towarodthe establishment of a national accreditation program
for nursing homes. -It, carried, on -this tpyromlhe, other!3 lost'-or
lacked 'nterest.1,: In'the spring: of -,1068 Ithe-Aie~an Meical Awno
ciatioricambe to tle fnniladfAIAadjiil'p~8r'h
formationof the Nationa Coucil for the ~A .16reditatioa'.Of- Nursing

Ho~~~~~~~nes,~~~~~~ phs rnia'fle' r~lc t06Nr h iii
A..venueOhieago.'C

Th 'M povdd~a iilrserieo h J60~ oniiso i
Acoreditation ..of H1ospitalsWhehj: in 19529, thb Amaericanx Oolle -of
Surgeons,,. which had conducted an accreditation program of hospitals,
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found the continuing financlil burden too great tind suggested that
other organizations should Ffi n the fisk -of ftcoreditig hospital. , At
that tIM6 iAMA 'with the:aid of AHA, saved the dkcreditation, pro-
grain of l~e Joint Commission on Accredaitation of -Hospitals.

The Jdiit' commis *sio ikewvise composed of physicians and hos-
pital admlmlgtratorp. 'The "standards of the natibnal council are

eq~al g as hl 'M "then'qu'sihg home"field as those, of th' jbint cOni-
mis's ion hthqh6qpitAd 1 1d.-

Todytle'ntlii ~di~1 mploys qualiflod and exp e rinced inars-
ipg home surveyors throughout the ctuntry; 4and declassifies, nursing

hom~ u eth~'e ~a~~le: Inensiv~ iurig eare, skilled nursing

T6fretw 6 cAto6~e jloide thor6. iid ireqirm-ent, 'than ,in
II:~ 65. I I* eliV6d 'tI ee two elassifieations should be accepted

p'ndear he 7m 6LoaPr ft 'A148_pAL~e h(*)kldt etting -forth. the
"S86diid fot' A-&6Meft" IN attachedl to- mypearedf Statement

As- te experience of the joint cornmis5ion has demonstrated,.volunb

eficen ~~yto rise prfessional standfifds.
Th~b metn b~s h board of directorsb ofthe'1national council, re4

View e646h -aldl rrsrvyrs pitai t recommendation to
grant or d"~i a 6creditaflt in 'of at f 11ilty

Oni the, 6ther hanMd the board f tfhe int comminission does not 'review
e~ach individual recommendation of its surveyors and staff 'i

Snee HR. '66Th re6gnizea 'the joint* commissionint hptl'field Lthere s 1 '&ts thrtn vriht fa, to wh thd national
cORA~i should b~ r gnizd in. th In'ighrefedDurinjr the first year, the national counprIf: poceed'd slowly and
with qert~ns.Todti a cft~dite9,0 ailte n 431
Stite1h a otf 8-0 830be8.

At ~ ~ ~ ~ ~ -th0ieettm,~wvxw are pr esng, bii -the, hve'ag 'o
1' n inui'sing,1, I home applicattion9" abh Week. -At tliisx'aite,w' WI*ill

hae ~0~yed apprita Vl 900 neu ursink h= 1i1 ri koe -8nintih's ' 071b- the pioposed effectivo date of thenrig oepo

The national councilI's accreditation program is recogni zed by 14 fy

tihfoh. In .bie 6rt o i~fnstfrc ithhg been *ritteri i:t6i, ad 0rq~ftW1&

ta"bvi'lte'hi public ~Isne p~int

.The national couintil has rereviewed: its standards of accreditation
twkeo In -the past, 2 years. Its 96olo aim -is; to r aise th6-,$tandards 6f

VW ys lb1oking for ways tq- improve its progra m . For, this reason it
do nt' ask 7th t- a provisbm be insertedinf..6T 6teefc

that the'Secretary cannot promulgate standards higher: tlianthe nat-
tionaltini'~qi~~ee th6ugh--ve do hfot bel i6veth is-10ifl. happen
because of th-e national 'couneil's-dedication ~t6prdgress and iiiprove-

710
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Along this line the national council, and its sponsoring, orgniza-
tions, has had under Consideration for some time the accreditation of
other extended care facilities other than nursing homes as. well as
a plan which includes utilization review.

At the present time, no other accreditin commission, council, list-
ingor approval, bodyhals p visino for utillization review as contem.
plated by section 1861 (e)(6),. It does not ap p r fea bible for each
extended care facility to establish its own utilization review mechan-
ismn.

However, the national council through the cooperation .of one of its
sustaining members-the American Medical Association) -now, 8 on
the thrhold of incorporating such a mechanism ,ii its accreditation
pro am.

The proposal embodies the creation of.. a .medical tff eqnivalen"
by theoa county. medical society for the, aggregate of extended care
facilities" within, the local community., In this actiVity thero would
be close cooperation between the members. of the local medc al coim-

munity and the administrators of extended care facilities. Wjthin 't he
committee structure would be contained the equivalent of the hospital
executive committee, the medical audit committee, the procedural re-
view committee and the utilization review: committee. - -

The conceptis detailed more explIcitly in the draft ot the'document
labeled "Physician-Long Term. Care, Facility Relationships,". dated
February 11, 1065, attached to my statement as.appendix C, dis-
tributed to members of your committee . . .- .

The ultimate judges of .pproprt- utilization of extended care

facilities must be physiciansin each instance. - The proposed concept

reqires that this judgment bo made bya committeof physicians not
directly involved with the treatment-of tlie patients question. dt0on-
sequently, the committee would be as free as possible of.minfuence, from
whatevAr quarter in arriving st its decisiorw from patient .to.patient.
It would bi more at liberty. to express its opinions withouttepidation.
The National Oouncil for the Accreditation of :Nurmsg lone sp
potted as it is by the American Medial.Asq 6lon, appearo to tlie
only acerediting body for extended care facilities -having the potefial
to incorporate a means of utilization review. wltutn Its framework at
thistime ., e 850 .. :65b

It: is 'recommended, therefore, that section 1866of H.R. 66Y6 be
amended us follows:

So' 1885 An inatittitln shall b deemed' to meet the requirements of the
htnmbered ,paragraph .(a) of section -1861(e) (except paragraph () threqzt
if such Institution is accredited, go a hospital by the Joint, ommiason on Ac-

reditation of Ho4pitais, and (b) of ction 188 (j) *(except paragraph (8)

thereof) if Such Instituton is aerdted ad a skilledor intensive ca0r nsiilng

homo by tbh e e National Councll for the AcereditatiOn 6f Nursing Hoes.-

If sgch commission or council as "a condltY for accreditati~n of a
host or a ... ,.n extended care, ffatlityk as th6 case' ay b%, aluires .a

itkliation review, lan or i:i* ny mei requ iijit w lii erves
substantially thie sane jtrpo~sethe Seretary i authorized to, fiped'th'at

all instlutions s6 acredit"dbythe.Amfio . or coincl,'as he case
may be, comply also with section 1861(e) (o). . ,

Thank you .very much, r, Chairm an, vtd I *il be happy to re-
sp ondtoquetions, ' ., 4,' , ,.,
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$6W6r""VXM1W4,'Ar6 thokpapej t ---which y6usofit,616tig. ratherI,1, '1 thifik'it bdst. Wd rooive app ndix" Plor the fiks 02f- t1e. coni.;
h if t

,g Ithat tgr*64 bl e wi th '' 0 u I
SAi'UON, ye;g

se Nun erstand this. Wu are saying that
pa#ic Ode-ixi th'-pipgrMil-if -it

U6'.Sectet' astund&kand it, or by., the
c di th Y
oun At you have here,191W the,6 -oil vdulal YOZ,-Vt&M6 th i ley"had, 0 be Ap&6#ed

IA&t fmilityj sit),- ow&.b6
ifbit;' 11o"'46im oiteiided-' re

proved, "the'nAtionRl council.. An acute b 'tal would be approved
.,916-Jo 4 C6iAAfls§1o' -bivkicereditttionoi: ospitA 8

61 Aon't ifisisiI ofi4hW h. it;,yoirO.?W611 ow a , llihder u' a
Wkhi, ,df "66,01'th i+bn ded care flapilitids to, partWpate- if 'the'at-, mv C -tak6, it. -

P1 I$ taid' out ebundif-does not 1;
TA.6th& IrtindewAnd ItAhe&c -w6ul& have, the
Wtid'* 0 lifadgin hf! 01166 *tondWd care f4cility-hpdimpbsestandlY 6-, th Ift I-MOT hi -r a you r ddayf'o" fj
Dr. 4i;xox. Yes;,thia., 1,,vn&rStAYid.ia: the bisieiprovisionsof the0, r' i tvirrinaY 00 u . I-wishm B'fasbilli"Th68" '",, e

A rlds- -i bifl& be'lowefthfin thbs6 put,4 fortb b0he'Seer6t.-my.
Senator Loxa. Well noT, w6iild- y6us6k, aTi amendment' 'thatvould

§4Y If the, -th6866 a' $a itatidardS butififl 0, meet the-itandkids
of -th'eiWfionAVtdun iI thafillie-y- could hot aAicip6te -ir ', the rogrhm I

',W, Sx;tM':k 1,Thig -statement'W t 4 piriith6t;. iuk as the' Joilit
CZ&iggibn.-O, 4 , redithtiobn'!of : WC8ifilsfwas -,"named as i .§peci fie
ffi&hifflinh f6r'AZfi'tifldation of 'acuf6 ho, g'italg --in,,Iwbidh,,.m'ed*iea're

Atkhts, ftuld , bo -tropitedi -s6,Aeer dititi6nby: the j natioxial, -council
ab, ,mechanifjm -for loiag, 6xtande&earo fheilities

*Ji rowp-Afea', itldb;Af 'tedi. 'Th6i6 gt-6 (jftv hdohanism*s -l'understandilliata' 'ific, "poritedr ih0

r In Jidi''oSmob,- U. gd* 1W "at Thavei, iyi- ii ib assuming that *00'alongii ' ' I ree6gnize your gropp these- facilities-n eetYO I an( kso I as
Whqt16're4tflre-d!b' 'heSderetary.-cif 64 -;&duc6tioni.andWelfAre,
do" I understand you would notinsist, tha they 9hould''not p6rfleipite
in: th pro'm MO -Suppose -your standards ar6 J her, biit'if a particulttr
h 9me; mee'Whe standard -a of the, Se"cretary of ifi W theii. you ar e, n ot
a 4,c it-, beU" 'ft rp

t ALMON,: 1 dq' dli n6v 6 .11fli the, Iit-istheinten'i16rh*iWi Rh4kllfol Y.believt 011, 1 roo Vol
Mr. Pjqkpp Pq fqbe able, to a)n ,Ns for you further

yoware.. ah.6Xtefi e 'da reni A0 *n 'survqy i A'e* l ea'$ 21,.fo4d b: the(tot 1. 7, -. ie'ef .d 4 Mo J,natiqpal, ounci ii.1 46: tov.'ib'et4N.14' 'a A*,and whafe pr.44diti p tfbim"W "Si 'y ue
be6liObli ou,arocorroo

aj eMatiV
in"Uh&*bMi , W , aflbu'

the-Seere'tary could 146k at, look 6 the-'approval'of th'6 90161 i0owi-
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Oil 'for ,thi4AcO~editAtlbii'o 61~ k~ d~l heaIt~ A cp
that as, satisfato- intdicaitiofr tha~tt hese niursing 'homes arie -All -rigt
but h*0wAil't be&pired to d6 96. !'

M r. Pcis.That is edrredt )e&td feft~be $roVlsion.

of servwes o' hle, could require ,rdditidbhyg tf~f~ h6 . uf ace
the iori 'o the' ntiial ,c6Andcl; 'Hr i'ly Wd h treo
alternatives.

Se,,nat&r'Limo. Thhhikyoi
Senator ANDERSON. Doctor, do I va(1 _this. co'rreetly, that yout have

now accredited 595 in~titttibns' in- 48 States? 4

Dr. SAraroW.Y,06.~' '

Dr. SMAkMN They hav accredited all 6 'W~d~kr. 'I Tdon't' have
the breakdown at the mYhkent., -I 'd it prvide ltjor ybk.

( The breakdown was niot fufnished as promiadd-l)"
Senator ANDPIRsoN. Have'your standard' been pished and id(e

available tpthe'Publiet
Dr. SALMON. Yes, sir; they,, have and a- copy of them are attached

hereto.
(Ibcmitiittee files.) "K ~ q

SentorA~p1I~N.Has -your, p~r~g dvplQpel''4 'a p int where,
it uses objec~ive criteria, syy.,for instance of miesafet,iwhich experi-?
ence showsthas been, respected 'unifo Ily 'throughbutif thecountry?
"Dt' SAW6oc. -Yen, 'sir; theie a regu oi~ havin tog 01 ~ hti

Sntr ANDERSON. Those are included In theli stand~tas which, you
haves8upplied toustf-

Dr. SALMON. YeS, i. ''~

I~ t t1~hse~op~xQ~rjhmes sor( of'grayi-
ittf ,t6ward your program, andA nonprofit iomnes tw4teAe
Hospital Association prgrm?

Pre, SALMON. his.-s ahn opino AMc~ti I a itq~4e

*~~~~~~~~ n$n~ w~~N altO a ti opinion, am merely
asking' isn't it trwethat, most- of thie' proprietarV phkos, want ymur

px'oga m nd the 0cnproft 'ones' 10Wt th& ~pt1 sscato
Mr. Po~rn~. Seator, if 1: may ans werthat,, Ion'thntati

The"Amnrichh- nftii' "HMe Assotiation, -which, t,416g witl, the

represents hoth proriot~ry ia nonropietrylhomes.:-,-
As a matter ftabt I believe, they httve more nonprofit ' A th'AAIRA has. About 16 Ie'e htpf t~be-Avmoicah Nursing HIT'ieAso

Ai"e to your .quion on the.Aiinbr of es; aceredite tre are,
Ithinkj 89,500 beds.

S, ao _,4 , ,, Youir Otatement sa$,s 0950 8e!

we a*'it Eikng 1iat uhr intermediatecare, category be recognwzd.
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So, of the liomes that would qualify under the bill as defined as anextended care facility to 1b eligible, at the, present time you would
have approximately 35,000-plus- beds that haiv. bpen oupr edo

Senator ANDERSON., M qi.estion: relates to this question of, the non-rofit and the profit institu ions. The profit institutions seem mainly
direted toward your accreditation..

Theo_ nonprofit prefer the' 4mercan Hospltal Associatlon, isn't that
correctI

Mr. PICKENS. No, I don't believe that is correct. Senators we can
suplq you with figures.,

(The figures were not furnished aS promnis.)
Senator ANDERSON. YOu canI Thank you very, much,,Mr. PiCzNs. Senator, I wv ir if, pper ixes A, B, andC culd

be entered into the record .-C, I think, is very 'nportant because it
is a new concept of utilization review,-,

Senator ANDERSON., They ill 1* printed in the record,.-
Thank you very much.
Dr. SALMON.J hankyQu,,
(The information referred to follows:)

APPENDIX A

SUGESTED NCANH AMENDMENTS TO MEDIoARE H.R. 6675 (HousE-PAssED BILL)
I. Amend section 1863 by striking out the Words listingg or" on ine 7 between

the word "Nationa" 'and the words "accrediting bodies." '
Explanation: Mere li6ting bodies should not be consulted in such serious mat-

ters as professionalnursing home care.. Listing is not a guarantee of quality
or high standards as is accreditation. To leave listingf" in the bill will only
serve to confuse the issue and make one believe sgipethlng that Is not true or
v a l i d , -I , .t : . . . .. , • I

II. Amend section 1805 under the heading "Effect of Accreditation" by strik-
Ing out the present section and amending It to read as follows

"Swe. 1865. An Institution shall be deemed to met the requirements of thenumbered paragraphs (a) of section 1861(e) (except paragraph. ()' thereof)
if such institution Is accredited as a' hospital by the Joint Commlssion on the
Accreditation of Hospitals, and (b) of section 1861 (1) exceptt patcaoraplh (6)thereof) such institution .g- accredited q,. a si80led or intensive care nurqing
h6me by'" te NatiOnal C"ouncil for 'the Ac6reditation .f.. . ring Homes.'. if such
Commission or Councll, as a condition for acieditqtlon of a hospital orzd& eax-
tended~care facility, as the case may be, requires a utilizatlon revle*'jlan orimposes any other requireplent,, which serves substantially the same purpose,
tie Secre t a ry Is authorlzedto find that all Jnsttutions so accredited by, tih
CtommiIssion or' 'OunIf, as 8he base may be, comply also with section 1861(e)
(6). In ad dtlon, If the Secretary finds that accreditation of an InstitutiOn' or
agency by thd American ,Osteopathie Association or any other indepndfnt ac-
creditation body provides reasonable assurance that any or all of the conditions
of section 18,11 (e), (J), or, (o), 'as the cWae may be, t're n 1et, he may, tothe
extent he deems it aipproptlate, treat such 'iJjttt1on or agency as meetOpg thecondition or condltons with'-respectto4 hicfh-he made such finding.

Explanation: A* national accreditationt 'pograrn that, has been undertaken
by an Independent body such as th6 National Council for- the Accreditatloft of
Nursing Homes, and Is not tniateral,,should be recognized.. The composition
of the national council is slmllar to the RJoint Commission on the Accreditation
of Hospitals. The natf6nal council is.compbsed f five outstanding physicia-ns and
four outstanding nursing home administrators, among whoni are a former hospi(l
administrator, an outstanding medical social worker, and a wellknowh rie'gi-tered nurse with many years of experlertce as a public health nurse and also
as a privateduty nurse. 'hhe' chairman of the ntiloiai c0incl, Dr. H. Close
Hesseltine, is also a member of the 'Joint CommissiOn oi the'Accreditation of
Hospitals. "atteradded to Hu"e-pass.d-bil..

xItalic Indicates matter added to House-passed bill.
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The Joint commission il likewise composed of physicians and hospital adminis-
trators. The standards of the national council are equally as high in the iurs-
lng home field as those of the joint commission are In the hospital field. Since
the bill recognizes the Joint commission in the hospital field, there Is n; reason
other than oversight as to why the national council should not be recognized in
the nursing home field.

Am Irz B

BIOGRAPHY OFP THE MEMBERs Or THUB NATIONAL COUIKOIL ro TiE AccmnrrATIoN
ow NuiNINo HoMze

The National Council for the Accreditation of Nursing Homes has a rather
distinguished board of directors, composed of five outstanding physicians and
four outstanding nursing home leaders.. .

The chairman is Dr. fl. Cloae Hesseltine, Chicago, 'a leading private practI-
tioner and a professor of Obstretrics and gynecology at the University of Chicago
Medical School. He'is a member of the Joint commission on the accreditation
of hospitals. He is past president of State of Il inoi Medical Society. He has
also served on various boards and committees of the Chicago Medical Society,
the Illinois Medical Society, and the American Medical Association.

Its vice chairman is Mr. Alton Barlow, of Canton, N.Y., a former president
of the -American Nursing Home Association (1960-62); vice chairman of joint
council'to Improve the health care of the aging (1900-02),; chairman of tripartite
liaison committee, AMA, A1A and ANHA (190) ; president, New York State
Nursing Home Association (14-0) ; member of White House Conference on
Aging (1960) ; member of New York Governor's committee on aging (19-
01) ; fellow and member of the board of directors of American College of Nursing
Home Administrators.

Mr. Barlow graduated from the Albany Business College in 193& From 1933
to 1940 he was a nursing home administrator. From 140 to 1049 he was ad-
ministrator of the first general hospital in Canton, N.Y. From 1950 to date he
has been owner and administrator of the Canton Nursing Home. At the present
time, he has almost completed the construction of two new nursing homes, one
at Ithaca, N.Y,, and the other at Ogdensburgb, NY.

Its secretary, Mrs. Vesta Bowden, is a registered professional nurse and out-
standing nursing" home administrator. She was graduated from University of
Denver with: a, B.S. degree in science, and from Columbia University with a.
master's in public health nursing,. 'From 1048 to 195M, she was director of
public health nursng; for the Colorado State Department of Public Health. Prior
to that time she bAd been in visiting nursing service In Public Health Depart-
ment of the Olty of Montclair, NJ. f2be was first trained nurse in public
health nursing and acted as the com. uz 4 public health nure in Oklahoma
City, Okla.

For the pastM1 years she has been a nursing home owner and administrator
in Aurora, Colo. Governor ohnson appointed her to the Colorado Commission
on Aging (1907-5). She has been a regional vice president (1958), chairman
of ethics committee (i90- ) and a member of accreditation committee,
(1960-. : of American Nursing Home Association.

She Is a member of the board of directors and past president of the Colorado-
NursipgHome Associatlgn, Business & Professional Woman's Association of Den.
Ver and was chosen Woman of the Year in 1959. ....

Three of 'the oher directors are Dr. Frederick C. Swartz, Lansing, Mich,, a
leading internist with wide experience In the field of diseases of the. aged
and agipg, among others, and chairman of the American Medical Association's
Committee on Aging. Dr. Swarts is an M.D. and FAOP, is chief, depart-
ment of Internal medicine, St. Lawrence hospital; diplomat, American Board of
Internal Medicine; chairman, American Medical Association Committee on Ag-
Ing; member, American College of Physicians; past chairman, )oint council
to improve the health care of the aging, International and Amerlear Gerontologi-
cal Societies, American Geriatric Society.

Mrs. Eleanor Baird, of New Milford, Connw, is a leading medical social worker
with 17 years" experience In the' field of accreditation. - Sb6 was graduated
from the College of Ste. Rose and the Fordhara University SchO6d1 of Social'Work.
She has been director- of. personnel and employment for a large printing firm.
She organized and was the first director 6f medical social service of St Zarna-
ba* Hopltal, for o Cnrnic Diseases and its affiliated Broker Oonie for Aged in

47-140-65--pt. 2-18
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She. was the primo mover in accreditation in the State of Connecticut. She

has, been chairman of;ANA accreditation committee since 1001., Sxe'has be n

chairmaji-of the Nato6al Council for Accreditation of Nursing Homes (1003);
member._of. Advisory Committee. to White House Conference on Aging (1060) ;
treasurer of the onnecticut Chronic and Convalescent Hospital Association.
She is active in many organizations concerned with problems of chronic diseases
and aging. For the past several years she has been administrator of the Twin
Pines Convalescing Hospital of New Milford.
- Dr. JoHt H. Kelley, of Des Moines, Iowa, is a specialist in orthopedics and

physical medicine. Ho graduated from Northwestern Medical School, interned at

Cook County Hospital in Chicago and served his residency at Mayo Clinic in

iRhester, Minfih ,He'i4 it'diplniat, Board of Orthopaedic Surgery; member,
Academy'jof Oj'thopaedic"S u i 'go n s , Clinical Orthpaedlc Society; Mid.Central
States Orthopedic Society, and American Medlcal AssOcIato10.

Ie '7o 'a" mieibiebf th0 board'bf directors 'of.Iowa Artilti and'Iheumatisni
Societyt Di Mo ne. Cbrnvalesefnt Home,' ard Employers Mutiual Cos. (of which
heis also id16al411rbtto,)..
'Amtig, other. oi0tstatiding directors ate Dr. PeVio Salmon, San Mateb,'Calif,

a lending' pibliC health officer and a member of the .nlfornia Coiurhission for
the Accreditation of Nursing lftmes And Related Facilities. Ile is superintendent
of instittitiontil elibleal services foi' San' Mateo County, Calif. As such, he is
responsible f6r '640 patlintas Inproprietary nursing homes in Sanlateo County
and * totht of 800to 00 patients i long-term-care facilities inclualng a reliabili-
tation eentei" and PhTBsanithriM. HIe is engaged in the private practice of
nftk(li~itie, sjianlipingin cardtovascular diseases.

'HY Is chAirman,'Callfornia on Health Care of the Aging: a n1einber' 3ayArea
Health Facilities Planning Association; vice president, Bay Area Welfare and
Pjapnng Federation; and chairman, San Mateo County Health Facilities Plain-
ning OCdmittet.. - lie Is a vell-known auth'0r andlecturer.

:Dr. Wilson T. Sowder, 3acksonville, Fla., I well-knowNl physidian and the Coin-
mffisslbioetof health for tie State of Florhia. He received his medical education
at'University of Virginia. He received his M.P.H.degr6'6frifri 1ohns Hopkins.,
ltd &ovicd his postgraduate hospithl'traiing at University of Iowa Hospital,
Iowa City; St. Luke's Hospital, Sun - 'Anelsco, and U.S. 'Public Health Service.
D'uriig the curse'pt his public health'service, his various asslgln66fits included
hospital Work, quarantific service,and Coast Guard service in Alaska', consultant
on offinii table ditase control with War Shipping Administration, aid regional
cotlsItltant toth6 Dallas Regi6al Office of PubliC Health Service.
- tEYm 1045 to 1961 and from 1068 to date he hnfs been State health officer for

the State' f Flor'ida:. I'Duringthe interim period he Was chief, OffiCe of Aging,
Ioreau f State Servls eg Public" Health Service, In Washbington.

,Among' other positions,' hd has been a inember, of U.A. delegation- to 1th '

World Health (Ionference at Geneva; chairman, section of provenve'mddfcne,American' Medical AssociAtri;n consultant AID program to Ecda I; president,
Florldan iblic Health Assoiation; President, American Asocihtion 'of" Public
Health'Physicians; and presidentState and Territorial Health Ofticers Asso-
e nation. . . .. ... . .a .. . . " . A

Mrs. Pauline Williams, of Phoenix, Aria., is an outhnnding nursing home
admninstrator.' She graduated in nursing from Me onte -Hospltal'.i 1023.
ThereAfter she did priVAte duty n\irsing. ,She then studied ' pysltry at R&ocial
studies at University of Oklahoma and at Menhinger Clinic at topekaI Kans.
She wat'presidefitt of Arizona Association of Nursing Homes for 4 years, member,
ANHA accreditation 'comniittee, for past several years. She is a member of
board of director of Business and, Professional Women's' Club of Phoenix and
vice president of the Phoenix club.

AIPPNDXX C

PU1y"I0AN--LoNG-T~rm -CARE F'A(rLITY Rzr.AnoNsrnrps

(A concept intended to assist component medical societies in developing a strue.
ture for close liAaion b tween t4e medical community and facilities providing
supportive care for chronically Ill patients)

'phe ufOdln'g prliples for' phystctft-hoppital relationships, a d ted by, the
Californii Medical Association InlO6o0 hW'been' Useful In acquainting physicans
With the 6rganizational patterns 'ef hospital medical staffs 'and delineating thq
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responsibilities of physicians as hospital staff members. In an attempt to pro.
vide similar guidelines for physicians treatingpatients in long-term-care facial
ties, the California Medical Association has adopted this set of principles for
use in the several types of Institutions devoted to care of chronically ill and
disabled patients.

The document provides a format-
(1) Which should increase the interest and active participation of com-

munity physicians in the affairs of long-term facilities;
(2) Through which admiunlstrators/operators of long-term care facilities

way communicate effectively With physicians; and,
(3) Which should result In improved quality of medical and nursingcare

injong-termfacilitles.
Because physiclansare acquainted with the concept of medical staff commit-

tee structure and activities, this pamphlet is constructed in a format comparable
to tlhot.otf the .physician-hospital relationship gikig principles.

Th0, base principle on which.these guide nes for long-term-care, facilities
stands Is the establishment of i "medical staff equivalent" by the componenjt
county medical society for the "aggregate community of long-term-care facil-
ties.", ... e in cqu. y woul o w,, ....

By this is meant that ted society i a county would0Join with repr
sentatives of lollg-termu-'er facilities to create the "mpdical staff equiValent", and
its various committees a .described below to achieve the objectives listed, above,In larger communities it may be necessary for the county medical society to

carry out this function on a district basis rather than as a single entity, either
because of geographic considerations, or population distributions, In. smaller
community, some of the committee functions may be.conbined in conformance
with local needs. The principles will be set fortlf on the assumption that the
county planning to utilize the method Is of such a sl e that each of the committees
may function as described. Local adaptations of he concept may be extremely
variable but the central theme of bringing together members of the medical
society and members of the community of long-term-care facility administrators
for the welfare of the patients and for, mutual support should not belost. Thus,
there would be a single "medical staff equivalent" for all the facilities in a
county or a district, not a separate "medical staff",for each facility..-, It should be
kept in mind that physicians serving owthe various committees of Athe "medical
staff equivalent", will not be: involved in direct patient care any more -than they
would be if serving on hospital medical staff committees.,

DEFINITION -OV' LONG-TF.RM-OASIU FACU~ITJIES IN OAL11ORN 1A

There IS confusion .ahoiig Physicins as well as In the public mind a bout the
definitions of iMgtern-caro. faclitie in general. Many attempts have' been
made to describe the variety of'serv'Ices avalabl h the different categories, but
labels tend to be used inexadtly and lnap foprlatelyby the ja~j~ritY of physicians
and practically all lay persons. -! in' OajllforniA, the Statb department ot public
health is responsible foricensilng fcl Ities providinglong-term medical and/o
nursing care.- The acllitles are'licensed underthe genetic' term 'hosPital,.
which includes suchInstallatlons as sanatorfunis,i.nung hmei coUvalesgent
homes, convalecent hospital, chronic disea Ihspitals, tuberculosis nursing
homes, tuberculosis hospitals , ani specialized hospital, The characteristic
which these facilities hive In common 14s their structure designed to provide medi-
cal and/or nursing care for patients with long-term illnesses or disabilities, or
for patients convelescing from an acute illness or disability. General hospitals
are primarily structured to treat illnesses and disabilities of relatively short
duration.

The State department of social welfare,,on, the other hand, is responsible for
licensing so-called rest homes,, either directly or by delegation, of this response.
bility to individual counties, depending on the size or capacity of the home. Rest
homes are also known;by a variety of other names, including homes for the well-
aged, boarding homes, group :¢are faclitles, domicilary care facilities, congre-
gate living homee,.retirement living homes and nonmedical out-of-home facilities.
There may also be other. synonyis. : Residents in these facilities are provided
with food and shelter, medical- and/or-nursing: care being, available only inl.
dentally, The analogy to a person living in his own home may be made. If the
resident of a boarding home-cn take his medications without assistance or With
minimal assistancefrom the operator, 1he is appropriately situated. If he is not,
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self-sufficient to this degree, if he requires nursing care or supervision regularly,
and is under the professional care of a physician for the illness or disability
which makes him dependent on nursing care or supervision, by law, he may not
be retained in a boarding home.

Similarly, the State department of mental hygiene is responsible for licensing
long-term-care facilities looking after the mentally ill. Tnese, too, are divided
into categories roughly comparable to the installations under the jurisdiction of
both the State department of public health and the State department of social
welfare. The types with which comparison may be made are type G, facilities
for mentally ill senile patients, and type R, residential care centers for mentally
retarded or emotionally disturbed patients.

The distinctions are not precise. There are many areas of potential overlap
and a person may have his needs for support change from thne to time in a
chronic situation. The vagueness of the categories may be diminshed in spe-
cife cases by consultation between the physician and the administrator of the
prospective long-term facility about the needs of the patient or resident in ques.
tion. If discussion takes place before placement, the responsible administrator
will invariably state whether or not his facility is designed and operated to take
proper care of the person seeking aid. Additionally, there is variation among the
abilities of facilities licensed as nursing homes to handle different types of medical
problems. Some homes can provide a highly sophisticated level of professional
care While others may merely be capable of giving a minimal sort of custodial
care to patients of advanced age or with diseases of advanced and irreversible
nature&

These guiding principles are designed to foster the interchange of information
about facilities and their capabilities between physicians and administrators.

ACOEDITATION OF L0N-TERM-OARE FACrLrTEs

Accreditation of hospitals has been in existence for almost half a century and
has been an important factor in improving the quality of medical care In many
hospitals across the country. Acoreditatlon of long-term-care facilities is a
relatively new activity, not yet having the far-reaching effects obtained in hos.
pitals. The principle, however, is similar. Masentially, the process consists of
survey of a facility by+ the representative of a nongovernmental agency which
has developed standards of performance considered to be compatible with a zood
quality of medicare and/or nursing care. The surveyor uses the standards to
assess the capability of a facility to provide such care. A certificate is generally
issued attesting to the fact that, in the judgment of the accrediting body, the
facility has the capability of performing in accordance with the standards and
was doing so at the time of survey. The certificate is generally valid for a period
of several years, as long as the facility remains under the same ownership or
administration. Resurvey is carried out periodically.

Lieensure by a Government agency is primarily concerned with standards of
construction, safety, and certain areas of performance. The- licensing agefirv
usually carries on periodic inspections and has policing power to compel the
facility to comply with official regulations. The accrediting body is a voluntary
group and has no such power, having to rely on the authority of education and
persuasion to attain its goals. However, the denial of accreditation after survey
is frequently a potent force affecting the quality of operation in long-term
facilities.

MAINTENANCE OF QUALITY CARE IN LONG-TERM-OAR9 FACILITIES

These guiding principles suggest a means by which good quality care can be
reasonably assured in fostering Improved commUnication between physicians and
administrators of long-term-care facilities and creating a mechanism conducive
to the solution of many problems shared by the two groups.The guiding principles contain basic concepts designed to serve the public in-
terest. They are not precise'mechanisms for universal use but rather should
serve as descriptions of goals to be achieved. The underlying philosophy ap-
peats to have sufficient validity to be applicable to any area throughout the
country, from the smallest community where perhaps a single facility may exist,
to large metropolitan centers with a great number of institutions. Application
of- the guiding principle assumes an expenditure of energy by the membership
of the county medical society, but the total level of energy expenditure should be
proportionately equal in a small community to the effort made in a large one,
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for obvious reasons, The committee activities should be spread anng as many
physicians as i feasible in a given locale :to avoid the pitfall of having a few
individuals involved in the situation wlt the bulk of physicians abrogating
their responsibilities in this increasingly important, field. ,

The quality of general care which patients receive is affected by the coopera-
ation, understanding, and coordination reflected in high morale and good rapport
existing among the physicians, the administrative staff, the nursing staff, and
the governing body of a facility.

ROLE OP T11E GOVWRoNO BODY IN LO -TERM-OAR FACILITIES

The governing authority of a long-term-care facility may be a governmental
agency, an elected or appointed board of trustees, a board of directors, an in-
dividual proprietor, a corPorate proprietor, Or a partnership.r Herelnafter it shall
be referred to as the governing body. It is legally and morally responsible for
the manner in which the facility i conducted including the "responsibility that
each patient in the facility is being treated regtlarly by a' physicin legally
licensed to practice medicine. l b y l

ROLE OF THE PYSICIAN IN ?lE XOQ-TtR-OAARE FACILITY

The primary responsibility Of a physician Is to render medical care to the
Ill and disabled persons who have selected him as their physician or who have
been placed in his care by a responsible agent. In discharging his responsibility
he is expected to bring to bear all his medical skill and judgment. His responsi-
bility in long-term situations differs in no way from. those inherent In acute
Illnesses or disabilities.

ROLE OF COMMITTEES' IN LONG-TERM-CAIE FACILITIES

It Is through the combined activities of the committees described below that
continuing direct control of the quality of medical and/or nursing care may be
maintained. Even though a community may see fit not to establish each of the
committees as described, it is Important that the functions enumerated for each
committee be contained within the operational framework as it is finally con-
stituted. The specific format of the relationship matrix between physicians
and the others responsible for provision of long-term care to patients is im-
material so long as the basic mechanisms for interaction are preserved. These
committees will influence the Interaction of the governing body, the administra-
tive staff, the nursing jitaff, and the physicians in specific facilities, the com-
bination ultimately responsible for the levelof performance. Each facility may
choose the intensity of care which it deems Itself Capable of rendering, but, in
each instance, -it must be prepared to provide the best quality. The "medical
staff equivalent" provides the means of Insuring the maintenance Of good-quality
performance at whatever level of intensity by means of Joint Interaction between
physicians and representatives of long-term-care facilities.

1. Eweonutve ommte&-ThIs committee should consist of a combination of
physicians and representatives of long-term-care facilities. The total number
of members should be in keeping with the size of the community In which it func-
tions. The ratio between physicians and institutional representatives should be
approximately 2 to 1. , The physician members should be the chairmen of the
other committees described below, plus enough others to constitute a number
which may function efficiently and realistically. Its duties would be to coordi-
nate the general policies and specific activities of the facilities within its juris-
diction. Acting In concert with a- representative from the governing body of
each facility, It should identify the intensity of nursing care available in the
separate institutions based on-

• (-) The expressed desire of the Individual governing body about the
intensity of care which It intends to provide; e.g., basic, intermediate,
Intensive;

.(b) The preparations which the governing body has made to deliver the
proposed level of care as expressed in, staffing patterns, availability of per-
sonnel .with appropriate abilities, availability of equipment for use by
nursing personnel and physicians plus the physical construction of the
facility Itself; and

(o) Regular assessments of the manner in' which the facility as an entity
is carrying out its functions.
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The executive coamittee-,should be responbi ble for' publlclzlngl Its findings
through the 'perldical oit bulletin Whbih most"ciuntk mcdidal societies publish
'reUlarly for jhysicians, aitd should nialntain' a' listing of'h6mei-'and theit quail.
fleations at the society' heaaiutrters 'fbr u ~e iniadf i sin th iplibllc. - Beeause
these listings4Would t- ult from the conkerted dction'of ;physIans-Aid, admints-
trator#/0 Jieis *judging tlibr peers,, it ( ain be e;xpedted that adequate:cheeks and
balanueswill"oietatb rto mak, the pro& -feasible In any. community where pro-
fessional Integrity is Intact and the motivation of all concernedIs directed-mainly
toward adequate patient care. ...

1Tle executive committee should lJe pOaramb.unt amongthe suggested commit-
tees, should set policy.anticipate future',eeds, and act asathe planning body.
Xt'AShbdld b 6the flnal determinnnt in Oa le4sions recmineilded by, the otbhr
dOn21nIttees and q ,6uldb V4 osil lil l e~trdsilnr , detld4Ine 1nv qYnhpOsitaus, nd Olog-tr -aze facities. 4 1uld 'be 61plyed to det
diipio Atel4 s'on, tlhe ba Is'0f its deliberatiohs 'O'. its iwi' to kct should b ne'naii-fested'ntliiily ith' oduih etuc~ti~tial'me~ini and th ;aut' hty: of informed ipersua-
sl6hi vhebever'josible, but' i'sh-tld recommend disc'iplinary anetion's-to'the
appropriate body when the occasion demands. .

2. The niedical audit committee should consist of physicians only, sufficient
in number to 9erve the'comniiltiifty in Whcli it operate. The choihiin should be
a member, of the. executive cQnmttee. ,,The., committee. would. review. medicalrecords In the !ong-term-carp faqltitles and,Wouldattempt to see that a reasonble
reconstruction of the patient's, illness .qouI. be mide', frm -the information, put
down or4 paper, not,only by" thp physician.bu't'by"oer personneln,contact 'lt,
the potlenL,. It would -pote thought. necessary for. instance, o hayv a medicall
student" type history and physical examination recoidediin the ,l14gterm-facliity
chart, but a description of the patient's Illness and physical'fidings, adequate
to permit a new physician.taking over ,the, qase to .understand the situation and
what has gone on, would be considered minimal. An assessment'of the patient's
prognosis and his potential, to' profit from ,restorativetdechniques:Should also be
included., A specific- plan of, treatment ehouldlbeoutlined,- preferably In confer-
ence with the lbng-term-care! facility: staff, and recorded .In brief fashon-. Spe-
cific orders! for medications, and treatment procedures .should, be- written 'and
should'Show evidence-of periodic review.. 'Autonatc "stop orders" at reasonable
Intervals should 'be considered., Progress notes should be made at ,each: visit.
Evidence, of. regular visits , by the physicians. shotild be recordedfgbneralylat
Intervals of not less than 80 days, and more often If the clinical state' warrants it,
Efforts should be made to have this' committee function by_ edudctional means,
through persuasion and precept., -Failing success-through this. means , the matter
should be referred to the executive eotmittee. .

The medical audit committee should also be interested in, the way Individuals
6ther, than the physician -in contact .with the patient record, their observations
and actions. 'It might be concerned with'developlngor adopting VL standard set
of forms .to be used in' the long-term-iare failities ofz the coMmunlty. -The
quality of brevity should be sought In the standardized forms without' sacrilficig
the essential function 'of a medical record accurate reflectift-of, a patient's'6ondi-
tion during the various phases of his ilne, or di-bllity.. , .
1 . The' procedural review committee shoul'd- consist' of ah equal number of.

physicians and,. representatives : from long-term-care- facilities.', The chairman
should preferably be a-physicianand a member of the executive committee The
scope of this group's responsibility should bd' to"review the'whole "situation as
seen by someone interested;in the patientas an-,entity, a: human being entitled
to' the best efforts of the'treatment group- to, Whigh his case. has been given. :In
Order to takeeadvantage of all,the -resources, availablelIn the community, bota, in
being or as potential aids, this committee should-establish and maintain continu-
ing contact with knowledgeable persons working In, a variety of fields, .The, con-.
tact could be preserved -through'the use ,0f: such !persons. as ,consultantsto -the
committee through the use of :.subcommittees," or. by whatever means will- best
serve In a given Instance. , Examples of persons useful In this -way.wopld be
social -workers,, nurses,. therapists, clergymen,jay Individuals with specific fields
of 14nowledge,.and. interest, members of,the'community council,. servicp.'.clubs,
chambers, of commerce, and' others. with unique:ttrtbmtos -beneficial inlong-term
situations. The committee's, _etsponslibilty should ental theexercise of judgment
for the most part and it sliould attempt to establish a norm of -performance for
the medical community sand :.the ,.ommunity :Ofr !Qfng-term-care,faqilities as a
point of reference. Again, its function would hayeotobe largely, educatonaliand
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,ioie oMcers and the constituency ofthe component medical society should recog.
nize the ncessiy of plmn gfor, je Wecreasing number of patiertaneedlng long.
term parq .an, tio* epanqing expenditure of energy made in theWr'beIalf, ex.p L # t ri of n, mainpower, and iamaral. Hach of these .can be con-

0dped w!thOuk J eopardIsng t)proper care of'the chronically ILl p1a ent when.copperp1~e~ot re zn *It pnul ist In the lutegrlty of ,all lnWdqadJl
concerned w Ut0e care a VAt qnt over a prolonged peilo& ' n fact, thequaity
ocqre wou4 w*lt1Obted, m ipreve ich Iiiainces, all other' tlin being
.' Senator L NDE&IoN, .The next is Dr. Gibson. ..., ,",.'

SHEPPARD _AND) ENOUGH PRATT HOSPITAL, ON HERHALP OFVTHE

J)r. QnMsr Mr. 4lfn~, anct me'ber of* th' commtte I-aDr.-Robert Gibson, the medical director of the .Sheppard and Enoch
Pratt Hospital of.Baltimore6,Md;"
T , Ow b ken lesignatod to1present the AnieriCA' Psychiatrio Asso-

!o am honored to have this opportunity to speakto you on
.f-of ile American Psychiatrio Association whose 15,000,members

haven't primary responsibility for the, medical treatment of the men-

Xahoul" WsL iket~ grrsi'bi atitude of ourpofaioifo h
sinificn proOoein~ th:easpisons. of trgess thal been, made in eliminating some of the
provision of the..or al medicare bill that' discriminated against
the elderly mentally ill and to which we had objected in strong terms
last February.

WhiWthe b'aio hospital insurance program remains unchanged! in
W lrgqd the supplementary health-beneflts p lan now incorporated
intote.bil does offer subtAutial coverage or mental health care
albeit special conditions and limitations attached to it seem to us n
desirtble- and unncessary as I shal presently explain. We must also

express our great pleasure that the b ill eliminated longstanding dis-
crimniation a= the mentaly ill elderly patients in State hospitals
with regard tothe old-age assistance program; and we note thatthe
increasi- funds that would bemade availableto the States for this part
6f theprogram mtist be u sed for iprovin1 the treatment and care of
these patients rather thn imply tio help pay-for existing and on-
gbmgpgrams. We are in ful accordwith this wise provision.-

Tt also tgra tfyin'tha the bill ,provides for the extensionof
inentgl. mar, atoh "pla g-n and for sstintlal y V ''A ink atornal "d heath, and crippled chi1drens, services,"All of ths is
most desperately needed: and will s"rve our NWtion in goodstea.

So, .nt lemen when I speak of our 4isap;intment with some provi-
, .eSig 6.a it clar that these
provi'ons can stil modfl'ed, sLhoulJ like to make'it clear that the
Amercan Ps chiatrio Associationi s not unappreciative of the Proestat.i be';maae hiprov d .teneflts: for the nentalll in thiS
1g1slatn ;a' fn'4 lr, I p 1", t hOecontext Of overall approval Of a
sound hospit in urance and heath bp ts program 1for our elderly
citizens -along the lines delineatedin thisbill.
it ab 4aWtlY 4ear that the American people wish to haye their FederalGoverpamnt Obare with their States, communities, voluntary agencies, and
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individuals In insuring that elderly people who cannot afford it shall b guar-
anteed good hospital and medical care. The need has been amply demonstrated.
The demand is Just. The American Psychiatric Association supports It.

In that same public statement, however, we said that whatever
mechanisms may be devised to implement the national will in this
regard must make the same provision for the mental illnesses as for
any other illnesses. Nothing less will do if we really mean it when
we speak of a wholly new national approach to the greatest of all the
Nation's health problems.

You will recall that, in the originaL version of the bill, the only
treatment for mental illness provided for was that which could be
carried out in a general hospital., We pointed out that this limita-
tion was quite unjustified and made no sense for several reasons.
Only about. 20 percent of our, general hospitals actually do offer
psychiatric care, and, of the 60 urban areas in our country having a
population of between 50,000 and 100,000 people, less than half of them
have a general hospital with a psychiatricmUnit.

There are certain States-Arizona, for xample,-that have no psy-
chiatric units in general hospitals. Thus the elderly citizen of such
a State who deve lops a mental illness will be totally deprived of any
benefits of the ba sic program,

Obviously, to limit care to these facilities is to eliminate treatment for
thousands upon thousands of the elderly mentally- ill, In short, it is
discriminatory. 1But more than that the general hospital psychiatric
unit is very often notk the appopriate place to, treat these people.
Sometimes ti jongf of stayis limited to a matter of days rather
than a fle weeks., Often the serve they.:render Is primarily diag-
notic. And, of ourse, other tp es of facilities can often render more
appropriate'treatment at far lower cost-private psychiatric hospitas,
day liospitals, outpatient departments, community mental health ctifn-
ters, ani so on.

The inclusion of the Supplementary plan -in the',presenyersion of
the bill has to alirnted extent bltn our i-itial disappo tment; t
in uo way, 4oes it prompt us to withdraw our essental objeAtios..At

the very least we would lhop6 -hat, the-. n~thsya wil ilde
the accredt, private psychiatric hospitals i-the basir plan ;,but

more than that we would very much like to se the basiqcplan redrafted
so that t all6wedlfor. coverage of, servio in the complete, range of
psychiatric fal tihes.. This ,ioul4 enablius to vestpro. greaer num-
bers 0ftheSe elderly people to their families and communities than
will bep osble under the terms of the presentlimited, jasic pan.

.The principles a ,simple one: Tf our commonobjedi e is. Q restore
the ma imumiumber of the ,4rly citiens to uIe ,v through
intensive psy.6hiPtc treament, ten we should mpke it. possible to e
all available irstirumenital of 9gder, ychiatr , will

I i.s atrumm that patterns of media caram our cwbunty be
drastically infuenced by thi s egislation. It onlygnea ho pitl car
were te be poVided mp then we wouldeurly expect those

who are coverd to k that kihd of care. No doubt the effect woid
be to engender a great deal of soial pressure to expand general hospital

"Nor i ere objectionto thatper se
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But manifestlyl, general hospital care is geared to very short-term
intensive treatment running often tow few days ahd fiever more than
a few weeks; and by its very nature it is a bed-centered program.
Furthermore, it is expensive.. Ever so many 0fthese elderly patients can more effectively be dealt
with in a private psychiatric hospital, in a public mental hospital
geriatric unit, n an outpatient facility, a part-time d'hy hospital,
through a home visiting service, and the like.

Often, the last thing they need is a "bed" in a general hospital and
in many cases there is very little point in taxing such a facility. In
shortL, the basic plan remains discriminatory and simply does not pro-
-vide for flexibility in treatment methods. It is out oftune with the
wholly new approach implicit in the new community psychiatry wilch
the Crongress has so vigorously supported. It is fundamentally in-
congruons with the overall intent 0f the bill to advance the health and
well-being of our elderly citizens.

As for the voluntary supplementary plan; here again we are puzzled
as to why the mentally ill should be singled out for special limitations
in their benefits.

For example, we find theprovisions' for outpatient treatment will
mean that the mentally ill patient is limited to $250. In any one year
or 50 percent'of the expense, whichever is smaller.

In the case of other illnesses there is no dollar limit on outpatient
treatment and 80 percent of the expenses will be'paid.

In the case of inpatient care, we find that the physician must "re-
certify" not later than the 20th day of hospitalization'that the'treat6'
meant can be reasonably expected to improve the condition of the pa-
tient. In* the case of inpatient treatment of the mentally ill 80 percent
of reasonable cost after a $50 deductible will be paid. In the case of
other illnesses, all reasonable costs for semiprivate care after a'$40
deductible will be paid. , I 1. The amount of inpatient 'care P orvided for the mentally ill person is
180 days in his lifetime. Why a this hedging about the mentally ill?
Why not pecify that the chronic cardiacpatient shall receive only 180
days of d v r in his lifetime ? Are not all ofthese spmial. limitations and
conditions really another reflection of our lack of faith in a "wholly new
approach"? A feeling lurking in the back of our minds that these
elderly people are not really treatable? That maybe their trouble
iS just advanced senility and somehow they are more expendable than
the rest?

Gentlemen, I svlmit that it is morally wrong and completely un-
justified to adopt this attitude' of therapeutic pessimism about the
elderly mentall ill. I, myself, recently conducted a survey of all the
private' hospital whicA r6 members of the Natibral Association of
PrivAte Psychiatric Hospitals.- I found that they admit about 80,000
patients a- year, 10 percent of thmin over 65 years of age. Of that 10
percent who were treated, V8 percent were back in their own homes in
months or less., I might add also that depressions are themost
common of the mental Illnesses among these elderly people and'this" is
the most; readily treatable 'of all the mental illnesses of psychotic
severity.

No doubt much of the discriniinttdry conditions'set forth 'in this
legislation concerning mental illness derive from a concern that if the

M
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mentally ill are treated exactl 'like avll the rst, that it will ;"break
the treasury." We do not think that'any such assumption is justified.

And certainly, since the actuarial data is iot presently available to
support such alarn, any possible doubt ought tobe resolved in favor
of the elderly citizen who incurs a mental illness."

In c6ncliision let me repeat that-th6 American Psychiatric Associa -
t in applauds this legislation as a giant' step forward in meeting the
health needs of the Americanpeople. But, at the same time, we cannot
rest until our mentally ill citizens are accorded the same identical
benefits provided for the citizens who suffer from other illnesses. WNe
hope that the Congress will this,,ear:provide for greater flexibility in
treating mental illness in, the basic plan, and mo st-espeeially by allow-
ing for treatment in accredited private psychiatric hospitals as well as
genei'al hospitals. ,

We further hope that you will ;reconsider the discrimihatory pro;
visions attached to the mental illness in the voluntary'supplementary
plan. We ask for no special privilges.but we do ask for an insurance
and benefits System that will enable the profession of psychiatry to
provide the right kind of treattents at the right time, and at the, right
place for elderly mefitally ill citizens.,

Our association pledges its wholehearted support and cooperation to
the Congress and to the public and private agencies and instrumental-
ities in making such an equitablejsystem fully Workable and maximally
effective. The time has come, we.sibmit, to root out alldiscrinina-
tion against the mentally ill, lock, stock, and barrel.

This is the principle on-which we stand, and we hope we have your
sympathetic ear.

Thank you.
SenatorANDERSON.4,Senator Long?
Senator LoNo. Doctor, you' have my sympathy, I agre with you

that largely we have not done more for the mentally ill because the
argument has been made' that whenwe get into this field it is going
to cost a lot of inoney. But this bill is going. to cost a lot of money,
and I personally see no logio to simply 'sweeping this problem under
the rug and trying to pretend it doesn't exist when in many cases these
are catastrophic cases, and there is just a lot of health care that's
proposed uhder this" bill for people who need it'a lot less than sOme
of thesemehtally ill ases.

You say a lot of these cases can be, at least, restored adequately so
they can be sent back th their homes if they are treated ?

Dr. GmsoN. Yes, Sir. Yes; that is dorrect.
Senator LONe. And they could live a reasonably happy and to some

extent a useful life if they can receive the treatment that they should
have? . ' ',

Dr. Gmso. Yes, sir. I think P surprisingly high percentage. In
round figures,,it is about 80, percent, iwe have found in our treatment
experience, and I think that this would ampare very favorably' with
tnany of the other conditions that. will becOvered under the bill, car-
diaoeconditions,'the wholegamitt of physical conditions.
• Senator LONG. You think 80 percent of these aged people over 65

could be rstortd adequately to their homes ?. . ' ,
Dr. GiBsON. We have fouitd, if 0e takes the admissions, 80 percent

of the admissions in the private psyhiatrie 'hospital were, able to
return to their homes within a period of 2 months.
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I think what then happens, though, is of those who are not able to
return, they frequently become long-term custodial patients who per-
haps may live out their lives in a psychiatric hospital, and this group
tends to gradually build up in sze, so that one sees this specter of
mental illness in the elderly as a large chronic problem of senility.
But I think it has been skewed by that gradual increase in the ones
that are not able to return; but of course, we are not suggesting that
this type of custodial care in any way be covered under this program
because the intent is for active treatment.

We are only interested in coverage where active treatment can rea-
sonably be expected to return the person to a useful life.

Senator LoNa. One of the unfortunate things that I have observed
up! to now is the provision in our Federal law that said that the Fed-
eral Government would match in a very generous fashion in providing
old-age assistance under State welfare programs to people who are
not in mental hospitals. F

Now, take the case of someone who had been entitled to receive Fed-
eral assistance. Maybe the State would put up $20 and the Federal
Government would match that with $40 to make it $60 but" who then
had to beput in one of those homes. -The Federal Government would
then cutoff its share of the aid to the poor old person.

Dr. Gmso . Yes sir
Senator LoNG. That being so,+ the State can find it can make more

effective Use of its money by continuing to use its funds in the welfare
program and by simply dropping the poor old person when he is locked
up in a mental instfitution. The result is, with no Federal aid being
available, that the care is pitiful, just absolutely pitiful andthat is
even with the custodial part of it. It would seem to me that the least
we could do is to take out of the law the prohibition against matching
for aged citizens inside a mental institution. . - 1

We did the same thing to get rid of the old county poorbouse: We
wanted to put that county poorhouse out of business. We didn't want
to put these old people through the horrible conditions that existed
in some of the county poorhouses where these poor wretches were
taken and where they were worked until they were dead-killed, in
effect.

So, while we sought to outlaw, to legislate, against that kind of hor-
rible condition, we neglected to do the same with regard to mental
institutions. I

Now, of course, I don't think it was necessarily a calculated intent
but the effect was to put people in mental institutions to separate them
from society until they died.

Dr. Gmsoir. Yes, sir,
Senator Lowo. And that being the case, it seems to me that part of

this pro ram ought also to work it out so that at lest there ls .cbn-
tinued the. matching that would be available to that person if he
weren't Inside a mental hospital. In sone instances you might hAve to give the assistance to the hospital
or appoint a curator or acaietake r for the person and give the money to
them. But it seems to me there is one area where we could make an-
other ste p toward helping those aged people feebleminded;, who are
in such shape that they dre not'going to be able to be effectively ouied.
SDi,. Gmsobr. Yes, air.
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Senator LoNo. You made a fine statement.
Thank you very much, Doctor.
Senator ANDmiSON. Senator Talmadge?
Senator TALMADGE. No questions.
Senator Aw iDmoN. Doctor, there has been some talk about the

Douglas amendment around here.
I assume you are familiar with it?
Dr. GnBoN. No, sir; I am sorry I am not familiar with it under that

designation.
Senator ANDERSON. The House removed certain physicians who are

working in hospitals, pathologists, radiologists and others, and put
them over in a separate category under part B.

Do your members feel that the hospital staff should be included as
a hospital item rather than be paid as staff psychiatrists?-.

Dr. GIBSoN. Our organization has not studied that sufficiently to
take a formal position. I would say that by and large within
psychiatric hospitals the services of the physician are gener-ly looked
upon as a part of the overall treatment. Ordinarily you have salaried
persons entirely looking after the patient and it doesn't make any
sense to separate that out as a separate fee.

So, 1 cannot speak for the organization. I would say myself that I
think that the salaries of staff psychiatrists should be looked upon as
part of the basic coverage for care. : .

Senator ANDERSON. A staff member can give you a copy of the
Douglas amendment if you desire and if you have a change in your
comments we Will be gladto have them later.

Dr. Gisow. Thankyou, sir.
Senator ANDERSON. The linitations of coverage of the bill on

psychiatric hospital lead to. the thought that some patients in some
psychiatric ins ttutions do not receive active treatment but really are
just being held in custody.'

Is there any truth lii that IDr. Grpiom. Yes, sir. I think that for many patients that is appro-
priate-that is, if you have a case of advancid organic brain damage
where there can be no recovery, then the only appropriate thing is a
humane, comfortable custodial care for such. a person. In somein-
stances that will be appropriate. _. -

Unfortunately, I think there is a tendency to lump all older people
togeth r so,that this distinction is not made, and if they do come into
an institution that is very large, is understffed, which propr diag-
nosis and selection for treatment cannot bp made, then may treatable
older'patients, will" be immediately 16ked' uPon ascustodial,'Under
those conditions they will-become custdlial and they won't be treatable
any more.

So, we would certainly feel that the pprt should be to facilities
that are providing active diagnostic andtreatment services for these
people, not simply custodial dire.

Senator Awm soN. Thank you.
I thought you made a very interesting statement and we appreci-

ate it.
Dr. GrsoN. Thank you, eir.
Senator AM'MON. Thank you for your appearance.
Senator LoNG. May I ask just one more thing?
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Let me ask you this: Do we have enough psychiatrists and doctors
who are trained in mental illness to do the job of caring for the people
who need treatment?

Dr. GinsoN. No, sir. We don't have enoughh psychiatrists. ;Wb
need more, and very active efforts are being made to train them.. I
think we also, as psychiatrists have to work to utilize the ones that
we have most effectively. Part of. the problem is one of uneven dis-
tribution of psychiatrists. They tend to be m6ra concentrated around
large metropolitan centers. This partly comes about because their
training takes p!6ce in such places and they are apt to continue.:

But we do not have a sufficient number. We need to consider this
aspect of it very seriously to support training.

Senator LoNG. Would you give me some estimate as to how iMaUy
additional psychiatrists we need in this country, either 1ercontagewise
or any way that appeals to you to describe that situation V

Dr. GiBsoN. I could only give the roughest approximation, but 'it
has generally been accepted that w' ought to have at least twice s
many as we hive now. There are some 15000 members f the Amer-
ican Psychiatric Association and some additional psycdhiatrists who
are not members, so this would mean on the 'order 6f 15,000 to 20,000
more I would say.

Senator LONG. If people had: the abiliy to pay for psychiatric care
for those cases that needed it, wouldn'tyou have an even "&Oater
shortage of psychiatrists to carteofor mental cases? I - '

Dr. OuIsoN. I expect that th twouldbe the inttial effect of it, but
of course, as there is a greater demand for Services, then we& ould
hope that this would increase the supply:of piychiatristN, the supply
of psychiatrists would be inoreas6d to meet that.

There. is another factor and that is thaVI think' there are very few
psychiatrists who work the area of treatmeiitof the mentally elderly
ill and I think support of legislation of this tyPe might generate a
greater interest in the active treatment of this group, and that. this
would move somepsychiatrists iht thiat-fleld.

Senatr LoNo. Thank you. .
Senator ANDRzsoN. Thank you *ery mu6h.'Dr. GmSow. Thank you'

Senator ANDERSON. Dr. Wergeland,

STATEMENT OF DR.' FLOYD ,L WERGELAND, EXEC1TiVE. Xkbi)ZAl
DIRC ~ HEA)Q*UAIjTEXj6' LEISUR W'L OtTAINo

I GOA ILLS, CALIF.; ACCOMPANIED BY ROBERT CARITHERS,
DIRE TOR OF HOSPITALADMINISTRATION

Dr. WVERO AND, Mr. Chair.' 3n, and- committo- members, I am
Fl6yd L., Wergeland, .r g a al Corpg, U.S. Army .
retired, formerly Executive Direcftor of the Office.o for: Dependents
Medical Care for the uniformed service,afd- currently thb executivemedics director for the Leisure World Fo luldtion :with headuar-
tirs at .tun Hills, Calif.

It is a blt homelike to be here in Wash ingn aid toggab reappear
before our representatW. Members of the senate. This aisaso medi-
care legislation IT.R 6Vf a has bxot l: here again, but not the
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medicare program authorized by th Ddlendehts Medical Cirm Act for
the uniformed services and passed by the 84th (ongess; whih has
been very successful to date. It has been a valuable prograhi'for the
morale and welfarof the armed services personnel.

Senator ANDErMON. Ma I just stop you there? I fear there may
be some questions bypeople who read the proecedings,- as to what the
Leisure World Foundation may b6.

Dr. WmRoLAxm. I i6pe. to bing that out for you.
My presentation will inclu de a brief background' descriptionof th6

medical program *for the Leisure World, Foundatioh residents to in-
elude- its current relationship to the new medicare legislation for
elderly eitizons who are 0 yearss of agand Older.'

Our medical program has been received enthusiaticall by ur resi-
dents of' the threeactive'LeisureWorld com ninities. Two'ii are
under construction. By 1966; we 'will 'hkV6'v'5 active comn'iunitles-
Seal Beach with 11,000 population now, and groWing; Lrg a Hills,
Calif., with 8,500 and 38 100 platined aind'growing fast ; Walnut Crek,
Calif. (near Oakland) with 3,000, ai;d '17,00 planned; Olney-Md:'
locally, with 16,000 planned; Prindeton, N.J., wit 50,000 plannA Mand

Chicago, with 50,000-a total of 174 000
Therefore we do'desire to be helpIul by presenting to you such rec-

ommended changes which we believe will enhance the workability of
the medicare legislation; at the implnetatibn level. Thereby w6
hope to asmre its intended success within, 6ilr Leisure Worldcitie
where the average ag within each has been well over 65 years.

At eacl of 'ur Leisure World diti6s4we haeasmedical qeter which
is operated,aa group' cooperated clihic 'and hospital servid. The
medical staff is ialatid ona full. orpart-tim6 basis. We dohVe a
number of medical specialists consultants wh0 alr*called as needed.

In each area, except inione where it is 70-0 percent, lwe )prvide
medical care and treatment On an 80-20- prcent-poVeage, th6 resident
patients payiiig.th20-percentpo ti6in. ', .

SEach, fssdent does iyay ai regular'nioi'thly charge whichinlidea inaddition, home visits by the iursmng ser e anid ainbulrinc cals
when needed, but on an 80-20-pe reft ratio. We haVegiieral prid-
itioners and specialists to f1 the common, needs 4o treat citizens 52
years of. :ag and 'up. In the majorty* , ' t;1%idents prefer uots
our Leisur World med= &fials ervi udtlih iheye free to g6 else-
where with the same coverage.
, Uppu arrivalat,,our medical center, we makeievery -effort. to have
each resident complete carefully. a !medial questionnaire. Then, we
suggest they have a physical examination, accomplished, 6s sooi. a
practicale., .Together, these two proceduress, ar&-,primarily- for 6ur
residents' health security and safety! inca e.of any futureemege'y..
Furthermore, it gives an excellontbaseline roferene,, to enhance ourrese~iach studio on, this anticipated large group of ,maturdpeople in
variousatge brackets..'bi"

Mr. 'Ross Cortesej the founder ad builder of Leisime Wodls liaspeoinallyh d throighh'is corprati6-R6ssm6b6r' s t u3'at. ime
Utiv 'Vity of Soufiern California in 'Los Angeles, No fossmoor-
Cortese Institute for the Study of Retiremkit&.Aghfi t! ']
., Theistitute-is being fundedtowhatis projected-Will',bea$4,a illidn
research organization. Headed' by a' higluly e
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tor former with the U.S.Public Health Service, we are of the opinion
that this coordinated research organization can also prove to be of in-
ore.ing national value because they will study the socioeconomic ex-
pernence, as well as the medical trends of this tested, yet active, adult
commuity.

Thee is an emphatic effort by our entire staff to sponsor the preven-
tion of disease and safety from injury and we feef this is important
with the hopes of meixuig the need measurably for hospialization
and eonsequentlythe costs to us and to the Government.
.There ar'*jnciu4ed.special features of design for comfort, conven-

uqnce, nd sa* m the ir homes. We urge residents to participate in
regular physical exercise. -We stress neighborly association and -ener-
Qus U .8 qt 4emany .tivities in their beautiful environment., Every-
thing ~~ ~gere--physicl exercise, recreation, spiritual, educational,
and cultural events, group tours and commercial entertainment--add-
ing up t a heathful leiure time. We have. professional-size golf
courses, par golf courses, riding stables, swimming pools, shuffle-
haor4 seiM OMPi,, sJapida ry rooms, car enter sops, et cetera,
which our presents enjoy and do use freely. 'e have applied all the
healt knowledge we can muster to slow down senescence; to close the
gap between practical knowledge and an active health program. This
we do by notonly educating the residents to their health needs, but by

sismg preventive. measqros and by having a highqualit y health serv-
ice conveniently available at a cost economically compatible with their
resources.

We, wish we would ,have had mor influence in their 'daily living
habits o1ng" before they arrived at our communities; but we get them
busy on ~nproving theirperQnal health rikht away. In fact, some get
so inteesd andbusy, they, donot visit their older homes nearby as
frequently as thy formerly thought would be pecpssry.

)r. S. 1 aid ] lilh, J r.,,and eole guiea (Donald B. Loveland Reuel
A. Stallones and Weld.n A. Wifll='son) of the U.S. Public health
Sgrvlw pubPdahed n article "A4 Approah to the Study of Realth in
S,..-tet, r r Ot 1. ow MAuty," -fro studies at! the RosamooroLeisureworm ~ uityateal' al.,

er *re 1!,000 elderly people over 02 years of age in d (M50 I- and 2-bedroom
ara rtent anorsion * 40.aQrq plot, It hA a, large elliwc with a full-time group

S 4.kroegs, and ancl~ary peruojnel.
Began i Jl 1982. They noted that,

one-third of. the population Is less. than 64 years of age and 40 percent are over
the age of 70. The-ean age In 69 for men and 68 for women, who are 60 percent
of the total population. ,' ,

Therefore the medicare legislation- will benefit a large majority of
our folks. Dr..Ehrlich concludes by saying:

The several aproaches described are chiefly designed to enhance our under-
standing of the Interrelationship'between stroke, coronary disease, and the
pathologic entity atherosclerosis. An older population in a community setting
like that described offers us an unusual opportunity to explore these relation
ships from several directions simultaneously and to Identify populationearac-
teristles associated with the occurrence of disease or the maintenance of health.

In anotherrepo#, he adds:,
Our' irOgram at Leisure World has the advantage of gathering medical Infor-

mation which Wsnot confined to, cadiovastular disease. Our Information will
assist as a baseline for study of other chronic diseases.
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Twenty different medical research projects are currently being con-
ducted, planned, or discussed at Leisure World communities, and the
majority of these are being sponsored by the U.S. Public Health
Serice. Truly, we have just scratched the surface, and we are con-
vinced the Rossmoor-Cortese Research Institute will be able to help
us to develop better preventive measures and procedures that can
improve and retain good health in our population. The institute has
a number of socioeconomic research studies in process, which can be
correlated with the medical research.

So, with this background, you can understand that we feel keenly
responsible to our residents about their health. Our medical program
was, and remains, the primary motivation for these people to live in
our communities regardless of the community they selects

Therefore, on behalf of, and for the benefit of our Leisure World
residents, we want to make every reasonable effort to gear the admin-
istration of our program to the provisions of tho health care measure
medicare as finally passed. There are several provisions in H.R. 6675
which, if changed, would improve the measure and greatly simplify
its admistration for all who participate in the program. They are:

(1) The exclusion of the costs of the hospital seivaces of radiolo-
gists, pathologists, physiatrists and anesthesiologists from the basic
plan represents a departure from customary hospital practice and will
pose serious management relations and costly accounting problems
to all hospitals.

It is our recommendation that where the hospital provides the serv-
ices of those specialists and their assistants, the cost should be reim-
bursable to the hospital under the basic plan. This would coincidO
with the current practices of all hospitalization insurance plans, in-
eluding those financed in part or in whole by the Federal Government.

(2) 'We recognize the importance of patient participation in thepayment of o incurred through the means of deductibles. Our
concern is with the variations in amounts of the deductibles among the
various programs, the overlap of deductibles, for example, be-
tween hospital outpatient and diagnhstic services and inpatient hospi-
talization, and the generally confusing task of accounting for tlhe
deductibles.

It is our recommendation that the deductibles be simplified :either
by a consolidation into one eum, or by providing a uniformity in
amounts among the var ousplansorservices.

(3) Under the voluntary supplementary plan covering payment for
physicians' services, it is our concern that provision be made to reim-
bure, physicians' series under group practice arrangements. In our
Leisure WorId program nd in m6s grouppractices, physicians do
not bill the patient directly, but receive tbhir income through'salary orother methols of group participation.

it iS our recommendation that where physicians perform medical
rvice on a salar basis, the bill for those services from the group

organization or clinic should be approved for reimbursement under
the voluntary supplementary plan.

We thank you for the privilege of presenting our recommendations
to you, and respectfully request peruissio to submit a supplementary
statement in detail for the record, whioh will support our recommenda-
tionis.- We certainly hope that the high objectives stimulating the
medicare legislation will be 8ucfull- reached',
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(Tho' su plement, to' Dr. 'Wergeland's 's~oetfollows:)

SUPPLEXMEN;Tq O $T ATEMENT? OP BY .WEROELAND, M .9., UTV MEDIA'
PAL bmo ToJIp HtADQUXRTE~sq, LISUREt WORLD FOUNDA II0N, LAGuNA HILLS,

- IhQ ollowIng state ptj ,i p ent'e4 nspleei anh elahtIno
the reia present Wted Mrilk to, the Coinihittee 6n Finanee of the U1.8. 8enate,~
Floy~d L'. W ergelaatid,M',t)f,' re.omme~nding amendments to -HJR..676 as passed
-by the House'of Representatives. In this 9\ipplement torecoimm-endatlons pre.
seilted .6raIW will be rbpe~tde)~~u~da grqa length.

- COMMfIDAFIN

Where the hOfpltaj4 providoe the. Berylcei of radltoIqglsts, pathologistq, physia.'
tine b asic~ ellgl. th otsould be poilmburs~bie to the- hospital under

* Th effR6 6f orgalzIz4d m- d!kine'atid sjei1flcaUl affected niedical and 'surgical
specbialty' organizations, to'separate the professional practhleof radiology, path.i

.ol14gyv Obysiat-y,, and'anestheslology, from, hospital services have beeii underway
.for, many- years,, .with particular emphasis and a~tly~ty in this regard during- the
past .10 years. The complaintt has been voicedd that iwhlle physicians M-ay be in
:cha'rgei'of 'and 'responsible for ft~l Ise rvis rovidd patients In- hospitals,
.they 'Are' not In most ln~tances 'contacted- Iuofessionally' by.'the pattext nor is
.the -traditional. persoxial doctor-patient, relationship' established with* the excep-
ttrnol aneth~eslojogy the. doctor and patient rarelyy. come, Into *Cb9e, contact and
Selclonl'a'(MqdI seri6' performed by the 6pechlift'for,0 'tepditent.;1Howeveri

h~ oespi~, sperlse'an~aprov th prcedresuse "'a standstrd operating
procedure.

-1lhe diMcuttles -In ~eaalgthe", specialists,. particularly radiologists and
h~lg~sp, Qn tt9, ovrage ot the Vasic plan are primarily administrative.

-Th1e' pOatient, haJ4 beeun acciijtoim to recelvlng 'one' itemized 'statement for all
fervicei 'fs-6,vdd While a piithnt Iii the, hojM Aliudlng 'liidilogy alid path-

ology.- ,M ~er been, acutotmeb to, having 'hib .Insurance program cover these
.costs as a-part 6t theD 'tOspital. bill. AU viirrenhospitalzaton.Jnurinic. plans,
Includig hos 1ipauced in, part~or in wholp9 4y, the 1,"eerl Qpy-eramppf, fo116W

cedu . T' e~l" I f these,eicesundei qH.t OO76: represents a
Wb ibw reciv a il the hospitalsl for a difficult46-det.ermlie, portion

.of the .Cost rof, the stecifl(, eanoatin an.h4 ilreeoaseparftte blU from,
the p lan.lo,j jmo staices, .(he paient wil never b~aye segThis-

9a~gol~l~d' oradpten WPd cmnnt relatins fidn hMi~ta1.'
Teonl m 'Nil h bsbe iutatedlfii~the 6iniA6L labomatd. 'Jfthepath:

ologlst,a, doctor of'medicine, is'n fact and In principle usually responsible 1for
all of *th6 l~balxiaor exfi'mtiouO p~rforme4ii h oj~

T~n 44pL flqj~e8 theO 1Ab9tory exaxnlitions. qre4'perforpaed,y-,technolglts
who airo .nder the s i per vion~ albeit remo "te,' of the phtholoit. '8eldo I wih'
the'excepiloti of ros and 8miCt61Npi atfinthi g ah lgial" tissue; '6e

tbo blo~it T dtne'dlyriyIiolved ,ihiperforming or, Interpreting routine
laboratory exwnin~iY t Iq prpvi sjors 9(f -H.U. *OA75, are to' be followed,
tqothq ettqr,,t tlpati~ t, ril O e 10 1 M, tP e, pathologist for- his pyotes-

:sI~a1.,8erlC~r~fl w~ qd~tio 'beL~led :Qp~t~Iby the h~spitalfozh
ou"plie Mo IAl~ tm kc.', t W6 10ratorj eriA I'o.'

Ndv tn aniiu with thb esfiblof the spew~alist~fof'pk'ofesslna rgnon
This desire is understandable and truly jus( Wl pxobleul?, as "wh' dot$ Aob exist,
lor. tiopWS seims4n priyqo prapt e qurruhe f stiht,yvhere these, sPe allots$

l~yteiro~n ds~e ~4.t 'e eonomic AdVAA4e tothem W hichholtf pr .ac-
tde dsually afo~dsf 'cOWAI id' pact the* s cfO tI0I'hhsla titifi$ hdApi1tal sVe~fr(s, theA 1 Ah thefevices e6hould- be'covered, Iii tho basic,

-plan. Th6 econoiiic '6f medical practice should n-htz be confused with ethiqo 4pti
~h~vd nt srye~ pmplcat aad prh aps reduce tile effectivenesofa te-

whO so!rbusv o~a~ a~ othercrefrth tgd

vis on ' , ,

plans or services. I :i. - - ':. -,0t ' t I
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Under'the provisions of H.R 6675,. three-separate types and amounts 6f deduct-
Ibles are provided., There is a $40 deductible amount for each inpatient ' hospital
service per spell of illness, a $20 deductible amount for each outpatient hospital
diagnostic service within a 20-day period, and a $50 deductible utideevthe'volun-
tairy supplementary plan for physicianW' and other services on an annual basIs.

Under the basic plan, the outpatient diagnostic service deductible :of $20 can
be applied against, the inpatient hospital deductible of $40 if the patlenit is hos-
pitalized within 20 days after receiving the Outpatient diagnostic siervic. - 01 the
surface, this would appear quite simple. , n,practice, it w~ll mean that an open
file.will have to be maintained on each libgpitAl outpatieht'for at least,20 days
following the ser ce6, just'in case, the Oltienti&'hspitalized. kyitbih that period
of time'. Unless the hospital maintains such'an active and, open Ale; the burden
of proof would rest with the patient. This in itself would present inany problems
and is not believed to be the intent of the legislation. *, .

In spite of the variables in amounts of dedlictiblds,' it V'0ulId seem th t the
dedUCtible provibloii'for the'outpatient bhsbital diagn6sticser6iic' might present
the most problems. One suggestion for simplifying the prOcedurd would be to"eliminate the deductible for these outpatient services, substituting the application
of the 80 percent-20Percent plan for thqm. at.nt s ! ta , iagnos-" difficulty Will also be experien(ed.i the fact ttiutt e os
tic services are covered Iinder both the baste ljlaii andliOnde'r'th4 vbluntmiy supple-
mentary plan., The question will arise as to which plan takeA preedence'.

For,example, a patient may havd, satisfied ils deductible provision undei the
suppl(rmentary pOan when, .on order of 4is physician,' he receives a diagnosticX-ray oi' Other' services in thie hospital outpatie'nt department, Difficijities Wiill
airise in 'deteriiing ivhether the $20 deductible under the basic plati aPplieS or
whether his-dedttblepirovision under the' sUppleI~ientary" jphi:has 'b~tistf~d atl
require meas,.. Si~ne no outpatient diagnostic service should" be performed~othier
than on or er of a pysician, excluding eipergency services, it would seepi that
another iolutlorimight be ' to" restrict-outpatient diagnostic services to thevoluntary supplementary'an . .. . .- • •e 9: t he

In any event, we ask the committee to give consideration- t6 s nlfying the
deductible provisions with a view to improving the Administration of the program.

RE6OMMeNDATION 8
VThere bills for physpia,4 qervlce arg submtttid to th patient by-.the'linicor

organization In a: gr Oup. practice arran emont, provision should be, nade for
reimburseiw ent to thb client or'group practice organization tider the voluntary,
supplementary plan, -

.In the growing number. of group praeticelix this.N6ti~n' today, Itf 9" ustofiary
that the invoice or bill.for. physicians', services:be:submitted, toitiie patient~bythe'elinic or in tAie.anme of the group practice organ ztionz Udert.seatrange-
ments, physiciaiis practice 'a-s members of 'the! group, rceeiving their' income
thr6ihi'tlay'or , thrtigl bther• mik0ds of _i-pp o partnership particiAtion.
In these instances, the physician does not bill thd patient directlY;

The efficacy of $oOP .Paq(ti e, of Medibine, h'tisbeei "ably-',demonatrated ,in all
.sltions, 0f the $atl hTi ;perene,of, te Ie! iro World mediepi ogram

h~~aW'hlleted Othero -and b~dmxart4ce~ya
overall reduction in utilizatib i [f.6itl r1es, - rou'gho - this Nation
today, the number, 64hpital adtnisi6iS fO# a11 age'giont in the bulationnow
approxitmates 134 per 1,000 persons. In the Lesure-Worldit, with a,-1piplaton.
predominantly over 'the age ,of 65.yearso thq ep rlence -hs ohof, so far- an
average' of only 0 hospitAl'a'julss1 np.per 1,Q00,r.l ents4  omares qute
favorably with the experienie 'fhis sage -roujp th.tlhe Naf6 ,at Vfrg wqere
average admissions a*e Well'o~er .150 per'f :000n id ,In' sonid 4at'i apir-AM hM
per 1,000, per year. Furthermore, the average length ofsgay :fok, 716,§4 W-iold
rol, bas been only, 0 dayspcowpared-to 12 to 14 days oi the.national averagefor i d derag6krolip' ., : .. . . ,,,: .i . . .. ,./, . .: , .: ' :,The favorable experieneo'of 'rfsur World, side 1.ith reference_.,bfns_

pitalizatinot can be attributed Itn major paitt t'thegroup active medical program .
alnd ,the, emphasis onprevenfton of illness or, injuryand 1 l ne-fiatlce fha lth'

Th"be'bj.ect10. is t0keep people healthy and to-Mzaitii then in their residences
fAhet tlaWt& h6Pitalize them e'xceMt-khere- ihledWei by medical nepety.
The real motivation is the recognition that only with -good' heai'th' can' eov le
fully enjoy "a new way of life" in Leisure World.
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We feel that these cooperative group practice medical programs will greatly
benefit the federal program of health care for the aged by reducing overall
Utilization, by avoiding unnecessary utilization or abuse of the privileges, and
by reducing the overall cost to the Federal Government. For these reasons, we
believe that attention should be given to the provisions of the legislation to make
certain that group practice programs are not In any way excluded from participa-
tion In the voluntary supplementary plan and that no problem develops as to
the reimbursemaent of the group practice for physicians' services.

Senator ANDFsON. Senator Talmadge ?
Senator TAixMADOE. Doctor, I judge from what you say that this

Leisure World is a combination of home with adequate medical serv-
ices; is that approximately correct?

Dr. WFIRO AND. That is true, sir.
Senator TALM.AX. How does one get to be a member or an occupant

of LeisureWorld?
Dr. WERGELAND. To become a member of the Leisure World, you

buy a manor and become a member by a down deposit on the manor
whilch varies iin whatever you choose as a pattern of the house in which
you choose to live. After you have made your downpayment, then
you have a monthly payment which includes your capital, the interest,
the fire insurance, the cost of your medical proram-the 80 percent
of it--which is part of the overall charge. Our highest monthlycharge runs approximately $180 per month. This includes all those
things as the gardening service, the club facilities, the recreation facfl-ities, and the transportation throughout the local community area.

Senator TALZMADOE. In other words, for a average fee of approxi-mately $180 a monthi----

Dr. WERoELAND Yes sir.
Senator TALMADOE. He has not only a home but adequate medical

services also.
Dr. WkRoFArID. That-is right; 80 percent of them.
Senator TALmAwixJ. Is he required to pay any additional sum of

money for any medical service he may have?
Dr. WZROMAND. He pays 20 percent of the cost, sir.
Senator TAIMADGB. Also 20 percent of the medicine.
Dr. WmaOwArD. Yes sir 20percent of the medical care.
Senator TALiADM01, And Leisure Homes pays the other 80,'percent?
Dr. WR OLAAND. That is correct.
Senator TALmA~or. You referred to some foundation.
Is this made possible by §ome philanthropic effort on the part of

these gentlemen'i names you have mentioned'?
Dr. Wrm Ai -. No, sir; this resource comes entirely from the peo-

ple who purchase the manors.
Senator TALMADUX. Is this a profit organization I
Dr. W mr wD. It is a nonprofit organization.
Senator TALMUAD . It isanonprofit organization?
Dr. WEGRAND. That is right, sir.
Senator TALADOL. In view of what you have said isthere any real

need for medicare for the occupants of your homes ?
Dr. WE=GFAN D. Sir, because of the monthly income in the non.

profit organization, it has been estimated that this -resource would
take care of their medical costs and, of course, the medicare program
for those over 65 will certainly require a downward adjustment in their
monthly payments.
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Senator TALmADoE. You takethem in at any age I take it?
Dr. WEROALmND. Yes, sir; 52 and up.
Senator TALMADOR. Thank you.
No further questions.
Senator WHILIAMS. Doctor, how does this work?
Suppose one of these prospective members buys this property and

pays you cash for the property. Are they sold for csh or is this
just an installment operation ?

Dr. WimomaND. Senator, I am not on the sales force but I don't
think it is permitted that he can buy this for cash.

Senator WILLIAMS. Then he must pay for his home on a monthly
installment basis?

Dr. WERELAND. Yes, sir; this is the way the service can be provided.
Senator WLLIAMS. When he gets his receipt for these monthly

installments is that broken down so much for a payment of the prop-
erty and so much for interest, and so forth ?

Dr. WERGELAND. Correct.
Senator WLLIAMS. Yes.
Dr. WEROELAND. These payments can be itemized to the resident,
Senator WILLIAMS. Ultimately he will own that property outright?
Dr. WEROELAND. Yes, sir, he acquires an equity which can be trans-

ferred by inheritance to whomever he wishes to give it.
Senator WmIwAms. After he has got this property, paid for should

he decide to sell, it to anybody below the age of 52 can he sell it ?
Dr. WERGELAND. No, sir; he has to be 52.
Senator WILLIAMS. Can he sell it to anybody he wishes who is 52

or over ?
Dr. WEROLAND. Yes, sir.
Senator WImLIAMs. is each purchaser automatically then in under

your health program ?
Dr. WEROGLAND. Yes, sir. If they meet the-re uirement of "the

sale they become members of our community and the mutual as we
call them.

Senator WMIIAMS. On this' itemized bill which the man receives,
each man that lists a certain amount paid fQr health and other bene-
fits, are these funds set aside, are they unded, or are they comminfiled
with all-of the funds ofthe foundation?.

Dr. WEmoIjrD.: I think our director of hospital, administration can
answer that-best. Thisis Robert Carithers, who is director of hospital
administration Leisure World Foundation.

Mr. CArmiwR. Senator Williams, in answer"tb,-y:.ourt4juestion, ac-
tually it doesn't work exactly this way that an ,itefized 'statement 'i
given each month. In effect, in this 1 monthly payment covering:all
the items which :Dr. Wergeland has mentioned[ thi Items, lfor example,
care of physical properties, the maintenance of community facilities,
the educational programs' the recre tonal -prokrams, the'nedlcal
programs are all specifically identified in a monthly payment Which
is esablished at the beginning of each fiscal y.ear.

Now, at the end of the fiscalyear 'depeziding on how the operation
has gone, the monthly paynient can be adjusted slightly. We- hkve
'been'very fortunate that it has not had to be raised 'or lowered mor6
than- a fration of a:percefitage Vointi but I think your questioti led
to the point that at the end of I monthlJt'ssay, you wondered waa'the
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resident billed for tho services On, an itolniziAtion and this deotoninied
his monthly payment.

That isn't the way it works.
Senator WIIMAMs. That wasn't my question at all. I was only re-

peating what the witness had saFid.
Alo. ?AmRTlEts, I 11111 sorry.Senator W~rnaA s. IHo-said that. they paid $180 each ionth, for

example, ald that this wns broken down so mitch representing the in-
terest on the property pur'ciases, so- much for the -prinoipa of the
proxorty, -o much for the recreational facilitie%, and so nmuch for ilie

medical attention.
nI u asking you is tint true or is it done differently. Ar you tollingine now tliatlis--
Mr. ,iUTvimis. No ; that is exactly right..
Senator- Wnit,[,r us. We- will go 1)ack to the point. Thon. you do

know how much is being paid by themo various mombos for medical
at tontion, do you not?

Mr. C(AnItrsuS. Oih yes; 1 am sorry. I misunderstood you.
Senator Wmrtmms. My question is is that funded or is that com-

mingled with all the othor funds together.
Mr. ,nir'rmitrs. It is funded.
Senator WUMAMs. It is a isparate fund?
Mr. CAI'ruTis. Yes, sir.
Their monthly payment, that part specifically identified for the

medical portion dcx%4 set. up a fund whioh covers, in effect., 80 pecmnt
of the cost, of operating the medical prograin.

Senator WITIAMS. I unoh.standtthat it, is soparato as far as he pays
for it. When you got the funds are they commingled with the other
fnids of the company or are those pyionts which you collect for
insurance, for instaice, set asido as a separate fund, earmarked specif-
ically to -be used for medical purposes, or are they commingled with all
of your funds where they can be use1 towa rd a payment. of the prin-
cipal, salaries, and all the other expenses?

fr. OAnRl'HIrms. No; it cannot ie used for other purposes.
In other words, each operation has a budget, a line budget, and each

one is audited at the end of the year and adjusted accordingly.
In other words, they could not use the medical portion of that

iuonthly. payment to pay for other services At ti end of the year,
let's suppmse that so much had been provided for the medioal pro.
gram, and only 90 percent of this amount had boon used. In adjusting
the budget for the following year that would be in the reserve of the
medical program budget going into the next. fiscal year, and it would
not be used for other purposes.

Senator WI, TIAt^s. Then it would be commingled at the end of the
year •

Mr. CAJITUFaw. No; it could then be used only to reduce the medical
portion of their monthly payment in tie following year,,

Senator WittATiTrs. I see.
Mr. CARITHEIRS. It would not be comminled.
Senator WULtAs. Now, you refer to tihe Rossmoor-Cortese Insti-

tute. -How is that financed.? Is that separate from the foundation?
Mr. CAUITHF. It is separate from the Leisure World Foundation.

This was established by Mr. Cortei:o with the University of Southern
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California. Mr. C(orteseis th0 pincipal owner of tie Rossrnoor Corp.
which is the building corporation, I inght point out.

As each manor unit; is completed aind sold lie contributes a certain
amount of money, which has been agriced upon with the University of
Southern Califnoria; to thoresearch-institute. .

Senator WLTA'TA1. -Does 1t havA ,ny 6ther sources of income ' ucih
as grnnts, Federal grants orotherwiset'

AM r. CAnYTIMs11. It does not at. this time. But'they certainly would
antioip)te making application for any worthwhile project which could
beof benefit to a study of the aged.

Senator WjTn,lAM8. But as yet. it has n0t?
Mr. CAurTEns. It has not.
Senator WILIAMS. IS this project itself, thA foundation and all of

this construction project, being financed by private means or is it. paRt
of a federally financed project? .

Mfr. OAITI'IERS. This is byrpivate means completely.
Senator WIrLIA^s. No Federal funds at all ?
Mr. CARITIIEiS. No; the mort.gage I might say, are insured under

FITA.
Senator ANnDrsox. This is no different from any other commercialventure Del Webb's Sunshine City or Ilorizon Cities. ..
Mr. dAITTm.s. We think it is quite different, Senator Anderson.
Senator Ainqnson. It is?
Mr. CARITHPISI' Because of the medical program and a number of

other unique feartures.
Senator ANDnunsoN. Couldn't D]el Webb provide it for his SunshineCities.
Mr. CAUmnaIT . This is a operatives nonprofit venture'for people

who do it themselves. We think had this program been operation
perhaps 15 years before this year, rather than just the 8 that it has,
perhaps it might have provided an adequate answer other tiaw Fed.
Oral legislation and health care

Senator ANDnFiow. Senator Curtis
Senator WLyWAts. The point- I was trying to geti if I may, was that

tills is a private enterprise project; it is not exactly a nonprofit proieqt.
although one phase of it may be nonprofit, and we now 'find that 't is
federally financed.

Mr. CARITHERs. Yes; the operation
Senator WITTJrAts. But let's face it-it is a supposedly plantiod

profitableoperation.,
Mr. CARrrHtRns. Well, I would certainly asmume the Rosamoor Corp;

would, in building the project, make a profit. But once the commu.
nity is turned over to the people and the Leisure World Foundation,
it is operated as a nonprofit corporation.

Dr. WnmERAND. The Leiiure World Foundation is the manage-
ment agney of the nonprofit torporation.

Senator WLIAMS.- I understand,
Do these payments stay at $180 or-.
Mr. CAnirritrns. The budget is developed by the Leisure WorldFoiindatlonea6h'year. , : .
Senator W7TLTA&I8, How long does it, take within thOse payments be.

fore the man owns his property ?
'Mr. OAiiTHVIs I think theyard set up on 20;yeailoans. I would

have to4 qualify this. I am not exactly certain. , ,
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Senator WittiAmS. But at the end of that period it would be paid
off

Mr. CAmTEns. Yes, sir. I should clarify for the record, Senator
Williams -. .

Senator WutAms. I just want to find out how it operates.
Mr. CAEiT ps. It is possible that a person can come in and pay cash

for his unit. I just wanted to clarify that.
Dr. W REamND. Under certain circumstances,

* Mr. CAninsits. He can come in and. pay cash. Then his monthly
payment would cover, instead of principal and interest on his mort-
sage, the taxes and costs of all the *other community services which
he cooperatively participates in.

Senator WiiMMs. Yes.
Now, how much of the monthly payment is represented by the hos-

pital association for medical care?
Mr. CARrrnmES. This varies from $11 per unit per month in one

community to a maximum of approximately $31. When we say per
unit per month,-remember this is for a man and wife. It happens to
be on a unit basis but it covers a man and a wife in the unit.

Senator WZuxMs. That is around $30 per month for medical andhosptalization. -0r. CAalirins. That is right.

Dr. WEROFr.AND. Two people in each unit.
Senator ANDmsoN. $6 a month would be a bargain, $3 a month

would be an even greater bargain. .
Dr. WERELAND. Yes, overlooking the deductibles, of course.
Senator WMAAMS. Assuming this bill passes, it would be absorbing

a part of the costs whichare now being borne by the fund.
Would your costs be reduced proportionately I
Mr. jA*r 1 Z8. We would certainly anticipate this would be our

way; of adjusting to the program. It would make it easier for 'our
residents in their monthly payments. It would be reduced.

Senator W=TAMS. If that were not true, it, would mean that they
would be paying a part of, the cost and therefore paying double.

Mr. (Amuzms. Oh, yes; which would ibe-well, they wouldn't do'it.
Senator ANDERSoN. Thankyou very much.
Dr. WzoELArw. You are welcome, sir.
Thank you very much.

, SenitorANmDNMoN. Is Senator Coopr here.
Senator, do you desire to present one of the witnesses who is going to

appear here thigh morning V
Dr. Masie, we are going to break the lineup a little bit.
We will --ask Senator Cooper tO presbnt you, if you don'tmind.
Senator Coopm. Thank you, Mr.10hairman.
T. appreciate very rtuch "*our permitting Dr. Massie to testify i I

will say Dr. Massie is a very able and distinguished' physician of
Kentucky, and for a number of yua hehas been chairman of the
Rehabilitation Committee of the Kentudky Medical Association.

STATEMENT OP DR. W. K. MAMIE, 0HAIRMAN, 'EHTUCKY
.MDICA R AOA STATION O MM0ITTEE

Dr. MAssm. Mr' Chairman, and members of the committee, I am
Dr. W. K. Massie, an orthopedic surgeon from Lexington, Ky:, and
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and am appearing here today in my capacity as chairmaii of the
Kentucky Iedica Rehabilitation Committee, L would Iik0 COn-
fine my remarks, however, to section 303, title, apage 176 (disability
insurmnc eneit)

As, sp habiitation committee we have been .on rzii with al
actos.which enhance or retard the return of a dis ed worker toa
gainful occupation. Rehabilitation which does it trmirnate in re-
employment; futile and al1 funds thus expended wasted.
IWe must, therefore, scrutinize carefully an 'rop d legislation

which might have the effect of nig.ting such rob a i tton.
To date, social security is available only to permnanilty, totally

disabled workers. Under section 303, H.R. 6675, such payments could
be made to workers temporarily or permanently totally disabled for
6, consecutive months. The objective of the setion appears -tobe
the provision of speedier benefits for the, temporarily or permanentlydisabled worker, whether or not covered by workmen's #Iompensato I
benefits. This. admittedly increases . tremejiously tle expenditure
from the disability trust fund, but witll this we are not concerned.
The effect which these regular payments-often simultaneously with
workmen's compensation payments-have on th incentive. of a worker
to cooperate fully with a provided rehabilitatio' &0 i is certainly
a negative one.

Should it serve to convert even a,,$m.l prentage of temporarily
disabled workers into permanently disabledones by stimulaing their
resistance to rehabilitation its deleterious effects, itsems, would out-
weight its advantages. Rehabilitation is as often influeiwed by soeio,
economic factors as physical ones. Just as no physical fitnespro-
gram can alter the condlitioning of the populace without individual
participation of its members, elaborate outlays for rehabiliation will
not increase the work tolerance of a single apathetic worker.

The effect of section 803 would be most devastating in just those
low income, frequently single industry-' areas. Such area8 provide
little choice to thepatient but to return to his ori nal occpation. ,To
return a heavy laborer with a tenaporaily disabling baelahe to his
job requires the active cooperation of the workers and often the
employers.

RehakilitatiOn rarely restores the' work toleirdice Io, the preinj ury
level. Usually the worker must return to work on a t mPorarilypa,
ti al disability basis which is rapidly converted to uifrstietedactivity
by participation in a familiar labor., ,  .

If the work is scarce and the workers many S there much pressu it
on an employer to rehiMr a temporarily disabled Worker when he knows
the Worker is well Cared for under a program other than 4vorkinan's
completion I

Social security disability benefits, unlike, many welfate programs,
are administered on an, all-or-one k.s-either the wrker is totally
disabled or the is not covered. -Thishas a paralyzing effect, on ;re-
habilltation cooperttion since the worker will not return t6 !work on P
tempom rypartl disabMility status.

nally, thb full force of discour ent is bru eight' to bear on the
worked, withe best prognoels for f recovery; Ulike the work dis-
abled by. psych oneurosis or cardiovascular disase, t.4 worker Injured
on the ]ob and covered by workmen's compensation is more likely to
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be restored t fUll qiapity or left witi a pino pit a-a nt impair-
ment compatible Wi lh his 'original work. liowe ver, encouk'aged by
duado me_" .satbix h 'm y be recalcitiintt all rehabilitation effort&

If the objective, then, is to return a worker to active Wolk Stattq'in
the t st t sibletime, redoniziog;this 'to be-ti ohti idiD mntalariel hyiydali thi~rapy thenlwe wobld r~qiest that'th0 committeee give
.srib1 ittetion ito1 ectiOn 803, 'We believe it shouldb6-delete in
its entirety, sinc is deletorioUS effects Seem to 0utWeigh it-s adVitakoges.
If it shouldonl bp, modified; certainly'we would hope thatit willbe
amended to rOieud tho psyment'of dualeompensation.:Weappreciate the opportunity to express our views beforelthis

"6S6nator AzbEmsO. .Thank youDr. Massie.
This is a sbetion which ha's been , vrcarefully discussed as we have

gonb along.' I thlink 'the majority of the ' witnesses have all agreed
With you on this section' and, I, will sqy t6 you also that the House in
pitting it in also provided for a- review which is to be finished by
Detuber 31, 1900, It i possible that it is going to be rapidly speeded
ti, and there are members our committee who itir in favoi of drop-ping these ton entirely hs'you suggest.

;; iwant to bring yod tlhat slight ray of hope. "
Dr. MASST. .Thank you, sir.
Senator ATnrmsom. -Sna:to Taua "ge?
Senator Curtis ?
Sontor Cuimns. Doetori the rehabilitating pt)ess, which you l)opose here is relly best for the injured or ill worker- isn't it.?
Dr. gMA8snI. Sir, we feel that, the best possible thing for a worker is

io; Work. He is more, satisied and, he is- happier, but lie does :not
understand this.'
Senator CyM11s. But-after ie gets over the hump and is rehabli.

itatidlf
''Dr.Mss,. It is best forhim.
2Sentor-Cnnmns. What has been your observation as to that work,

and his- faniily and the family relationship that it, has been -a good
thingU
Dr. Mssm. Yes, sir,
Senator Comns. Much better than to be shelved and be comfiplensated

fora disability thanhe an overcome
Dr.MAssr, I think this is unquestionable. 'That is right. i ,
Senator CuRnns, How successful is this business 6f rehabilitation?

Area, lotof People fhabilitated . .
Dr.' MXssm. -Well, sir, tins i what brought on my concern inthis sea.

tion of this bill. Inour State currently if is interpreted thft'a man
totally unable to return to his original occupation is tOtally and per.
manently. disabled,, and since this .interpretation of our workmen's
omensation'has been- effect which has been not niore than years,

our ability to get thesa workers back to work hasbeen so tremendously
curtailed that itihas seemed almost a hopeless problem to rehhbilitte
them. "
",'Prior to6 this, when' they would go' bapck.on alimi partialftldy
stitisf to-soine diffo6rent.job,, they w0r,'willhig to return to worki'and tt
Is thisivhkh was kimost important fat0or.',
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Senator Cunris. I-won't take a lot of time 'hoeo In other ,words,
your opinion is 'that 'rehabilitationi, if ,properlv handled, and the in*
,centives are all -d irected toward rehabilitation tihat -it is 4 very success-
fuip rocesand helpsa lotof p6peI;'-

Dr. MA8siE;f Yes, sii; if they hve the inenleyssi.
Senator Cuwrxis. That is all
Senator AN'DFISON.; Thank you iiery mubh'~tor
IDr. Grad.V V; Lake.'
Senator tALkAD(JEH., Mr. COhairmnti, it is a 'aet. privilege 'and pes

oure to me to wvelcomne to our conmmitt#A'my offrend'and constituent,
Dr. GradyNV. Lakce, of Atlanta, On.

:STATEMENT -OF DR. GRADY V. LAX)% MEMBBfl, BOARD OP CONTROL,
INTk~k~tATIOtAL OHIROPRAOTORS ASSOOIATION ACCOMPANIEDD
BY JOSEP11 P. ADAMS,.WiSHGTON, D.O., COUNSEL

Dr. LAKE. Thank you Senator Talmr dge.
-Sentftor AND1~mog. 6 tire -very ,glad to have 'oil he~ 'and Aprp-

Dr. LAKEn.'Thank y6u, sit."
Senator Anderson,, Mr. Chairman and distinguished m~inb43rs of 01e

Finance Commnittee, 1: am Dr.- Grady,, V. Lake, of Atlanta,- Ga,,' and I
a11m a practicing chiropractor, and I havve practiced my, professional iii
Atlanta 16r almost 20 ,yOurs and appear h~re'today >oh half'of the
International Chiropractors As~ociatioln ,pNonpilo'ft ,pr6tessionlaI a's-
sociation of 1;1ouitnd8, - ft'~atig'ch "Ir ~r~ht h
United States,' witli headquarters in, Davenport.,. Iowa, WI rt 'Bdy
Street. 'Ac W-m pahiehr6 today is bur WnshiiigtoWijPO Illu-
sel, Brig.lGen. Joeh ".Adamsfinah

74First4 ivh1h Wexpres tjho tprciaftion to omf6;4anftt0,ed rkig
time available to call attention to the significant- facf~th'tHR(3
in its'p-resent, form does not fully, permit the eligible inldividuals who

We "i"h Mtob' frg'e that' th' 66 '16 ivho are' to' be thle hciefIti rie of
t6hisN . '. -,c~s 14lislatlinsliduld hove t~~f~ mto W4oeted~tra~~a

aw dhofhiealth'servi~of thir 'coc'thttoewho .-Fre chlro-

me its f n ytmo ~ali~rsi aithI~ yt~ ~hai

N~or are' 'ka concern with. qea ee~gio of iropracitio-+that
inttr s orth6*several 'Sltes to6644y" aic 47' of thnbl v
fru~te 1 leilsj :~ toi th6 chhio~actld Pdfes§ l,'te~on ag

-c itonitod it ufty h t les E Wo~ uw

tion -prior to entry.in to chiropractic college,, .iad 4wiitvi oi k or6
tl xcp ihe ffiu:4 ob64hi 4 -I;rs!46n& -oe f

eiocfti6f Weore r ina g appl, '"tio ito f$~ -q;boad fhi o&

of _pr~profeslonal. college. education, in adi j ~t I~i choltn
fb' 4 yearirs' o uli r~to'atqn. "g~iq6yvlr, iat 6niof'

theStte,,quire the prosete 9'1 '~p U~- t t metaI
the Stae re,~~r~in T - t'Vei 6W'fl

in ' -o p ct v m e m er 6of ut- 0akt 0
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Most workmen's compensation laws recognize the. chiropractor's
services, and several hundred insurance companies recognize such
services in their policies, or by administrative action. Moreover, many
doctors of chiropractic obtained their chiropractic education as a direct
result and benefit of participating under the "1G bill of rights" educa-
tion opportunities.

Additionally, the Kerr-Mills bill recognized all members of- the li-
censed healing arts, and this is recognized in the present legislation in
section 1905 (6) and. (14), page 148. Members of the chiropractic
profession number about 20,000, and care for upward of 3 million
patients per year. These patients are from all walks of life and most
participate in some form or forms of health insurance.

fAgain, we world call to your attention that section 1802 of the
rent bill at page 9 guarantees the patient's freedom of choice of

health services, It is respectfully submitted that this freedom is not
complete or available in fact unless the patient has the choice of the
services of all or any of the healing arts.

With this in mind therefore, we respectfully submit for your favor-
able consideration the following revised language to be inserted on
page 82 of H.R. 6675, section 1861 (r) under definition of a
"physician":

The term "physician," when used In connection with the performance of any
function or action, means an individual licensed to practice any of the healing
arts within the scope of his practice, as defined by the State In which he per-
forms such function or action.

We submit this language be inserted in place of the present language
of H.R. 66T5.

Specifically, it is most important at this point in the testimony
to relate that a vice president of the Metropolitan Life Insurance Co.
during the week of May 3, 1965, advised the International Chiroprac-
tors Association that--
although Metropolitan has consistently been honoring the claims of chiropractors,
they would find themselves in the very embarrassing position of not being able
to reimburse for chiropractic care if they were to become one of the insurance
carrier "administrators" of the Medicare plan if it is passed in its present
form because "the definition of a "Physician" does not include chiropractic.

This objective statement from a potential insurance carrier partici-
pant is the best example that cold be offered this committee to indi-
cate the dire results facing'the dhiropractic profession from the pres-ent discrmint0ry language contained in the definition -of physician.
It is assu.iec that the'existln' discrimination is inadvertent and arises
Irof A failure to understand the legislative language needs of chiro-

rakdil to accomplish inclusion under medicare and that such dis-
criminatory language will be eliminated by the adoption of amend-
ments proposed here.

Also, to insure fair and ailequate recognitin of all healing arts Un-
der this legislation we respectfuly sggt foryour crnsidertin t, he
following additional wording to be added to section 1868(a), page 99,
atline 14 and atlioe 18,.
1 At line 14 f01lowing'the word "medicine' we suggest the additional
wordipng"and the otherhealing arts"

F'urthierat line 18 following the endi of the word "physicians,"
which begfn rn line 17, we suggest iddi ionol wording, "as defined in
section 1861(r)."
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We feel that these suggested 'amendments to the present proposal
will bring the bill into line with tile intent of section 1802 of the Iegis-
lation, "free choice by patient guaranteed," and will afford the Nation
an example of general legislation in the health care field which will not
be subject to the charge of special interest legislation.

Further, it will provide all who will come under the benefits of this
legislation with the right to fully participate in its benefits, an objec-
tive shared by all who support the legislation.

We thank you very much for your interest and kind consideration
and understanding of our position.

Senator AN~zPSON. Senator Talmadge?
Senator TALMADOz. Dr. Lake, as I understand your testimony while

the bill seeks to grant freedom of choice to any patient for any doctor,
it does not spell out in detail in the bill that when you refer to a doctor
you mea any medical doctor or healing science or art that has been
recognized by State law and licensed as such to do business within that
State.

Dr. LAKE. Yes, sir. It does omit this fact. I don't think it was
intentional in the drafting of the bill but it does omit it, and it defines
"physician" as a practitioner of medicine, therefore, leaving out the
other forms of healing which a large segment of the population, of
course, as you know, use from time to time.

Senator TLMAIX. You think in keeping with the patient's desire
to have freedom of choice to select his own doctor, he should have the
right to select whoever has been licensed within the State to practice iii
that art or profession I &

Dr. LAKe. Yes, sir; we feel definitely that this freedom should be
granted to our people that would be covered by this legislation.

Senator TALMADE. I have no further questions.
Senator ANDFnsow. Senator Curtist
Senator Ouiws. Your first amendment is one that would permit a

beneficiary to avail himself of the services of a chiropractor; isn't
that right ?

Dr. LTKE. That is correct sir.
Senator CUwRs. What you propose in the second instance relates to

membership on the National Medical Review Committee.
Dr. LAKE. Our attorney could answer that possibly better than I

could. Attorne Adams, if you will.
Mr. ADAMS. t was my impression, Senator, that the minor recom-

mendations for amendment of the statement were neemary, assuming
that the principal amendment was granted, to the description of the
word "physician" and in other words, there are two minor recom-
mendations being made here, that the words "and the other healing
arts" should follow, after the word "medicine."

Senator CUnns. But section 1868 relates to the National Medical
Review Committee. It begins by saying;

There i hereby created a National Medical Review ' Committee (herelnafter
in this wetion referred to as the committeee) which shall consist of nine per-
sons not otherwlse in; the employ of the United States appointed by the Secte.
tary without regard to the civil service laws. The Secretary shall from time
to time appoint one of the members to serve as chairman. The members shall
be selected from among individuals who are representative of organIPAtioh and
associatiks of professional ,personnel in the field" of ijiediclne and other, indt.
viduals Who, are outstanding In the field of medicine or ihi related, fields.
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And after the word "medicine" '

Mr. ADAMS. Yes, sir.
Senator CunnlS. Then it is true that your amendfients on page 4

relate to the qualifloations of members for the National Medical Re.
view Committee ?

'Mr, ADAms. Yes, sir; Senator Curtis.
Senator, Cu'xs. -And your first amendment relates to the right- of

a beneficiary without question to choose a chiropractor?
Mr ADAMS. Yes sir..
Senator Cunwls. That is all.
Mr. ADAMS. And more sighifitantly, as we pointed out, Senator, that

these insurance companies, especially the one that is- mentioned, have
formally advised the association, the International Chiropractors Ai,
sociationi that should they become one -of the carriers in the plan they
would not be able to reimburse for. chiropractio services under the
present language of the billdescribing a physician.'

Senator Cunrs. That relates to your first amendment.
Mr. -ADAMS. Yeg, sir.
SenatorAND3nSON. Thank you very mitch, Dr. Lake.
We appreciate your coming here.
Dr. LAKE. Thank you, sir.
Senator ANDERSON. Dr. Conforti.

STATEMENT OF DR. JAMES A. CONFORTI, PRESIDENT, AMERICAN
PODIATRY ASSOCIATION; ACCOMPANIED BY DR. SEWARD P.
NYMAN, EXECUTIVE DIRECTOR, AMERICAN PODIATRY ASSOCI.
ATION

Dr. CONFOrr. Mr. Chairman and. members of the committee, 1,am
James A. Conforti, president of the Amei can Poditry Associton,
a doctor of podiatry in private practice in Bedford, Obio, and head of
the podiatry'department at the- Hawtornden StateHospital.

I have with me Dr. Seward. P. Nyman, executive director of thd
American Podiatry Association.

The American Podiatry. Association is i voluntary nonprofit orga-
nization established in 1912 and composed of :52 component societies,
I in each State, the District of C01umibii and Puerto Rico.

Since 1958, the American Podiatry Association in statements, t
the Congress has consistently favored a program to provide health
care for older-people. In our statement last year, we pointed ot that
an effective, program should include provisi~ins for doctors' services as
well as protection to cover the c'sts oflhospitalization.

This position was reaffirmed on, January 24 -of this year in a 'state,
ment made by our boardof trustees and we are pleased to notethat the
revised bill psed by the House c'ontai,5thesd provisions.

This statement also urges that the Nongress should pi vide older
people the needservic of podiatrists for covered benefits. While
several Of the measures introduced in the House did make provisions
for this care, 'we regret that the revised bill did not, retain this

The'11r0 t eam Of health personnel aid -facilities ever considered
W1146 necesary to providethe services fo' this program. To assist
with this, effort, the Nation's podittrisos a'e ready to do their part.
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A survey in 1964 of the over 8,000 podiatrists in the United States
indicates that -73 percent have institutional affiliations, such as hospi-
tals, clinics, nursing homes and homes for the aged.

Approximately 40,percent of the patients treated by poditists are
over 64 and these older people have three times the incidence of fbot
problems as the genera! population.

In Philadelphia,. the .Publi .Healtl-Service-suppQrted odiait.A
health educational, screening, and treatment program pprpatey
called, "keep them w walking " has. attracted over 1j600 older persons.
An average of more than, 12 f conditions per geria trick 1pate' has
l)eoae revealed and many previously unrecognized chronic disease hie
been diagnosed. .. e

The Department of Public Health of 'the Distrcidc6f dolumt l& a in pro-
viding the services of podiatrists- as' part of its medical assistance tor
the aged plan, commented: "Foot problems and the resulting diffi-
culty in walking are widely prevalent among the' aged. Such ,dis
ability contributes to accidents and has a ' deleterious effect uP n their
physical and mental health. Only a minimum of4podiatry care is avail-
able to the medically indigent I the Dstrt of Co ubia. The De-
pfriment of Public Health, Will establish several' peeiahized clinics to
examine and treat foot cHndiiifi 6f the eligible 'ag&L . * * Home
iodiatry services for, treatment of serious -foot conditions which are
common to these informed and ill-aged persons will be expanded."

Mr. Ciah-man; these he'a'ihg' offei' uin opportunity to review our ex-
perience with tWo other important health care programs.

Reference is made to the Federal employees health benefit' plans
and the medical assistant the aged programs. ho leg slatioA in
both ca,'es did not specifically inch;de or- exclude the se ,ices of podia-
trists. This decision was. lWft to administrative agencies.

In the case of the health care program for active and retired Federal,
workers, the service benefit plan administered by Blue Cross and Blue
Shield define "physician" as a doctor of medicine, doctor of osteopathy,
doctor.of dental-surgery,.and doctor ofpodiatry. Thoindenity bene-
fit plan also defines "doctor" in a similar manner. Other-healthplan!R.
foretired people also include the services of-podiatrists for theirsdb-
scribors.,~

In this regardanofficial f, a large insurance company contacted uk
with his concern-for, what-appars to be a diffloult if riot impossible ad-
ministrative problem. He cited the example'ofacouple, bob of' whomis over 05 and both are presently' subscribers to a' health . "p :Whn
one, of them patipates, in theproposed m th. istmtors
are fa ed' with the di!?qmm% t .o tling one memb ftlie. family, th..podiatry, services. are no longer covered while at th same tinie con1
tinuing to recognize such services' for the'Other memb~r' of the, fdhfily.

In the case of the. medical assistance for the aged oi- Kerr-Mills pi'o
grand, i~pkementation was eft f9grinterpretation by ,tle Ste , Thn

,, . . ... ". .... .. 1 n- ,. ,,, ,• • - . . . . , ,Y . • . , ,

only 16 S tates~an~tt.bi0,th*, of O llb do such p plans provide for,
the services of poliaiirs, to, older ,pople whQ are eligible for helth
care benefits.' It is obir observation iat assuring Such , ersons Of the
services of podiatrists should not be.considered. a detid tO be resolved
atftrea ctment'of "tli stute. '.'We htve this' c6ncer',16 these Older
people flowing our study of theprovipions of H.R, '6I T.
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PreSently, the deftitioh of "physician" referred to in'R1.R. 6675 in-
eludes only the medical doctor and osteopath. Since podiatrists are
licensed m every. State totreat -the foot by'modical and surgical means
it is" 6ur recmniinendation that, consideration be given'to attached
amendments to H.R, 6675 (exhibit 1) so that older people may be as-
sured of the services of podiatrists as part of this'most importot pro-
gram and that! they may continue to havethe freedom to select the doc-
tor of their choice.

Mr ChairmanI appreciate the oppbrtUiity to appear before your
committee to express podiatry's concern for health cret of the aged
and' td-present its Views and re ommendations on the program under
consideration. 'I will be pleased to answer any questions at this time.

(The exhibit referred to follows:)

EXHDUT 1

Page 128, after line 19, insert following new section:

"DEFNmON O* 'PIYBWION' ANT 'HOSPITALIZATION'

"18in 108. Section 1101(a) (7) of the Social Security Act l1 amended by strik-
ing out loste~pathlc 'practitioners or the services of osteopathic practitioners
and hospitals' and' inserting ih lieu thereof 'osteopathic practitioners and podia-
trist, or the services of osteopathic practitioners and podiatrists and osteo-
pathic and podiatrlc hospitals,'."

Redesignate the succeeding section and amend the table of sections accord.
ingly.
Oonfom ng amendments

Page 64, after "osteopathic" In line 19 Insert "or podiatric" and after "Associa.
tion" In line 21 Insert "or the American Podiatry Association Council on Educa-
tion, as the case may be."

Page 92, line 8, after "Association ' insert ", the American Podiatry Amso-
clation,". ..

Senator AwDm)soN. Thank you very much.'Senator Ourtis?
Senator Cmu s. It is your opinion that what you Want done is to

change the definition of a physician? I - - .. .
- Dr. C6kni&O. Yes' sir. We would like to have it conform with

prior definitions of "physician" where it includes doctor of medicine,
doctor of osteopathy, doctor of dental'surgery, and doctor of-podiatry.

We like to: feel: that, the definition should' be uniform throughout
the Federal Government.

Senator Cuivri. I believe the definitionis:-
Th ter ~'nh slcani", when Used in Connection with the- perormance of

any function or atilon;,means an Individual leally authorized to practice iedi.
clne and surgery by the State In which he performs such function or action (in-4
e1dlng a phyulean within the meaning of ae. 1101(a)(7)),

And that saythe term-
Physician,"nieal' %are, and qstta d tloi" Inc' ne otopaty praqtloners,

or the services of oeteopathic practitiones as defined by St$t law.'
Are n'ot the ienibersof you'profesin legallya 1 torized to prac"

tke medicine ahd lgi6t. th,, z,. to r i neioie
Dr. C6Nror.' Yes; they, are IWk nd~

Nracte medicine ahd _sge9ry bur serW~es will not beinicluded Our
degrees are not tha-t of the M.D. Ju as Min dentistry, the degree is
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doctory of dental surgery, we have doctor of podiatry or doctor of
surgical podiatry. It is not spelled out clearly enough.

Senator Gunris. Well now, do holders of the degree of doctor of
medicine treat the feet?

Dr. CoNwF.rn. Many of them do., I doubt if many psychiatrists or
other people in many specialties within the medical'field pay much
attention. Their license, of course, qualifies them to treat any part of
the body with or without qualification in one of the specialties.

Senator CuTris. What does your license provide?
Dr. ComOmr. I beg your pardon sir ?
Senator CURTis. What does your license provide? I
Dr. ComFown. May I read a typical deition to you?
Senator Cuwrs. Yes, please.
Dr. CoNForT. In the District of Columbia:
The surgical, medical or mechanical treatment -of any ailment of the human

foot except the amputation of the foot or any of the toes and also except the use
of an anesthetic other than a local one.

This is one of the definitions.
Senator CUrIs. You are quite sure that without an amendment you

are *outside this bill ?
Dr. CoNiorn. Yes, sir. .
We feel that the aged citizens of our Nation could, by the enactment

of this legisaltion, as it now reads be deprived of an important part of
their total health care through the elimination of podiatry services.

Senator Cunts. What is your situation with respect to private in-
surance? Do insurance companies employ you?

Dr. ComoRm. Yes. We are recognized by most insurance firms,
and Dr. Nyman, do you have the number of States that cover podia-
trists under Blue Cross, Blue Shield or lust Blue Shield, let us say?
There are 19 States in which Blue'Shield does pay for podiatric serv-
ices that are covered in their schedule of payments.

Senator CuRTs. Are they included in Kerr-Mills?
Dr. Compoum In 16 Statesthey are included in Kerr-Mills.
Senator CuTnIS. I mean so far as the Federal act is concerned.
Dr. CoNFoiR. Not by name; no.
Senator CuRns. But it is permitted?
Dr. CoNFoMa. This is left up to the administration in the State

that utilizes the Kerr-Mills legislation.
Senator CuRTis. I am not suggesting language, I am just asking a

question. If it was left to indivduals licensed in the several States
to deal With health that would put you in in how many States?

Dr. CONFORTm Well, I think this would be a very difficult question
to answer precisely.

Senator Otris. Are there any States in which you are not licensed
to do business ?

Dr.CONFORTI No; all States, the District of Columbia, Puerto Rico,
the- 50 States all have licensuro laws for podiatrists.

Senator Cunns. Yes.
In general wh.t do they require so far as education preparation is

concerned?
Dr. CoxFoRr. Following high school graduation the prerequisite for

entrance into any podiatry college today is 2 years of approved pre-
medical college and4 years of podiatiy college. There are some States

47-14o-65--pt. 2-15
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that als1 require al-year internship Maddition to the'4-yar program
leading to the degree of docor of podiatry, soIt isatotal of.6to V

Senator CuRis., At the present time none of them require less than
2 BAer ofpreprofessionalF training on the college level and 4 years

Dr. Go*ro f. There may be'some State laws which are not clear o
that or that may -only.reqmire 1 year of college butyou must have 2
years of college to qualify;fr entane mtapoliatry college..

Senator Curi. 7see. How long have thec0lleges.required that?
Dr. CoNFOxir' Well, theefirst colleges that set up a.6-year program, I

believe, start h1989 " am I' orrectS tir. .Nymai,' and the last ,ones
required in 1964. atiehae hYbnicldg4

Senator Cunm . For:how long a time'have they been inclding
years professional trainig?,

Tq CXom' orr. I think fok a minimum of 20 years.,
Senator Come. That is all."
Senator A msoN. Thank you very. much. We will m(t again to-

morrow morning atlO o'olock':
Dr. CoNFoRMT. Thank you verymuch for0 e opportuny , to b eard.
(Whereupon, 9t 1:15 p.m, the committee recessed.t rec.onvene

~at10.., Thursday," May18, 1965.) .
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pitals. and the bill under discussion today refers to .a large extent to
hospital care, that tlree-quarters of the drugs now available in hos.
pitals were not available for hospital use, or any use even 10 years
ago.

Our interest in this bill has been of long standing. We did present
a statement before the Hliuse, but as you know, there weren't any ])ear-
ings so this appearance presefits, the fist. opportunity for the Pharma.
ceutical Manutfacturers Association to discuss publicly our views on
these two provisions.

One deals in general with the avaflability ot drugs for people who
would be embraced under the so-called medicare bill. The other has to-
do with ,what might be called reasonablB costs.

e~ti~n 1861(t): defines drugs and biologicals in a way that limits.
the drg that can be available to those listed in the cited compendiums'
or, to h euse of hospital formulhry comniitee, Uno.0ufia;ely, We
believ6ther. wash't~a ,proper uideirtandigof how lmitig tis lan-
guage mightba1d s"~ve would lik6eto direct your atte. ti6n arnd the
members of.your comtiiitt6e l some asects osf thiilimithtion Which
we think should notbeigniored."

Dr, Klumpp ad l :0i or ny eaq,-hove been associated with the
workings of zhe United States P'irnacopeia. We are also familiar
Wi.h -theactvities of another body whqh made. available a listing of

d~ug,.known. aNe.adrnfici Riieie, which isoiow't6be
pApefid~'by fanthio pub1icAtion'6 kiwn as Ne6w Digs. T SO we

speak with some kfi6-"edgBe 6f the sl hb*ness which sometimes occurs
whn, drug. are admitted to a compendium or are adopted by a com-'
imit ee. Committees of medicine wbrk slowly, and -4e are concerned

So, on several of the pa es of our prepared statement, there is refer-
ence to th nited States Pharmacop ea, the speed with which itmeves,

how it fun..ion' There i9salso referencto he National Formulary,
which is another Of the coMpenldums which is mentioned in the legis-

The, sain' is true for New3 Druigs, one of the-other 'compehdiums that

i~intioned arid Acepted D~ntaIRemnedies;
Now I wild like'to direct ydr 'attention, Mr. Chairman, to snihe

findings that have been obtained by ;the PharmaceuticaI Manufacturers
Association and made for the association. .
-As I have indicated very, briefly so far, there is often- considerable

delay 6neerning the inolusion- ofthe' nower remedies in the compen-
diums cited- because of the need for committee action*..

Whatthis 'could mean is indicated, in the statement which we are
a,,ap dihg a; exhibit 1. Although the statement speaks for itself,
there are a couple of examples t6 which I could direct yoitr attention.
One concernscortisofne because this avery important dru in the older
age group. This pr~dudt was available for about 2 yearsbefore it was
included In New and.NonOfflcial Drugs soon to be known as New
Ithigs. The gme situation existed for chlorathiazide, which is ex-

mel' i'Mortant in'the contiolof certain kinds of heart disease,
These de&ays 'in the availability of importwit now drugs, we feel

would be most ,regrttable as far as patient car is concerned.
Another indC&tion 0flthe ptictical limitations of relying g. on. com-

pendiutn is' provided ila studythat has JUst'been, complete for us,
and made available only a few days ago.

750



SOCiAL ECU iitY 7

If I may have your permission',Mr. Chairnian, I would ikd to'intro;-
duce this iport into th6 record.. I will give a copy to the individuals
in charge Of th tiript. ' .

The'CHAIRBMAN. With6ut objection, it will bw included in the record:
Dr. S . V is' a study that indicates, that of the 200 most. pre-

scribed medications in 1064, 91 are not listed in the compendiums re-
fdrred to in the legislation nbw und6r considemtion. This would mean
there that the elderly, uAdir the medicare bil flas now proposed, Would
run a chance of being limited to only about 55 percent of the 200 most
frequently used drugs today.

Now, I, might justpaus6 long: enough to emphasive how important
these drugs are. They include lifesaving antibiotics, excellent pain
relievers, and drugs.used for depression, heartdisease, circulatorydi,
orders, a can ceA. All of these drugs are of grfat concern tW those ofus in 6 -medical professon and drug manufacturers for treating the
older age group.

Now, on6 thing that perhaps mayisometimes be'overlooked is thatthesedim'gs that;1wouldu nt be included under this lii iati&n ar6i one.
that have been screened and approved by the .od and Di.g Ad-'
ministrti6n', j I uPe the , od "approved" now in vw. of the rct
amendmeiits th theFederal law, and I think it'isu pdnin
text in this testimony. proper con-

These p'rbduot, and iany more, are'on the market in conformance
with Va rious Federal laws that have been designed and have been
amended recently.tooversee thesoundness of theation's _drug supply
and particularly the safety andthe efficacy of the drugs that-are now
usedby the medical professibnand others.

There is another luimtation in section 1861(t) that is concerned with
the control that could be exerted by drug committees of -hospitals and
nursing homes.

In my statement there is mention of a special report sponsored by
the, Public Health Service and conducted by the Ainerican, Sciety
of Hospital Pharmacists which shows that many hospitals do not have
these screening committee_. Of the 7,000-odd hospitals' that are avail-
ablein * the Nation todaythere are not more than 1,085 that have active'
pharmacy and therapeutic committees.

Thusthe survey indicates that in 85 percent of-the hospitals there are.
no committees that could take advantage of whatever leeway the bill
might provide now in the selection of drugs.

.iAd, of course, in nursing homes there are even fewer of .these com-

One other aspect, towhich we would ,like to direct attention has to
do with drugs in combination. In the statement there is an example of
what wouldhappen if a hospital were to use two drugs whih we shallcall A and Bin combination and what would' happen; if they were
prescribed separately.

If they were put in a single capsule the patient would-have to pay
under the present wording.

Now, the importance of this point.we believe, is clearly illustrated
by the fact that of the 50 m6st prescribed drugs last year there are'14
that are combination products, in other words, pfdi6dcts which would
not be available under thi bill. WhyI Well, the ingredients are
not available except in bulk form so that the hospital-would have to
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compound, make these things, and this would add considerable to the
effort and to the cost. An example of the cost factor is mentioned in
the statement if one of the combinations were to be prescribed in spa-
rate doses rather than in a single capsule. It, would add more than
500 perc nt to the cost of the medication, if prescribed separately, as I
have mentioned.

For the reasons cited we believe this language to which we have been
directing attention in section 1861 (t) is unduly restrictive. We think
its effect would operate to the disadvanta ofpreseribing physicians,
patients and the Government which would-fot t-he bill.

Thus we hope the committee will revise this section so'that the elderly'.
can obtain the same treatment under the bill that other hospital and
nuing home patients enjoy, and which all equally deserve.

,;We have just a couple of proposals whereby this could be effectedrecognizing that there are other ways of coretg the situation. We
would like to suggest wording as noted in the statement as examples.

The first in effect says that if thedrug is ordered or prescribed by
attending physicians on the medical staffs of hospitals or nursing homes
it'should be included., On

•The other would, ineftect, s y if something that was made available
in interstate commerce under theprovision o the Federal Food, Drug,
and Cosmetic Act it should beeliglible..

-Wo.midicate thq, second point t which we 0woid 1 to direct the
attention Of tho Members of the committee, Mr. Chairman. Ths, pint
has to do with'the definition ofreasonable cos, Section 1814(b) and
1861_(b), section 1,'which deal with reimbursable costs, o~tfain Some
wording to which 4 would direatyour attention., This woring' reds:

Wh' &moUnt Atd, to' any iovilde of services with respect to services for which
paymetit may be made Under thi part shall be the- reasonable cOst of such
services, as determined under-

,,The section referred to outlines the.authority of the Secretary .of
HEW to pr6mulgate regulations specifying met hods to determine the
reasonable .cost of services. This fthgUage as we interpret it i tall
enoM6 passing in the authority that it"gives to the Secretary,

It is our fmressin, an impression gained from things that he
happened in countries elsewhere in-'the, world, -that such, authority
might lead to exclusion from this program of drugs on,the basisiof
costs alone irrespective of theirmedical valie. ,

I might say we are quite aware' of the concernof the House Con-
mittee on Ways and Means when it considered the perplexity of deter-
mining costs and we know what your problem might be. However,
we wokild direct your attenti6t to the pr6ble'm's that would arise if this
authority were to be Abused. ,

'We think that this provision, could: r;ult in a very complex and
expensive system for Government, and at the same time make it diffi-
cult for attending physicians to select the drugs that their experience
and traininand judgment suggest. I am sure, this is not the intent
of those who aie sponsoring thebill.

I t would suspect they didn't have in mind seting up two classes of
citizens, those 65 and over ahd'those under, or those in medicare and
those oUtsi&d of medicare.-We believe that' the oily lreasnable cost is' the on' that is deter-
mined to be the normal or usual price or chargewhich th6 institution
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usually places upon the service, to other than those in the rogram
covered by these regulations. In other words, all people s ouldbe
treated ,uall

We think also that because prics and costs, particularly labor costs
vary from one area to another, this variation must be recognized and
not be covered by a general order which would be sweeping for all-
parts of the Country.

Senator Byrd, and members of the committee, this is a very brief
presentation of the 20-page statement which Was prepared, for the
record, and about which we would be pleased to try to answer any
q u e s t i o w . .; . .. . - .. 1 I

I hope that the rapidity with which I covered these pages has
emphasized the points .which are of concern to us.and not obscurqd
them with confusion.. We would be pleased, now, sir, to try to answer
any questions that you may hive.

(The full prepared statement of Dr. Smith flows :)

STATEMENT or Ausrns Surr, M.D.,, O NI A zoA MANUPAOTUR S
ASSOCIATION, Cg4NCaNINO 11.R"6675 ,

Mr., Chairman and , members of the committee, It is a privilege to appear be-
fore you today to'present the vlews 0f the 1Pharmaceutlcal Manufacturers As.
association on ILR. 6675, 89th.06ngress, a bill establishing a new Federal hos-'
pital and related health care program for aged persons.

My niame is Austin Smnilth. I am a' physiclan and presidentt of' thePharia
ceutical Manufacturqrs Association. For hioeyears I was editor and managing
publisher of the 30urnal of the' American Medical'As4oclation -and of other
sclentfla Publications sponsored by that association. I am chairman of the
board of director of the- U.S. Committee and 'Councl Tmissa'ry of the World
Medical Association,' and'have served as executve editor'of the World Medl-
cal Journal,

I have served in various office capacitles' for, bodies such as-the U.S; Phar-
maciaefi, .medical and other or anlzationsi universities and scientific societies.
I am also a member of a Uumber of professional and' scientific 'Associations.-

i received my degree,' M.D., O., in 1988 *6mia' Queeht's University,, Ontario,
and a master's degree in medical scilence'froba the samba nniversltyIn 1940.-

I am accompanied by Dr. Theodore (. Klumpp and Mr.-O 0 oseph Stetler.''
Dr. .Klumpp is- president of Wtifthrop: Laboratories and a-, member of the

board of dirdetors of -,th' 'Pharm6eeutlcal Manufacttrert-Association. ,H e,was
graduated ffoi the Medical School'of Harvaxkd UniVersitty|fi1928and practiced
at various hospitals in Boston, Cleveland, and New Haven where he 'was on
thefaculty 6f the YaJ6 Universlty Medical 8hool,-- ISV 1934i he ws appointed
Chief Medical- 9i#cef and "In" 1038 betame Chief of :the Drug DiIsilo of. the,
U.8. Food and Drug Administration. He served in that capacity' until 1941.'

Te. was vice presidentof: the U.S.' Pharmacop0ela' from'1950 to 1960when
be was reelected to a second term running to'1ft0.- 'He wa Ohalrinan of the
Medical Service Task Vro'ee of the second Hoover Commission ' ad is presently
a member' of the Medical Advisory' Committee 'of the -Department Of Health,
Education, 'and Welfar's Office of Vocational - Reliabilitation.* In addition,
he was Chalrman of the Office of Defense' Mobllisation's Task Vorce- on Em
ployment' of the Handicapped, He .is a member of'the Panel on A" Ing of the
Department of Health, 1dueation, and Welfare, and Chairman ofthe Subcom'
mittee-on Phystal ltiees."l He is a dhletor of theU.S. Committee' of the World
Medical Association, 6- director of the' Ameriean'Hea.4 AssoCiation, and chair
man of Its 'Com mittee on Rehabilitation, a ,member'of' the Anherlean Medical
A'aociation and 'a fellow bf the American College of Physicians and of the New
York'Acadeby of Medicine.- '. ' -. , -

Mr. Stetler is executive vice president of the PharmaceuticAl Manufacttirerg
Associattop., Hewas graduated from the'Oatho0lc'une1versty o AmericA School
of IAW, and holds M., and LL.M. d~iees from that university, -which he
earned In 1038 and 140, T-espectIvely. A niember of 'the bars of the District of
Columbia and the State of Illinois, Mr. Stetler holds membership in the Chicago
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Bar Association, the Illinols Bar Association, District-of Columbia Bar Avso-
elation, and the American Bar Association.

From 1935 to 1951 he was with various Government agencies, including the
Civil Service Commission, the Social Security Administration, and, as Director
of the Legislation and Opinions ServiCe, the War Claims Commission. He was
general counsel, director of the Legal and Socioeconomic Division, and director
of the Commission on the Cost of Medical Care of the American Medical Asso-
ciation prior to joining PMA, approximately 2 years ago. He has coauthored
the books "Doctor and Patient and the Law" and "Handbook of Legal Medicine."

The Pharmaceutical Manufacturers Association is a trade association of 136
manufacturers of prescription drugs and related products, who account for more
than 90 percent of the Nation's total prescription drug output. We respectfully
invite attention to the historical fact that there has been no important develop-
ment in recent decades in drug therapy in which member firms of PMA have not
pldyed a significant role, either in the discovery of the agent or in defining its
utility and making it readily available in useful and dependable form to the
medical profession.

Our member firms invent, develop, manufacture, and distribute products which
prolong and save life. During the last 30 year, the U.S. drug industry has be-
come the world leader in developing new medicines. Of 004 major new drugs
made available since 1941, nearly two-thirds originated in this country, with only
a relative handful coming from other than private industrial research. New
drugs have been a major factor in bringing about an astonishing reduction in
death rates.
• The result4,9f these advances can be measured In terms of health, lives, and also

dollars. The Natonal Health Education Committee has estimated that the decline
in mortality rates since 1937 has added almost $9 billion to the national economy
each year. More than 4 million Americans living today would be dead if 1037
death rates had continued. The decline in the number of mental hospital patients
below the number predicted 5 years ago has saved approximately $1.8 billion In
institutional construction costs alone. Drug treatment for tuberculosis has bee?)
so effective that between 1946 and 1061 the number of beds required for tuber-
culosis patients has declined 85 percent, and many hospitals have been closed or
converted to other uses.

Although drugs are not solely responsible for these results, they unquestionably
deserve a substantial degree of credit. One statistic alone dramatizes what has
happened. Of the more than 775 million prescriptions written in 1964, it is esti-
mated that 70 percent could not have been filled in 1950, for the simple reason that
the drugs prescribed were not then in existence.

This revolution is attributable to many factors. One is the enormous research
program of the pharmaceutical industry. Since 1949 its annual research and de-
velopment expenditure has increased eightfold. In 1064 alone, such expenditures
were almost $300 million-bringing total Industry R. & D. to well over $2 billion
since 1950,

In addition, the drug Industry has developed testing and quality control tech-
niques that increasingly improve the safety, quality, effectiveness, and uni-
formity of the product. It is a fact that the Government regulations written to
identify sound manufacture for the most part reflect nothing more than a codifica-
tion of practices and skills developed by the industry itself,

Between the time of discovery in a research laboratory and the day a drug is
finally marketed, the average period of further work has been 5 to 6 years. The
cost of research and development of a single new drug has been estimated to
average $5 million. In a typical year, the industry studies the effects of drugs on
about 9 million animals--only the first step in drug testing. Clinical testing on
human patients is most critical and requires the highest degree of ability.
Throughout the process of experiment, manufacturers do everything possible to
assure the collection of all possible information that might bear on the drug's
use. In short, this industry recognizes its role of primary responsibility for the
quality of the Nation's drug supply, present and future, and takes a genuine
interest In the overall health and welfare of the people its drugs are made to
benefit.

This longstanding interest in the health of all our people caused us to submit
statements to the House Ways and Means Committee in the 87th, 88th, and the
present Congresses. However, since no hearings were held on House-passed H.R.
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0075, this represents our first opportunity to present, for public discussion, our
views on two provisions of the bill which we believe deserve further consideration
and revision.

The purpose of our presentation, therefore, is to make our comments to the
committee with respect to these provisions, and to suggest possible amendments.

Section 1801 (h) of the bill plainly outlines the intent of Congress which pro-
poses that the practice of medicine, Including the professional duty and obliga-
tion of the physician to choose his patient's treatment on the basis of medical
judgment, shall not be interfered with by the Government.

Provisions dealing with the availabilUty of drugs under this bill are in our
opinion in discord with the objectives of that section.

In brief, these provisions place definitional restrictions on the drugs which
shall be made available to elderly patients under the bill, and include language
authorizing a determination of "reasonable costs" which in time could result In
Government price fixing In drugs. They are discriminatory, have no demonstrable
basis In either good medicine or sound economics, and set up unworkable barriers
to physicians in their practice of medicine.

DEFINITION OF THE TERMS "DRUGS" AND "BIOLOOIOALS"

The first such provision is section 1861(t) which defines the words "drugs" and
"biologicals".1 Its intent Is to limit reimbursable drugs to those listed in certain
compendiums--the Pharmacopoeia of the United States, the National Formu-
lary, New Drugs or Accepted Dental Remedies, and to any additional drxg ap-
proved- by an individual hospital's or nursing home's pharmacy and therapeutics
committee, or equivalent body.

In evaluating this definition it Is Important to remember that the cited com-
pendiums do not purport to list all safe and useful drugs, or even every acceptable
dosage form of the drugs they do list For the convenience of the committee,
I shall briefly describe the areas covered by each.

THE PHAR ACOPOEIA OF THE UNITED STATES

This publication is known as the "U.S.P." Founded in 1820, the organization
that publishes "U.S.P." is formally known as the United States Pharmacopoelal
Convention, Inc. It is intended as an authoritative source of minimal standards
for those therapeutic substances that are most important, in the opinion of its
committee on scope to the beat practice and teaching of medicine.

The convention meets every 10 years, and "U.S.P." is revised each 5 years.
Interim revisions to the book are issued from time to time. ,

U.S.P. delegates come from the Nation's accredited colleges of medicine and
pharmacy, 7 Federal agencies, the- State medical and pharmaceutical associa-
tions, and 12 national professional associations of medicine and pharmacy.
Altogether, it is possible to have 277 delegates to the U.S.P. Convention. The
convention elects a board of trustees to servo for 10 years. It consists of two
persons from medicine, two from pharmacy, and two "at large" delegates. In
addition, a president, vice president, secretary, and treasurer are elected, also
for 10 years.

T4e most active U.S.P. committee is the committee of revision, chosen at the
convention and consisting of 60 experts who represent medicine and pharmacy.
A committee on scope of about 20 physicians and pharmacists is, normally the
body that recommends a drug for Inclusion in "U.S.P." The full committee of
revision acting with assistance from outside experts, then collects information
and develops standards to permit Identification of the drug and permissible
ranges to establish purity, quality, stability, etc. As the standards are developed,
they are circulated for comment to appropriate institutions, until at length an
agreeable manuscript is arrived at for inclusion in the book.

See. 1861(t):
"The term 'drugs' and the term biologicalls' except for the purposes of subset. () (5)

of this section, include only such drugs and biologicals, respectively, as are Included in
the United States Pharmacopoeia or the National Formulary, or in New Drugs, or Accepted
Dental Remedies (except for any drugs and biologicals unfavorably evaluated therein), or
as are approved by the pharmacy and drug therapeutics committee (or equivalent com-
mittee) of the medical staff of the hospital furnishing such drugs and biologicals."
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:' It is lino6rtait'to recognize the difficult$' luvolved In'preparing a, U.S.P, -entry;
lrocedliree' employedd by the original manufacturer of the product niay be far too
complex for general use so that there Is frequently much delay before standards
suitable fof general application can be agreed upon., It 16 thus quite common for
5 yeas' to ia~s' between thee time- an Important new drug Is marketed and the
dh' It ct ii, be dalle4 a'"U.S.P. drut")

"t4Y89 XATIZIAt FORMJULAR~Y"

".V." wasbestablished in 1888 tender the auspices of the American Pharma.
.eeutlcal Association, the professional organization i of pharmacy. The book's
eftly function was to provide formulas and recipes for products in wide use by
physicians and pharmacists bt not Included in the !U.S.P.' ....

However over -the years it has evolved to become a book of standards for
drugs which, in the oplnlon ,of its committee on admissions, have therapeutic
value, -regarless of their degree of use in practice. -The "'N.F." is ,revised each
5 years, and provision is made for periodic Interim revisions when the committee
feels a new development is of sufficient significance to warrant publication. -

,,While the "U.S.P." confines itself to agents that it considers of such importance
as to be firmly established essentials of medicine, and avoids preparations of
kim~ilar , .iemtcal stricture and theraeutic use, "N.F." attempts to consider

dk' th~itt have substantiall therapeutic merit," even though their value may not
befvirmly e'taindshed. Dr ehemicalny'and terapeutclly similar, may, be

"'The, o'04essf selection of a 'dtA' fbr' 'N.F." ig not different insa material way
from that used by U.S.P. and like the U.S.P., quite a substantial delay 'i the
completion of entries for publicati.n'iS common,

Planned for its first edition in July 1065, "New Drugs" will replace and differ
markedly' from "New and Nonofficial -Drugs which has been published In
basically the same form for 60 years, -under the direction of the Council on Drugs
of the American Medical Assoiation.,

"New Df gs g s" will contain moniographs on nearly all single-active-agent drugs
approved f0r markeftg by the U. F66di and DrUj Administration'in the last 10
years. It Is'plannEd that a revislon will be sued every year.

"New Drugs" is Intended to provide the physician' lnlractice with a readily
usable, concise source of information.. -owever,' In announcing the book, AMA
has emphasized that It Isnot going to be a comprehensive book on drug therapy
as such. In form, the entries will -consist of. the council's opinion of a given
drug, together with a discussion, putting it in 'context with other available ther-
apy, and summarizing the indicetlons, dosages, side, effects, caution, and Other
Information important in it4 use' I - . .

T6 arrive at an opinion, the council (composed of18, physicians supported by
a staff of 65,inh the'AMA's ' Department of Drugs and 880 expert consultants)
consults all avallble Information about the'drug.", The information Is supplied
by the manufacturer, and Includes, In addition to published Information from the
world Medical literature, unpublished data from the company's files that is not
available'to any other organization except the FDA. ,While an attempt Is made
to arrive at an early' consensus ofter a drug is marketed, delays in publication'Of a council opinion are -commonn 'and, as in the' casb of the official compendia,
years may pass before an individual dru is Included.
- Important as "New Drugs" will be, the council itself has' pointed out its limi-
tations, noting that neither this new aid nor any other book now in print will
provide -even a 'relatively complete and authoritative reference on all drugs
available to and used by the medical proression.
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S"AOP00. DENTAL DUMEDIE" ,

This book is published a9ntkaliyy thAb*hiercan Dental Ass'ciadton' and s
presently in its 80th edition.

The book contains descriptions of pharmaceutical and other products that, In
the opinion of the American Dental Association Council on Dental Ilerapeutics,
are of recognizeed value" or "-,ucertain shttus- (the latter 18 as opposed to
articles thiq ccl reject) in the dental practices.

The council consists of 10 dentists who cail upon the advice of 15 consultants
In medicine, -dentistry, chemistry, and other fields. Their opinion is arrived
at from informatlozi supplied byrmanufacturers. In addition to providing the
common name of an article, its 'U.8.P.' or "N.F." status is mentioned, and those
brands of the product Which the' c0 uncil ha approved 'are mentioned by name.

An article may be listed in "A.D.R" for only 8 years, but theii1ting is renw-
able if, in the opinion of the council, It is jUstified . g r

The American Dental Associatl0n has estimated, as a rough approximation,
that an abs6luti minimum of 6. mionths would be required from the time 4 product
is marketed to the time tli6 M council could make and 'publlsh'lts approval. It
was eipha4i*ed'that such rapid processing of an appl)cat~o~i fox council oval
is most are.

As! ha" s Iy nd'iated Mr. Ohatnian, 4elay Is frequefubtahtlat Id, theselection~ ~kin icl lon of d6ug"li thed va04 referenceW. 1  ign some" undei-
stanodWig qt ta 4opnt of delay ope nilgl t ~x t under 6 th;s qlemoance, w~e
hav6I iolked iPt6 the tm that'lapsed b eWn'the datkea ihmberof ver yemen -
ial dru" were arkedakid W~u they appeared In ne 9t the boole h bill

Trhe result fe' attahed to my statement ad exhibit 1, Whie thbe aleeaksfor itself, I would point out just oi e 91 two example Qin it. Please rxti that
cortisone waa a'VWlabl 'bout 2 4e600!'bqfote41t *i V clgded in ieVw 4nd non-.official ~drus n -to, be knoWn all iew drugs' and that It .&s marketed fr
0' years bel(t thot' WAS. a1 6U. S,P." eiiry ort. Y *111 seei~ that
chliothiaside waimarketed 8 years eforeilt i ya lacluded' In the 'cbminda.

Thisd~i repeseted : mjo~rbrekt o~ IV.6 th tlrp f congest'Ive heart
failure. Please iote that delays of year orb or happened in tb 0ases 6f
severe anlbiotics .whchare fu-ndam.ental to'.ed al pi4pacftce today.

A further" indlfat6n Of the ractleal limItationsof reeyig solely on the com.pendia sprovided in a study of thIe drugs PhydcJlans'hot frequently presribe.
A copy of this Study which Wqs completed for us just a few days avio is beingsubmitted f rthe record. It Indicates that 6f the 200 moat prescribed- ibedi-
cations In 194, 1 are not listed In the compendi9 referred to in theo bill.

That means that'the elderly under "medicare" run a chance of being -itinlted
to only 5 percent of the 200 most used drugs on the market. -Let me emphasize,
In addition, thnt the driug ,to be 'denied them ate of extremely high. value.
Among them qire lifesaving antibiotics, paih-relieving compounds, drugs against
depreoslon, heart disease, circulatory disorders, rthtitls and cancer. We are
talking about antibiotics certified for potency by' tle h'ood and Drug Adminis-
tration, a catir'b jr0dut that is among the relatively few that have been cleared
beyond the experimental stage by FDA; a medically-accepted alternate therapy
to the scarce and expensive artificial kdney.; single-unit losage forms of drugs
in cartridges complete with disposable needles that reduce inhopital cross-
Infection and are used by48 percent of the Nation's hospitals.All of these product, And many more, are on the market in conformance with
the Varlous Federal laws designed to oversee the soundness of the Nation's drug
supply. .his section undercuts and, so far as the aged are concerned, negates
In effect the work of thb Department of Health, education, and Welfare in the
enforcement of existing law. Under this bill, prescription products that have had
the' ,thorough and lengthy consideration of the 'Food and Drug Administration
and on which FDA has categorically given approval for marketing, would not
be provided for the aged.
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A further limitation Imposed on the availability of drugs is the reliance in the
bill upon drug committees of hospitals and nursing homes, as, a mechanism for
brbadening 'the selection Of drugs. This 'is so by virtue of the fact that most
hospitals and the vast majority of nursing homes simply do not have committees
of this'type.,-.. e.ortentIt "Mirr:, t o Hospital PharmaCy," published in 1904 based nt
a Abidy A poiisoi ed by ,th U.S. Public Heath Sek-vice and conducted by the
AmqrJcakx Soclty of Hospital Pharmic9 proddesth la4.tt andmost author.
taftd ifnfortnation in this regard. The report indicates that 'of the- Nation's
7r000o4hoipitals, not rme than' 1,085 have- activelyl pharmacy and therapeutics
comiuttees. "'Activel is defined as meeting o~oea year or more. The survey

theeOre demonratrtti tiiat In 85 percent of the hospitals, there is no conlulnit
tlibt would d take adVahtag4 of whatever" leeway 'the bill might provide for the
selection 6f drugs.

Apjreciation of the difficulty Of maintaining a strict and fomal llst of drugs
e MON e Dirkdty tb6A m . ercau .. oclety of Hospitel Phaim.aciste. It has

nto tbA a even' In *ospltls' that have pharmVepy and the rapet oittees,
most'46 n6t nitai '4 &Ug list "or 0ormary;, hOft case bf hosptals with.
olit stehcirmntttei,ivffll 70 percenthbave no sUCh list. The W ety has also
said, I,*r the. preface t, its oWA, formulary, r 4at, "As a rule,,the time .and effort
Sreqjured1 for 'ti prepratioi of such formulary, and keeping itate
be 6ndthe',meansofmost hoSpitalsaNs' dted is,

' Given i~tes~e1 1tate'of hospital pbarmnaO. and 4hsrapeutics :c 'tteee, It

Is apparent thtth 'selectIop o-bf drugs fr' hospital to h:*ital "WllIvary In
n~ost unsclietIfie 'way depending on whether' a committee has b n'fOrmed,
whether It-has met, and, If so, whether or not it was well constituted And has or
can a~tik tlchageme4t

There is on3e. fqrthoe, s0se, of ts ~etoii "ta.b0~dcls twu
as worded, iibt 'trxilt the use of dosa g fom of drugIh .ei .miaufon. Toat is,
theIhbapto'l3nMitbe reimbursed for druig Aand drugl, If both'a ae In the om-
pezid~l and they are 'p,. rIbed sepera ly., But I the phey iin Wrtes a . Or

for dh A and g B il a W sinle capue, the patent Would liav to pay4 o
It.. ih lmportaxice of this point is clearly Illustrate4 by he fathait of the.
50 most-prescribed drugi, there are 14'that are combination nprodd.ts, products
which would not be available, In a practical sense, under this ' The eIn-.
gr~dients to~item ai not made available except in bulk form; 'so thdt; the hos-
.pitl, Would be required; In effect, to attempt to manufacture a preparation
already available In, pharmaceutical quality. A 15th combination product In-
cluded in lthei top 60could be prescribed in separate doses that together would
equal the single capsule. That produce t . I might mention, is a broad spectrum
antibiotic which is combined with an antifungal preparation that prevents over-
growth of fungi in susceptible patients. lUnfortunately, there is nooral formula.
t..:; of the latter ingredient alone, s9 trat It would have to be adnilstered by
mixing It with, an appropriate vehicle and then administered. by intravenous
infusion. 'In 'this case our calculations indleate that the cost of this medicine
would be increased 551 percent, by following the. separate-ingiedent route as
opposed to taking advantage of the c mbnation form.

-In considering the types of combination drugs which are included In helist
of the 200 most frequently prescribed but which are. not Included In the coi-
pendia cited, It is Interesting to review a few specific examples.-,

(a) There is nolisting In the compendia for therapeutic vitamin mineral com-
binations, which are common therapy following surgery In the aged, and in the
presence of debilitating disease&.

(b) Drug-treatment of high' blood pressure Is very frequently. Initiated using
a mixture of a diuretic and a hypotensive agent. There are sever| such prod-
ucts available, and their rationale is widely accepted. They would not be avail-
able'under this bill,

(o) Very substantial numbers of aged persons suffer arthrits,, which Is: cor-
monly treated with cortical hormones and analgesics. Rational combinations
of the two are readily available, much employed, but not provided under
H.R. 6675.

(d) Pernicious anemia Is preferably treated with injections of vitamin Bi,.
But when this Is difficult or undesirable, oral administration of the vitamin In
combination with Intrinsic factor concentrate achieves a similar result. But
this combination is not recognized In the compendia.

(e) A common geriatric problem Is senility and cerebral arteriosclerosis. with
resultant deterioration in the patient's ability to cope with his environment. De-

I
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preseion and agitation are frequently seen in such patients, end it Is good medical
practice .to give them a stimulant combined with a sedative or tranquiliser.
Again, nb such product is listed , - . I - I. .1 ! ' j .c

In light of all the foregoing, I submit, the language of section 1861(t) Is
unduly restrictive. Its effect would not favor the patient, the physician or the
Government. In fact, it would be a serious disadvantage to all three. We hope
the committee will revise the section so that the elderly can obtain the sme
treatment under this bill that other hospital and nursing home patients enjoy,
and which they deserve.

This could be accomplished by amending section 1861(t) in one of several
ways; one would be to delete the words: "or as are approved by the pharmacy
and drug therapeutics committee (or equivalent committee) of the medical staff
of a hospital furnishing such drugs and biologicals," and In lieu thereof insert
the WOrds, "or are ordered or proscribed -by the atten itg physicians :n the
medical staffs of hospitals or nursing homes for the are iqnd treatment of
lxatients,"

Another would beto redraft the se-don so that any drug or biolgleaVindde
available Ii'accordance' with the Federal Food, Drug, and Cosmetic Act; or
Public Ikalth Service Act, as amended,,.would be eligible for inclusii! under
the progrY, .

Further, pmvision must beimadio thatn)e4w'-cxugk approv'edJby the app
priate:agency of G0vermment ' for mktkting are kot "duly Withheld froM thO
aged because of administrative or m chtifichl- delays in listing the n iniafPrr-
priate compendia. Thus language should be Inserted to permit reimbursement
for drugs selected for such books at the time the selection is made.

REASONABLE OOST OF SEIVWICE

The other section of HR. 0075 on which we offer comment is 1814(b), whfch,
together withmi 1861(v) (1) 'deals with -reimbursable costs; 114(b) reads:

"The amount paid 'to any -provider of services with respect to 'service fr
which Payment may be made'under this part, shall be'the reasonable cost'of
such services, as determined under section 1861(v)."

Section 181(v) (1) outlines the authority of the Secretary of health' Educa-
tion, and Welfare to promulgate regulations specifying methods to determine
the "reasonable cost" services The language used is virtually all encompass-
Ing in the authority it-gives the Secretary in deciding what a reasonable cost is

It is our impression that such authority might lead to the exclusion from
this program of drugs on the basis of cost alone, irrespective of their niedical
value.

We are aware that the report of the House Committee on Ways and Means on
I.R. 6675 reflects understanding of the complexity of determining costs. I note
that at page 81 It states, "The cost of hospital services varies widely firio one
hospital to another and the variations generally reflect differences hi quality and
intensity of care. The same thing is true with respect to the cost of services of
other providers." -

It is this point that, in our opinion, needR to be made in the bill itself..- The
pharmaceutical Industry's costs are made up Of more than raw materials and
the machines to produce dosage forms of druzs. We are the largest private
employer of scientists per 1,000 employers of any Kvdustry.

Only if the costs involved In conducting researm and development, in setting
and maintaining standards of quality, In providig services to the professions
who distribute and use the products, are consid red can an estimation of the
reasonableness of cost be meaningful and realistic. It is our opinion that consid.
eration of such factors is good medicine as well e s sound economics. The fact
that about 95 percent of prescriptions are written calling by name for the prod-
ucts of companies that assume such coos te 'es to this point.

In the case of H.it. 6875, an act of a Government agency, under this section
could lead to a complex and expensive system and at the same time make It
difficult for the attending physician to select the drugs his experience, training,
and judgment suggest for the patient If this occurred, the result would be In-
consistent with the bill's announced intent to avoid Interfering in the practice
of medicine.

The only reasonable price (cost to patient) is one determined as being the
normal or usual price or charge which the institution usually places upon a
service to other than those in the program covered by these regulations. To do
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otherwise would; beitantaniunt to- price -setting ;by, the: Secr~tary? tnd: a, denial
of the normal market'mechanisms0 ,.Rates and prices are, best set'in-the frame.
work of the unique circumstances of each local Situation and not by flat from
a, central agency s-

Senator Byrd, anid.membersof the-committee, the prescription drug industry
is grateful for your kindness in hearing our views on this important legislation.
Of course,- we are- ready to assist you in any possible way as you work to make
the bill as sound a piece of legislation as is feasible.:',

EXPERIENOES 01. FSPE(1ALLY OUTSTANDING PHA MAOZUTIOALS IN GAINING ACCEPT-
AX C IN U.S. PHASMAOOPOKIA, NATIONAL FORMULARY, AND NBW AND NONOFFITIAL

In 1964, the Aerion Medical Associaton pubisbed *he nai report'of its
Commission on the Cos0 Medical Care, a study begun in 1960 that examined te

multiple facets of the economics of medicine.
In the process of ev luating e impact, of new drug developments. the corn.

g on contacted the,880 consultants t the AMA Qouneil on Prugs to determine
th 80 drugs or drug classes which .they rearded as the most 1g!iWant deve!6p-
ments in the period 1984A64. While in some cases the consultantesnamed classes
of drugs rather than specific agents, sufficient of the letter were named't, permit
a good samplipg of the "key" drugs developed over the last 40 years., From that
lA the followingtable can be constrted

EXHIBIT I

Name of drug First Admitted Admitted
marketed to USP to NND

enlinsodi-----------------------------------194.... iW "" 19
Cortisone acetate ..................................... 1949 196 1951
Streptomycin .................... ....... 1945 190 1948
Isonlazld ................... ;.................................... -192 196 1963
Ohlorpromazine .................................................... 1954 195 195
A n btlicyllo acid .......................................... .. --- 1 1961
ISO ot6e=1............................ ............. ............. 1948 196 1960me t .. ........... . ................... w195 1963D eh l9ne .67.............

Chortlsle. '" .' :-• 1957 " 90 1080Chortetrayclne .. .................. 1................ . 1949 1956 1950
Reseri e .............................. 1------------------ 3 1969 1960Chreracclne . .......... .................................. .. .... -0. 194Im 14

Me~rlln--------------------------------1944 i 1917
Obormpbenlcol- .......... ........................ 1949 1960 1951
Tolbutsidde-------------------------1957 .1980 iChlolb tl .......... : .... ...... . .............. 157190 , 98
ChiefOOOuL----------------------...........8...............0 1948
Phenylephrine ......-............................................... 1934 195
Trihez- benldyl... .........- ........... ............ ----------------- 1949 -90 1954
ldoeie I .......................................... . It .a . 1949 ............ 1960

IOnly lldocane was listed in the National Formulary. It was admitted In IM5. ,

I -~
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Based on now prescription frequency :representing over 60 percent of all new
prescriptions In drugstores,

(List of products obtained from National Prescription ,Aidi% for 1984; R. A.
Gosselin & Co., Inc.,, Dedham, Mass.)

Additional data added and arranged by- Paul do Haen, New York, N.Y..
A. Single chemical entities, indicating acceptance by USP-XVII, National

Formulary XII,, effective September 1i 1965. Now and Nonoflicial Drugs, 1964.
B. Combination products, indicating acceptance by USP XvII,-National Formu.

lary XI, effective September 1, 1965. New and Nonofficial drigp, 1984.
April 80, 1985. Corrected copy, May 10; 1965.

200 LUAD6N6 Uluos.

StatUltcal Gflt isf8

Number of Percent Number of Percent
products products

Single chemical entities:
Listed in official compendia ....................... 108 90.8 ................
Not listed In official compendia .................... 11 9.2 119 59.

Total 119........................
Combination products: g .2 .

Listed In official compendia (paregorlo USP) ....... 1 1.2 ................
Not listed in offlieal ompenia ................... 80 98.8 81' 40.6

Total. ................................. 81" ..... ...

Total products .......................................................... 200 100.0

IN~oi.-All drugs we arranged by the de Rawn therapeutto WassiDeation and code numbers. Products

ar anked under each therapeutic iassifloation In order of new prescription frequency.

Hitigle ohemfoal entitWee, not listed it offlofal compendtum

Thempeutio claw number

125 .......................... Pyrdlun .......... ........ Warner.Chloott.
145 ........................... Polycdln ................... 1903 Bristol.
230 ........................... Valium ...................... 1963 Roche.
280 ............................ Nitroglycein ...............
350 ........................... Robthusin .................. 1949 Robins.
355 .................... Budafed .... ........... 198 Burroughs Wel1come.
370 ........................... Perafctin ................. .1961 Merck, Bharp & Dohme.
90 ........................... 1961 8yntex.

390 ........................... ................ 198 a . 1961 Lily.
8................... .... Prolold ............................ WarnerOhlCott.



SOCIAL SECURITY

00 leading drugs
(A) SINGLE OHEMICAL ENTITIES

Product name

015 Aiapscs narcotics:01b--l_- ......... w,
Codeine sulfate...................

020 Analesics nonnarootis:
Darvon--------------------.. LiiTylenol----------------------.... I

060 Anthelmlntlcs: Povan ............... Pa
070 Antiarthritics (nonhormonal) including Ge

gout: Butaolidin.
080 Anticoagulants: Coumadin sodium...... E
090 Anticonvulsants: Dilantin sodium.._.. . Pa
100 Antihistamines:

Benadryl ..................................Chlor.Trimeton ....................... B
Teldrin ............................... S
Dimetane ------------------------- Rc
Pyribenzamnine ----------------------- ClPhienergan ............................. W0

125 Anti-infectives, antibacterials, and anti-
septlsurinary: EFrdni..........................E

Mandelamine ----------------------- W
Furacin ............................... Ea
Pyridlum- -- . . . .. -Wi

130 Anti-infectives, antibacterials and anti-
septics, vaginal (trlchomonacides):
Flagyl. fet

140 Antl-fifectives, antibiotics, broad, and
medium spectrum:

Declomycin -------------------------- Le
Achromyctn V ........................
Terramycin ---------------------- Pf
Ilosone ------------------------------- LI
Erythrocin --------------------------- A
Chloroinycetin ----------------------- Pa
Tetrex ------------------------------- Br
Achromycin -------------------------- Le
Tetracycline IICI ......................
TAO --------------------------------- R
Tetracyn ----------------------------- P11
Chloromycetin palmitate pd .......... Pa

145 Anti-infectives, antibiotics, penicillin, and
derivatives:

Pentids ------------------------------ 8q
V.CiIn-K --------------------------- Li
Penicilln 0 potassium ...................
Compoeiin-VK --------------------- At
Pen-Veo-K --------------------------- W5
Syncillin ----------------------------- Br
Polyclilin -------------------------------
Pen-Vee --------------------------- W3
Bicillin -----------------------------------
Prostaphlin -------------------------- Br

180 Antl-infectives, fungicides, systemic: My. Sq
costatin.

190 Antt-infestives sulfonamides, single:
Gantrisin ----------------------------- R
Madribon ---------------------------------
Gantanol -----------------------------.----
Kynex -------------------------------- Le

205 A nti-inflammatory agents:
Tandearil ---------------------------- Ge
Ananase ----------------------------- R

210 Antinauseants-motion sickness remedies:
Tigan---------------. RC
Dramamine--------------------8e
Bonine ------------------------------- Pfl

220 Antlobesity preparation amphetamine
operations: Desoxyn .................. Ab

225 Antlobesity preparation others:
Tenuate ------------------------------ Me
Preludin .............................. Ge

230 Ataraxics and tranquilizers:
Librium ------------------------------ R
Equanil ------------------------------ W5
Compazine ............................ S
Valium ................................ R
Thorazine ---------------------------- Sr
Stelazine -----------------------------.----
Miltown ............................... W
Meprobamate -------------------------
AtaraR ................................
Mellaril -------- - - -
Vistaril ............................... I

Year USP NF NND
Manufacturer intro- XVII XII 1964

duced

Inthrop ...................
...-......................

ke, Davis ..........
igy .......................

do .......................
rke, Davis ................

.o .......................
hering ....................
iith Kline French .........
bins ......................
ba........................
yeth .....................

ton .......................
urner-Chloott ............
ton ........................
tone------t----------arner.ChIlcott .........

rle ............ ........

derle ....................
.o ...... .........
zer ......................
ly.....vi............lbott, - ----- ----
rke Davis...........
isto-----------------
derle-_-----------.-----

werig ----------------------
zer .......................
rke, Davis .............

ulbb ....................
lyt''' .......... ......
~bott -----------------
reth ---------------------
Istol .....................
.. o ... --------------------
reth ........ . . . . . . . . . . . . .

Istol .....................
ulbb --------------------

och e -----------------------
.do......................

derle ....................

igy ....................
)rer.. . . . . . . . . . .
ce------------------
iche .......................
le .....................zer -----------.a.- .--------

bott .................

ffell ......................
flgy -----------------------

che ......................
eth ......................
ith Kline French ........
che ......................
ith Kline French ........
.do......................

aLlace ....................

erg............
ndo ..................
her...................

1944

1947
1955
1959
1952

1954

1947
1949
1954
1957
1949
1951

1063

194.

1963

1959
1957
1950
1959
1052
1949
1958
1953
1950
1958
1953
1951

1951
1957
1945
1957
1958
1959
1003
1955
1931
19&2
1954

1949
1958
191
1957

1961
10,-2

1959
1949
1953

1944

1959
1956
1960
1955
1956
1963
1954
1958
1955
1955
1956
1959
1958

x
x
x
xx
x

.,R,,..

X
X

x

X

x

x
x

X

x
x

x

x
x

.. ..

X
X

X

x

xx

XI

x

AK..

X

.. . .

.. ..

.. -.

X

.. ..

x

... .. ...

x ......

x ......

...... ......

x
...... ....

X ......

...... ......

x
x
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00 leading drug--Contlnued

(A) SINGLE CHEMICAL ENTITIES- Continued

d" Year USP NF NND
Product name Manufacturer intro- XVII XII 1964

duced

260 Cardiovascular preparation cardotonics
(Digitalis, etc.): Lanoxin ................

275 Cardiovascular preparation hypoten-
sives--alkaloides (Rauwolfia, Veratrum):

Serpaso ..........................
Reserpine ..........................
Raudixin ...........................

280 Cardiovascular preparation vasodilators-
coronary:

Nitroglycerin ..........................Peritrate ..............................
285 Cardiovascular preparation vasodilators-

peripheral: Arldin .....................
3o5 Cough preparations: Robitussin ..........
3m Nasal decongestants:

Neo-Synephrlne nasal .............
Otrivin ...............................
Sudafed .............................
Tyzine ..............................

370 Dermatological preparation antipruritics:
Termaril .............................
Perlactin ..............................

390 Dermatological preparation, other:
Synalar . -.............................K enalog -------------------------------
Cort-Dome ......................... a
Cordran .............................

400 Diabetic therapy (hypoglycemic agents):
Orinase ...............................

435 Diuretics benzothiazides:
Diuril ................................
HydroDiuril. . . ------------..........
Enduron .............................
Renese ...............................

440 Diuretics, other: Hygroton ................
495 Gastrointestinal preparation, antidiar.

reals and Intestinal absorbents: Lomotil.
500 Gastrointestinal prparation, antispas.

modics and antiPcholinergics: Pro-
Bathine.

540 Gastrointestinal preparation, laxatives:
Dulcolax.

560 Hematintcs plain: Feosol ...............
615 Hormones, corticoids plain:

Decadron ............................
Prednlsone ...........................
Aristocort ..........................
Celestone ............................
Medrol ...............................

660 Hormones, estrogens: Premarin .........
670 Hormones progesterones: Provers .......
710 Muscle relaxants general:

Soma .................................
Norflex ...............................

730 Oxytocics: Ergotrate .....................
750 Psyehostimulants:

Elavil ................................
Dexedrine ............................
Tofranll ..............................
Ritalln ...............................

760 Sedatives and hypnotics barbiturates:
Phenobarbital ........................
Seconal sodium ......................
Nembutal ............................
Butisol sodium .......................

770 Sedatives and hypnotics nonbarbiturates:
Doriden ............................
Plawidyl ............................
Noctec ...............................
Noludar ..............................

800 Thyroid preparations:
Thyroid ..........................
Prolod ..............................
Thyroid .....................

810 Thyroid therapy antithyrold preparations:
Cytomel .............................

910 Vitamins
Nicotinic Acid ........................

Burroughs Wellcome ......

Cib .................

Squ"b...............

Warner-Chiloott .......... I

Arlington-Funk .............
Robins .....................

Winthrop ..................
Ciba .......................
Burroughs Wellcome ......
P fizer ......................

Smith, Kline & French-....
Merck, Sharp & Dobme.....

Syntex .....................
Squibb .....................
Dome .....................
Lilly .......................

Upjohn ....................

Merck, Sharp & Dohme.....
-----.....--....-. ............. ..
Abbott .....................
Pfizer ......................
Geigy ......................

Searle ....................
.... do...... ...--..........

Geigy ......................

Smith, Kline & French......

Merck Sharp & Dohme-....

Lederle ....................
Schering ...................
Upjohn ...............
Ayerst ......................
Upjohn ....................

Wallace ....................
Riker ........................
Lilly .......................

Merck Sharp & Dohme ....
Smith Kline & French ....
Geigy ......................
Ciba ........................

Lilly .......................
Abbott ....................
McNeil .....................

Ciba ........................
Abbott ....................
Squibb .....................
Roche .....................

Unspecified ..............
Warner.Chiloott .......... I...
Armour .............................

Smith Kline & Frencli ......

1934

1955
1949

1958
1954

1958
1961

1961
1958
1955
1961

1952

1957
1959
1960
1961
1960

X

X

1960
1953 X

1958

1958
1955
1958
1961
19571943
1959

1959
1959
1935

19611944
1959
1955
1908
1945
1930
1937

19551955
1952
1955

1956

X

x...

x...

X...

...

X...
X...

X...
x...

X...

x...X ---

X

X

...... IX

...

X...

X.._...

x...I

x...

x...

47-140-05-pt. 2-10

1953 X ...
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00. ioding druge-T-Ontnued
(B) COMBINATION, PRODUCTS

Year USP NF NND
Product name Manufacturer Intro- XVI! XII 194

015 Analge;sc narcotics:r~oan ..............................
Phenaphen with codeine ..............

020 Analgesics, nonnarcotio:
Empirin compound with codeine...
Darvon compound 6 ...............
Florinal ..............................
Equagesic............................
Darvon compound ................
Coma compound ..................
Sinutab ...............................Nog s...............................
Zactrin...............................

100 Antlhistamlnes: Co-Pyronil ..............
125 Antl-inlectives, antibacterials and anti-

septics, urinary: Azo Gantrisin .........
140 Anti-Infectves, antibiotics, broad and

medium spectrum:
MystclnF..........................

nalba............................
Achrocidin .........................
Panalba KM .......................
Declostatin .........................
Terrastatin ............................
Signemycin ... ................

160 Anti-infectives, antibiotics topical, other:
Neosporin .............................
Cortlsporin ............................Myoolog ... ..........................
Neo-Ply n ........................

195 Antiinfectlves, sulfonamides multiple:
Trlulfio . ........... ..........

200 Anti-infectives, sulfonamides-antlblots:
Ilosone-Sufa.

205 Anti-inflnmatory agents: Butazolidin
alka.

210 Antinauseants, motion sickness remedies:
Antivert ............................
Bonadoxin .........................

220 Antiobesity preparations, amphetamine
preparations:Eskstrol ........................... ...

Biphetamine .........................
230 Ataraics and tranquilizers: Deprol .......
250 Bronchial dilators: Tedral ................
265 Cardiovascular preparations, hypoten.

sives:
Diupres .............................
Syarope- ..................S ER-AP-E 8.....................

340 Cold preparations antihistamines:
Tus0-Ornade ......................
Dimetapp ........................
Triaminlo ........................
Tetrex-APC w/Brlstamin .............
Naldecon ..............................
Novahistine ...........................
Novah stino-DH ......................
Dimetano Expectorant-DC ............

345 Cold preparations general: Actifed ........

350 Cough preparations:
Phenergan expectorant w/odein ......

Phenergan expectorant ..............
Ambenyl expectorant-...............
Tussionex ............................
Phenergsan VC Expectorant w/codeine.

"yomne .........................
Robitussin A.C ...................
. yoodan ..............................

355 Nasal decongestants: Ornade ..........-.
370 Dermatological preparations antIpruritics:

Violorm w/hydrocortisone.
435 Diuretics, bentothiazides:

flydro Dluril-KA ....................

Esidrix.K ...........................
Naturetin W K .......................

Endo ............ ....
Robins ....... ........

Burroughs Wellcome ........
Lilly .......................
Sandoz ......................

Warner-Chilcott .............

Riker .......................Wiget h ............. I ........
Lilly.......................

Roche .......................

Squibb ...................
Uplohn ..................
Werle .....................'Up john .....................

Lidefle .... & ................
Pfiter...................
....do......................

Burroughs Wellcome ........
..... do......................

uibb ......................
Pitman-Moore ...............

Dorsey ......................
Lilly .......................

Gelgy ......................

Roerig ......................
......do.....................

Smith Kline French .........
Strasenburgb ...........
Wallace .....................
Warner.Chllcott .............

Merck Sharp Dohme ........
..... d0......................
Cibs ........................

Smith Kline French .........
Robins.....................
Dorsey ......................
Bristol ......................

..... do ......d.................
Pitman.Moore ...............

..... do .....................
Robins .....................
Burroughs ..................
Wellcome ....................

Wyeth .....................
Parke Davis ................
Wyeth ......................
Parke, Davis ..........
Strasenburgh ...............
Wyeth ................
Endo .................
Robins ..................
Endo .......................
Smith Kline French .......
Cibs ........................

Merck, Sharp & Dohmf
Division,

Clbs ........................
Squibb ......................

1951
1955

19532
1960
1957
1960

19581964
1967
1962

1958

1960
1967
1958

1958
Im4

1960
lo1
1958

195
195

1907

19

1957

1958

1957
1954

Im0

19o91968

198

1959
1960

1962
1960

1952

1954
1957
1962
1958

I1954

1948

1980

1960
1980 ................................................................I
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900 lea4fng d ue~I~pg~d,

(B3) COMBINATION D utn6O
: (* I -

'.Tl.Year UP. .NF NNDProduct name . Nap rer - Intro- XVlII 198t
dooed,

450 Earpreparatn: Aufaln ............ . y t...... 1. .... ........ ....... . . ...........
470 Eyereparations (ophthalmlo):

eo-Decadron .................... erck Sharp & Dobus..... 195 .............
ZIncirtn............................... ..oon. . ..

45 Gastrointestinal preparations. antacids "ore"
plIn:

Maalox ..................... ... Rorer ............. ......... .. .
M .lanta...........................Stuart ............... 191

495 Oastrolntestinal, preprations, antidlar.
rheals and intestinal absorbent:

Donnagel.PG. ............. Rn...... ..... 190 .....
Pa ego .................... .......... ............... ........ ..

6o Gstro tinl 'prepatatons antispas-
modics and aZtic,-olonergc:

Donnatal .............................. Robins.................................
Bentyl w/Penobarbital ................ Merrell ............... 1954....... ......

W5 Gastrointestinal preparations antipas-
modics and antlchounerglcs combina-
tions:

Ltbraz... ............... Roche.................. 191 ...... .
Combid.,....; ...... ......... Smith KlneFrench.,. 19 7

53 Hiematlnlcs with vitamins: /soon..... Llly ............ .... 1963 . .....
615 Hormones corticolds plain: Neo-Cortef..... Upjohn ............... 1954...... ...
620 Hormones cortlcoids analgesio combina. Merck Sharp Dobme ...... 1960 .... ......

tons: Deocageslo.
675 Hormones progesterones-estrogens combi.

nation:
Enovid ................................ Seale 1957 ..... ...... X
Ortho-Novum ................ O......... Otho. .......... X
Enovid.E...................Bearle................1I64....... ......

710 Muscle relaxants general: Robailsal...... Robins ..................... 1960 ........
750 Psychostimulants:,Dexamyl .......... Smith Kline French ........ 1950 ...........
760 Sedatives and hypnotics babiturates:

uinal ..................... Li ..........................
Carbrtl .......................... Park, Davis.............. ............

PROPOSED AMENDMENT OF SsxmON 1801 (t)

The term "drugs" and the term "biologicals" include only such drugs and
biologicals as are ordered or prescribed by attending physicians for the care and
treatment of patients and which may lawfully be introduced intointerstate com-
merce under the Federal Food, Drug, and Cosmetic Act,

The CHAMIMAN. Thank you very much, Dr. Smith.
Any questions?
Senator ANDO. In your statement you deal with this question

of reasonable costs. How do you know that something isn't a valid
drug? You mention the costs of a drug the physician maybe allowed
to prescribe. This bill doesn't say it all, does it? It says if he does
prescribe something the cost of that shall be reasonable. How do you
twist it around?

Dr. SmiTx. It is a question of interprettiot, Senator.
Senator ANDERSON. Well, it is in the English language and it is

fairly plain, isn't it ?
Dr.. ne. We believe that if this wording remains that an inter-

pretation of the reasonable costs could be extended in several direc-
tions. One direction wold mean there would be an unfortunate
limitation Of the drugs that are available.

Senator ANDERSON. Where did you find that in the bill? Reason-
able costs of such services. ,

Dr. SmrrH. Asmightie rendered.
Senator ANDPRSON. Yes. They say; he 'sliall decide whether to

operate on the man or give him gas.
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Dr. Smi. No, the concern that bothers us, SenatQr, as in other
countries when there has been a'question of costs arising there have
been limitations, on the kind of services, the kind of products that
could be made available.

Senator AiDERSN. Undei language such as this?
Dr. SMITH. We think this is possible.
Senator ANmDrsoN. No, no. Has it happened under language such

as this?
Dr. SmTH. This, I cannot say.
Senator ANDoRoN. Don't you think you should be able to say it

beforeyou test to that?
Dr. mI_. I can only tell you what the experience has been, as I

understand it and others understand it elsewhere. I do not know the
exact wording of these, although I can say this is available from a
number of sources ranging from World Medical Association records
to elsewhere.

Senator ANDmSON. Could you submit some of those records show-
ing they have eliminated drugs under language such as this?

Dr. Surr. Well, we can attempt to get langua that effects the
distribution, the availability, of drugs, and then if you would wish,
sir, and try to relate that to the language as it reads here and to' the
fears that we hold in this kind of language.

Senator ANDERSON. I can't find where you can put that interpreta-
tion on it at-all. It says, "shall be the reasonable costs of such serv-
ices." It doesn't say they can distinguish between services. - Let me
give you a personal example." When I go, into a hospital they make
me take insulin from a nurse, I have been giving myself insulin for
25 years, I can do it reasonably well and to my satisfaction. When
I go to a hospital they charge $2 to give me a shot and since I take
four shots in a day, that is $8; because that looked to be high would
you say they would say I couldn't-have insulin any'longer? Do you
think that is possible?

Dr'. Smrr. No-
Senator ANDE.RSON, I don't, either.
Dr. SMITu. I wouId .ay that thre is a possibility that they might

substitute, want to substitute something else for this.
Senator ANDERSON. Substitute what?
Dr. SMITH. Some of the oral preparations fiat are available tWay.
Senator ANDERSON. You mean they wouldn't have to find out

whether I react properly to oralm
Dr. S.4m. No.
Senator ANDERSON. My doctor does.
Dr. SMirT. Yes.
Senator ANDERSON. Why would they not do that?
Dr. SMITH. That is what we are trying to do, guarantee the right

of the physician to make a decision.
Senator ANwDERsoN. How can you suggest anything plainer than

that? Can you suggest any language? iReasonable costs of such serv-
ices, not some fanciful services.

Dr. SxrffH. I think we have in our full statement.
Senator ANmDEoN. You quoted a part of the House report.. Would

you mind if the rest of the House report went in ?
Dr. Smrm. I am sorry, I didn'thear you.

766
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Senator ANDEsON. You quoted a portion of the- House report.
Would you mind if the other paragraph went in?

Dr. SiMITH. No.
Senator AwimsOl (reading):
The appropriate basis of payments for hepiltal services when payment is made

by public or private agenoles has been the iiubJect of extended and painstaking
consideration for more than a decade. Governing, principles have been deter-
mined which have attained a large measure:of agreement, It'is the intent of the
bill that in framing regulations full advantage shall be taken of experience of
private agencies In order that rates Of payment to hospitals may be both'fair to
the instltutlon,'to the*contributors, or to the hospital Insurance trust funds, and
to other patients. In framing the regulations the Secretary arid his staff shall con-
sult.with the organizations that have developed these principles as well as the
associations of provI4erseof prices.

That is what the House said WVas the- *puwose of this. You seem to
think it is the purpose to cut off scmebody~s treatment. j cae n't find
the language at all and if you can find it in the bill I wish you Would
submit it f6r the record at sometime. This does't say it. This says
just the reverse., MY

Dr. SMiTH. We wen'eut iuplyn that -the bill intends this. Wewere expressing the fear that under U 4is wordm i this onepartular
sentence this cutoff could occur. We hope that therecord will support
your-intent that there should be no interference in the physician-patient
relationship.

Senator ANDFRSoN. And I find nothing in the bill that does that.
Can oufind it?
Dr. MrrH. Well, we think that this wording may raise this pos-

sibility in the future and that is why we are directing attention to it.
Senator ANDERSON. And this is all you find that does that.
Dr. KL-MpI. The other provision, 1861(t) interferes with the prac

tico of medicine in: that it prescribes a limited group of drugs that may
be used under the provisions of this bill in the practice of medicine.

In other words, it says to the doctors the tools "that ou Use for the
treatment of disease shall be only -these tools and not tie others."

In my opinion that is an interference with the practice of medicine.
Senator ANDERSON. You think that is bad?
Dr. KLuJmPP. Yes, sir; very bad.
Senator ANDERsoN. You would condemn the board of health of any

State that did it, wouldn't you?
I)r. KLuMPP. I think that as a matter of basic principle Federal

legislation has no business in interfering with the prerogatives of
physicians in determining what those physicians shall be and what
they shall use in the treatment of disease.

senator ANDE1-ON. What is your home State, may I ask?
Dr. KLUmilP. New York State.
Senator ANDERsoN. Well, let me just say this, in your statement you

do( get into this question of the requirements that the drug be included
in a compendium of approved drugs, to be approved by hospital com-
mittees to be paid for as made available.

Would it set Ip unworkable harriers to physicians would you saymedical care for 1lue Cross patients, is inferior, i illinos or other
States where drugs listed in t1ie U.S. Pharmacopoeia are paid for and
only those?
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Dr. KLvM'Pm . Well, Mr Senator, I. think that any provision in any
law that ties the hands of physicians in what they may use is wrong,
as a basic principle.

Senator ANDmRsoN. I don't know what this list is that. was sub-
mitted, maybe Dr. Smith can explain what this list is here. I am very
interested in it. What is the purpose of this list that you submitted
This long list of 200 leading drugs.

Dr. SXMI. These are the 20) drugs most frequently prescribed in
the Uited States by physicianin' 1964. The purpose of submitting
it was to indicate how many drugs would not be included under the
present wording of the bill..

Senator ANDzsoN. And it is your testimony then, that these' drugs
that are listed on this list are excluded under the bill ?

Dr. SmrrI. Ninety-one of them are.
Senator AimD ozi. Well, how do we know which ones then You

have ati easy figure, 91, you might just as well have said 150. How
many'are excluded? I look at this one in your statement. I don't know
what the first word means, after Ataraxics, I have had doctors prescribe
for me Equanil, I took some of it the other morning with the American
Medical Association testimony where they insisted that no doctors had
anything to do with the framing of the King-Anderson bill or the
Javits bill Which was completely dishonest. Then there is Miltown,
MNeprobamate.

Do the'doctors that give me Equanil violate the law?
Dr. SxnrrH. I am sorry. I cannot hear you.
Senator ANDERSON. Do the doctors that give me Equanil, do they

violate the law when they give me Equanil?
Dr. Smnri. No.
Senator ANDERSON. Would they if this bill paeedI Is it your

testimony that the heart specialist couldn't prescribe Equanil for me
if he wished and get paid for it?

Dr. Smnri. He could now simply because Miltown is going to be
in the National Formulary for 1965 edition but if it were not in the
1965 edition or in the U.S. Pharmacopoeia or not recognized by a
therapeutic formulary committee in a hospital, it would not be
covered.

Senator ANDERSOx. But it is. If Columbus had not discovered
America he would n't have been here.

Dr. Smrz. At the moment Miltown is.
Senator ANDERSON. Yes, I see Serpasil and Peritrate, all of them

are sitting on the dresser in my home.
Are these to be not prescribed, is that your testimony ?
Dr. SmrH. We don't know what would be in the compendia by

the time the bill is enacted. We can only speak about what is there
now.

Senator ANDERSON. I say Illinois struggles along on it.
Now, there is a State called Virginia, in Virginia only drugs listed

in the U.S. Pharmacopoeia and national Formulary new and non-
official drugs are covered by Blue Cross.

Would you say the practice of medicine in Virginia is poor?
Dr. S~mTu. I have high respect for the practice of medicine in

Virginia.
Senator ANDRSON. Well, they are following what would be in the

bill.
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Is that so bad then f
Dr. KLumPP. Mr. Chairman, in my opinion, I would not say that

the practice of medicine in Virginia is poor. I happen to also be a
resident of Charlottesville, Va. The practice of medicine there is at
a very high level. But with respect to:this Specifie provision, there
are imposed on the physicians of Virginia limitatiohs whieh I am
sur the physicians of Virginia object to.

Senator ANDERS0M. When did you go atnd ask that they be removed
officially? When did the medical association take any stand on this
officially?

Dr. ILU uPP. I can't tell you specifically.
Senator ADrEmSoN. Have you over participated in a movement to

get that restriction removed ?
Dr. KLmoP. I think so.
Senator ANDRSON. In- Virginia I
Dr. K ,mrPP. I don't know about Virginia.
Senator Awnr.Pox. 'I said have you?
Dr. KL mPP. Pardon me.
Senator ANDZm ON. Have you as an individual ever tried to get this

removed in Virgiia .
Dr. KLumm. No, sir.
Senator ANlqSmlow. No.
Now, the State of Louisiana; is the State of Louiriiana backward?

Only those drugs in the Pharmacopoeia and Nationul Formulary are
covered.

Dr. KLurmp. Mr. Chairman, I would like to ask a broad question.
Senator ANDMsoN. Surely because these States can live with the

same language that is in this bill and you say it is going to limit physi-
cians.

Dr. KLusrPP. They are not living insofar as making available to the
physicians all the tools that they want to use and sometimes need to
use.

Senator AOERsox. Are you limited in the State of Virginia?
Dr. KTUMPP. I thought I mentioned I am a resident of New York.

I have a farm in Charlottesville.
Senator ANDrnsoN. Charlottesville. Well, if you did practice in

Charlottesville, would you be limited because of this?
Dr. KTurPP. Yes, sir; very definitely.
Senator ANDrS. oN. Isn't it strange that doctors of Virginia don't,

seem to feel so bad about it?
Dr. KLUMPP. I am not sure that that is so.
Senator AND.R ON. All right.
You say Dr. Smith, that restrictions such as are in the bill have no

demonstrable place in good medicine.
Am you ready to acknowledge the authority of the Joint Committee

of Accreditation of Hospitals which requires that the hospitals accredi-
tation meet the standards cited by USP or the National Formulary.
It doesn't do that? I

Dr. SMrru. No.
Senator ANDERSON. Then the Joint Commission on Accreditation of

Hospitals doesn't require for a hospital's accreditation that its dnigs
meet the standards established by USP and NFP for drugs?
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Mr. STWMR . It is one of the things they look at when they investi..
gate a hospital. It is not a requirement to accreditation.

Senator ANDERSON. It isn't in the standards?
Mr. STE im. It is not a requirement for accreditation.
Senator ANvDEsoN. This 16 put out by the American Hospital As.

*sociation. You dispute it then
Mr. STETLER. I would like to see the wording., I am confident it is

not a requirement. It is one of the things they check. It is one of
the things they recommend and that they look for but accreditation per
so is not based or denied on that point.

Senator ANDERSON. I don't suppose accreditation is based on one ex-
clusive point but one of the standards they use is whether or not these
drugs meet thwie standards and we put it in the bill and you say that
is bad. I

(The following letter, relating to this question and a pertinent page
from the standard survey report of the Joint Commission on Accredi-
tation of Hospitals, were subsequently submitted by Senator Anderson
for the record.)

KENNETH B. BABCOOK, M.D., HOSPITAL CONSULTANT,
Fort Lauderdale, Fla., May 14, 1965.

Hon. CLINTON ANDERSON,
U.S. Senate, Waehfngton, D.A.

DAR SENATOR ANDERSON: I've been asked to write to you concerning one of the
rules of the Joint Commission on Accreditation of Hospitals. It concerns the
use of drugs.

As identification, I am the former director of the commission and am Still,
at present, an active consultant to them.

The commission specifically, when it surveys hospitals, asks the question,
"Do you use only drugs found In the United States Pharmacopoeia, the National
Formulary, and New and Non-Official Drugs?" If the answer Is "No" the hos-
pital is downgraded in the marking of the examiner.

Of Itself this would not necessarily mean nonaccreditation. But, If there
were several other discrepancies found with it, then the hospital might well lose
Its accreditation. Let me put It this way. We grade or mark very similar
to high schools and colleges. One mistake does not flunk a student but it does
lower his grade. Enough mistakes could mean a nonpasslug grade. We de-
finitely feel the item in question Is an important one In our overall examination.

Accompanying this letter is a blank copy of the grading form used by our
surveyors. I have marked the area In question.

Mr. Kenneth Williamson of the Washington Bureau of the American Hospital
Association asked me to write this information to you.

Sincerely, KNx~wrE B. BABCOcK, OnUUItn.

PHARMACY AND DRUG" CONTROL
1. The location of the pharmacy or drug room Is syllable. Yes .. - NO.
2. It Is adequately *supplied with olT€clal rreporations. Ye;-. .... .o,..----,No.
3. There is evidence of control in the operotons of lhe drug oom. Yet . o-6..... -
4. If there Is a pharmacy there is evidence of control In he absence of the pharmacIst.

Y*$- No- __.

5. Only U.S.P., N.F., or N.N.O. q.olity preparations ore tred. Yes_ =
4. NorcolIcs, hypnolics, and olkohol ore handled under properly controlled condillons.

Floor supplies of these d!vgt ore properly controled. Y*$- - No -
7. There ore policies estoblished and enforced to Lontrol the odminitratlon cA dangerous and toxic drugs.

N. No
N. P. F.
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Dr. KLUMPP. Mr. Chairman there is a more fundamental objec-
tion, it seems to me. Obvious the intent of 1861(t) is to control
costs, and we recognize that goodhousekeeping on the part of the Fed-
eral Government makes it desirable to do that. But to try to control
costs by limiting 'the physician in what--in the tools that he may
use is the wrong way to do it.

Senator ANDERSON. Do you have faith inBlue Cross as an organiza-
tion?

Dr. KLUMPP. Pardon me, sir?
Senator ANDERSON. Do you have faith in Blue Cross as an organiza-

tion?
Dr. KLUTMPP. I am a member of Blue Cross.
Senator ANDERSON. Does Blue Cross allow payment of drugs 0n this

list in Illinois ?
Mr. STm' . I think the answer to that, Senator is that it varies

from State to State. They have different rules and requirements in
different States.

Senator ANDE s ON. Well, in the State of Illinois except Winnebago
County, according to this Blue Cross guide which may not be authori-
tative according to the American Medical Association, it provides for
all drugs, biologicals, and solutions except blood plasma and other
human blood derivatives which are listed in the United States Pharma-
co poeia or other official formularies at the time of admission.

You say that is a bad provision ?
Mr. ST L . I believe, and I am not absolutely sure, but I believe

that in operation-reimbursement is made under. Blue'Cross in Illinois
for combination products which would not be included in that
definition.

Senator ANDiRsoi. Now, in Louisiana they have much the same
thing and it says cost. of all drugs, medicines, and serums except. blood
and blood plasna listed in the United States Pharmacopoeia and Na-
tional Formulary specially ordered by the attending physician and
furnished by the hospital. 4

You think that is a bad provision ?
Mr. STP LER. I think if in actual operation they apply Chat very

strictly then they do limit their reimbursement, to only about 50 per-
cent of the drugs that, are normally prescribed. I have a feeling, how-
ever, that they do not apply the letter of that. requirement.

Senator ADrRSON. You don't. think Blue Cross lives up to what
it smys?
Mr. STTLER. I think Blue Cross in operation does reimburse for

combination drugs and they would not be accommodated by that
definition.,

Senator ANDERSON. If Blue Cross (lid testify that they live up to
this would you withdraw your objection to this section o the bill?
Mr. S, rnE.R No, sir.
Senator WILLIAMS. Doctor, as I understand your testimony in con-

nection with this list of 200 drugs, assuming this bill is pasel there
would still be nothing in the law that would prohibit you from pre-
scribing any of those drugs but, it would merely mean that on the 91
which were not included the patient, could not. be paid under this bill.

Dr. Ssrri. Yes.
Senator WILL A S. The patient would have to pay for it on his own

on the side or the physician would not he allowed to prescribe it?
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Dr. SMITH. That is right.
Senator WMLIAms. That is my understanding.
Dr. SITH. Yes.
Senator WILIJ*[a8s. In connection with the term "drqgs," an earlier

witness has suggested this amendment and I am just going to read it
to you and see if you would care to comment on this proposed amend-
ment. It is not minebut suggested earlier.

The term "drugs" and the term "biologicals" include only such drugs and
biologicals as are ordered or prescribed by attending physicians for the care and
treatment of patients and which may lawfully be introduced into interstate
commerce under the Federal Food, Drug, and Cosmetics Act.

Areyou familiar with that amendment which was suggested earlier?
Dr. SmlTH. No, I am not, Senator.
Senator WILIAMS. Would you care to comment on it ?
Dr. Surrr. As I heard it read it would sound to me as if it would

provide for freedom of choice for the physician according to the needs
of the patient.

Senator WrLLIAMS. Well, the amendment has been in the record
before and I will see that it is in.

Would you check it and would you care to give us your comments
just for the benefit of the committee?

Dr. Srrm. Yes.
Senator WMLIAMS. Thank you.
Dr. SMrrT. I might say this, as we understand it here we certainly

would support this kind of an approach. We wouldn't want any mis-
understanding about that.

Senator C-wrrm. Do we hye need to clarify two problems here, in
deciding what some bureau night at some future date interpret to
mean reasonable costs? One problem is if the physician has absolute
freedom to prescribe the drug that he thinks is best, that that particular
drug be furnished without excessive profits. You would agree that
would be a satisfactory objective ?

Dr. SMrm. Yes.
Senator Curns. Now, on the other hand, if the interpretation would

ever develop where there is a drug that does the patient some good, or
it does most patients, its cost is rather much, but there may be a rare
drug or a new drug or a drug that is very expensive to manufacture
available that under the most favorable circumstances would be exceed-ingly expensive, you do not want the requirement for reasonableness
of cost to prevent the physician from using that very expensive drug
if that is what is best for the patient, is that right ?

Dr. S2rnr. This is so, Senator. We feel that the physician should
be educated to use what is best and certainly locally he can determine
what is most reasonable in costs to meet the needs o the patient in the
program. But if there is a need existing for the patient then the
physician should be able to provide it. It is true as was pointed out
earlier, that someone could pay for it even though it is not included in
the list but our feeling has been from the beginning and still is this is
an arbitrary decision to make. It would divide people who are 65 and
over into two classes of citizens, those under medicare and those who
aren't, and it would also vary greatly from one area of the country to
another because of local pracic'tes. '
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Senator CuRTis. I have in my files in. my office a most interesting
case relating to a World War II veteran, in a veterans' hospital. He
was suffering from an ailment and his family had been advised he was
going to die, it was just a matter of timo. A new drug appeared.
The physicians in the veterans' hospital were aware of this discovery
and of its value and the probability that it would bring recovery. But
under the regulations, of the Veterans' Administration they could not
prescribe it, and in this particular case they informed the veteran and
his family even though they were people of modest means, they said
secure the drug. It rescued this young man from death. He is an
active farmer today, and I will say this for the Veterans' Administra-
tion retroactively they supported a legislative proposal of mine that
went back and made it possible to reimburse this veteran for this very
expensive drug.

Does that somewhat illustrate what youihave in mind when you say
you have to be tied to a published list?

Dr. SmiTH. Exactly Senator
Dr. KLumPp. Exactly.
Dr. SmITH. An excellent illustration.
Senator Cumns. Now, are the words in here, do you have -161(t)

before you I It says the term "drugs" and the drugs, biological ex-
cept for the purpose of subsection (hi) (5) of this section included only
such drugs and- biologicals respectively as are included in the U.S.
Pharmacopoeia or the National Formulary or in new or accepted
dental remedies-in new drugs or accepted efital remedies except any
drugs and biologicals unfavorably evaluated there,' or as are approved
by the pharmacy and drug therapeutics committee or equivalent com-
mittee of the medical staff of the hospital furnishing the drug.

Do you feel you are given adequate leeway h the doctor is given
adequate leeway in there by the words "new Arugs or accepted dental
remedies" ?

Dr. Surm. No.
Senator Cugn's. Why not ?
Dr. Smrrm. Because they are not all inclusive.
Senator Cuwrm. I see.
Dr. SmTH. As explained in the Various pages here, there are limi-

tations imposed on the admission of drugs to these various compendia.
Furthermore, only about, well, one-sixth of hospitals have active

formulary or therapeutic committees.
Senator CURTIS. Under this language, now it is pretty hazy, does

the new drug have to be one approved bythe hospital committee I
Dr. Smi. Well, new drugs as of what p
Senator OURs. What is that?
Dr. SMrm. The "New Drugs" you are referring to is a book that

is coming out from the Council on Drugs of the AMA.
Senator Cumws. I have no idea.
Dr. S rI. It is a book.
Senator CuRTIS. That is a book.
Dr. SmnTH. Yes.
Senator Currs. "New Drugs" or "Accepted Dental Remedies."
Dr. 53iTH. Yes, sir; these are books.
Senator Cumns. I will ask you this and I don't want to drag this

on for a long time, we have other witnesses here.
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W:Was there ever a time in the history of, medicine, when unusual med-
icines were available to the extent they are now, way ahead of any
publication list even though it has been revised recently 

Dr. Sm=. Yes; many examples. . .
Senator CURTIS. That is one of the situations that we must con-

sider.
Dr. SmrrH. Yes.
Dr. KLuMPP. Mr. Senator, may I illustrate that ?
New'drugs and new discoveries are emerging from our laboratories

constantly. Let us assume, for-instance, that a new drug that could
takecare of a coronary heart atta& were released and made available.
It takes a long time for these compendia to go' through the procedure
of having 'them included. It takes a time 'for hospital formulary
committees, where they exist, and we have shown that they exist in
only one out of seven hospitals.

_In the meantime, people are dying because"the hospitals and the
doctors are unwilli to use these new preparations because they are
not reimbursed for them, and this is the issue here. But more impor-
tant than that is this basic issue that you should not limit the practice
of medicine, the tools available tothe physicians, in order to cut costs.

Senator Cu s. In other words, to put it i a nutshell it amounts
to this: If reasonable costs have any chance of affecting the selection
of the drug thenit is bad.

Dr. KLtmPP. Yes sir.
Senator Cwrris. if it is solely within the framework that whatever

is selected the system isn't gag A in price, then it is all right, is that
your position ?

Dr. KLrUMP. Yes, sir.
Senator Cuwrs.That is all.
Senator ANDERSON. Can I ask one more question.
You referred again to the question of Senator Curtis that one in

seven hospitals have these committees. Will you state for the record
whether a majority of patients in the hospitals are in hospitals having
these committees on new drugs, and so forth?

Aren't the overwhelming proportion of hospital patients in hospitals
with a functioning organization of some kind to approve drugs for use
in a hospital.

Dr. S9rn. I can't give you an exact figure, Senator, I think we can
give you that information.
Senator ANDERSON. I wish you would supply it because the record

we have shows an overwhelming majority of them are that type pa-
tient, not one in seven.

Dr. SMtITr. I think that it is contrary to that, but we wil) aet the
information for you, Senator.

Senator ANDERSON. Thank you.
(The information referred to follows:)

PHARMACEUTICAL ANUFACTURERs ASSOCIATION,
Washinglon, D.C., Mal 17, 1965.

Hon. HARRY F. BYRD,
Chairman, Senate Finance Commfttee,
U.S. Senate, Washington, D.C.
DEAR MR. CHAIRMAN: During our appearance before your committee May 13,

certain questions were raised concerning which we promised to supply 1dd-
tional Information.

774



SOCIAL SECURITY 775

The first dealt with the accuracy of Senator Anderson's statement that phar-
inacy and therapeutics committees are extant in the majority of the larger hos-
pitals and that the majority of beneficiaries under H.R. 6675 could expect to be
hospitalized in such institutions.

This statement is illustrative of the problem our testimony attempts to em-
phasize and remedy. It is literally true thatt about 50 percent of the larger hos-
pitals, those with 100 or more beds, have drug committees that meet once a year
or more. In those hospitals, that is, about half of the larger hospitals, the drug
committees could broaden the assortment of drugs to be provided under section
1861(t) to give the elderly the same drugs that are available to other patients.
This simply means the elderly in larger hospitals would have something on the
order of a 50-50 chance of getting all the drugs they deserve.

A much lower percentage of hospitals with fewer than 100 beds have thera-
peutic committees.

It is important in this connection to recognize that the smaller hospital is not,
as some might contend, of minor importance in the Nation's health care. Of the
7,004 hospitals in the United States, a 1964 American Hospital Association survey
shows that 4,080 have fewer than 100 beds each. Those smaller hospitals had a
total of 8,758,644 admissions in 1963, the AHA survey shows.

We submit that institutions that numerous, offering that many beds, caring for
so many millions of illnesses each ydar, are not to be passed off as unimportant.
The most current information we have discovered concerning the availability of
pharmacy and therapeutics committees in these smaller institutions is found in
a report on a Government-financed study conducted by the American Society of
Hospital Pharmacists, published last year. It states: "Among the short-term
hospitals with less than 100 beds the percentage having committees decreases
sharply from 37 percent In hospitals with 50 to 99 beds to 4 percent in hospitals
with less than 25 beds."

Thus it is patently clear that in the vast majority of smaller hospitals, the
drugs available under section 1861(t) will be limited to those listed in the cited
compendiums since no therapeutic committee exists. In effect, then, thousands of
older patients hospitalized in community and rural hospitals near their homes are
going to be penalized as regards drugs to be covered, on the grounds they happen
to live away from the greatmetropolitan centers.

Senator Anderson's second comment on which we would offer our further view
has to do with restrictions in certain State Blue Cross contracts that are similar
in wording to the present section 1861(t). We believe it is true that such re-
strictions do appear in some Blue Cross contracts; and, especially in light of the
facts presented in the firit part of this letter, it is reasonable to ask why, if this
kind of language is troublesome, few serious objections have been raised to them.

We believe the reason lies in the economic, rather than medical, basis for such
contract limitations. In presenting bills for payment, hospital contractees under
Blue Cross do not normally Itemize the drugs dispensed or administered; they
merely indicate the pharmacy charges for each payment. Indeed, it is our un-
derstanding from conversations with Blue Cross representatives that only when
an exceptionally high pharmacy bill is presented, and there is a subsequent in-
quiry to learn the basis for the bill, does Blue Cross-normally learn what drugs
are involved in a given case.

Obviously then, Blue Cross is not often in a position to know whether drugs
it pays for are'restricted to the ones listed in the various compendiums. Bearing
in mind that in practice the contract language is intended largely as an economic
tool, it is clear the plans do not really care, if the cost is within customary bounds
and all other factors remain equal.

We understand further that when Blue Cross does find an uncommonly high
pharmacy charge for a given patient, it seeks the advice of the hospital drug
committee (if there is one) before refusing to render payment, in order to learn
the medical justification for the therapy.

In any event, it is apparent that Blue Cross hospitals regularly administer, and
Blue Cross regularly pays for, drugs that are not in the compendiums. We think
this fact lends further support to our contention that restrictive language such
as is in section 1861 (t) Is impractical and will, if Blue Cross is any example, not
be observed.

The only other comment I would like to add for the record is to restate the
support of the Pharmaceutical Manufacturers Association for the language read
by Senator Williams as a substitute for the present wording of section 1801(t).
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Mr. Chairman, we know this bill cannot meet'every circumstance of every aged
patient. But as we have tried to show in our testimony and here, there is no
need for it to fail to meet the reasonable needs of many thousands of people, as
it now does, for lack of a recognition of the facts of hospital life as they are.
We sincerely hope your committee will make a reasonable modification of its
language along the lines we have suggested.

We shall, of course, be rcOdy to comment further if that is desired.
Cordially,

AUSTIN SMITH, M.D.

Dr. XKrum-Pr. But, Mr. Senator, the principle here, what you are
propounding, it seems to me, is that it is all right for the majority
but those poor devils who happen to be in these few hospitals or in hos.
pitals that are not covered by formularies we aren't worried about
them. In medicine we are worried about every single patient whether
he is in a large hospital, with a large population that has a formulary
committee, we are worried about the ones who are in the smaller hos-
pitals that don't have formulary committees just as much. Life is too
precious to deal with majority votes.-. Senator AwDmSON. Well am sure we are all agreeable with that
but when you can't get to them and ou do have a majority that can
be served,, why not serve theml Why refuse to serve them? Why
recognize thesituation?. You are the ones bringing out the figure that
only one in seven has such a committee. I say the majority of people
in hospitals are served by such a committee and I would be happy to
see you introduce evidence tfocontradict that, 
Dr. KLUmPp. But we are concerned with the minority as well as the

majority.
Senator AwD wisoi. Well I have read some statements from the

American Medical Association about the need for health service that
would not agree with that conclusion.

You are talking about people who are poor and the American Medi-
cal Association has been saying for a long time no such thing exists.

The CHA9AMAW. Any further questions ?•
Senator Dirksen f
Senator DmxSPN. Mr. Chairman, I would just like to know what

the fuss is all about. I am sorry, I was before another committee that
I couldn't get here. But for a matter of about 3 years or mor0 the so-
called Kefauver committee went into this drug business at great
length. I was a member of the committee, and I guess I atendeKl
nearly every hearing we ever had. I finally emerged as the whipping
boy because I had a few kind this to say about the pharmaceutical
industry and they thought I was something of an ogre at the time.
There was so much test ony presented that certainly didn't stand up
in the light of day, that I thought they ought to have a fair shake in an
open forum. I lad no timidity about standing up for what I felt was
a great industry that has done such a job for the American people.

There isn't anything comparable anywhere in the world, and I guess
our thanks is that some of these foreign countries swipe your patents
today, and some of them had to be indicted for it.

But whatever the record shows; Mr, Smith, I just want to say, after
going through 3 years of hearigs and then having to go through this
so-called monopoly business with respect to Latin AmeriHa-where we
fnally got those subpenas quashed aid 'they should be quashed'-I just
want to salute the drug industry for the great job they ave done, and
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I don't believe you have ever asked for too much when you have come
before any committee where I ever sat.

And I just want to. assure you if you have amendutory language
for this bill, it is going to receive considered attention when we come
up to the markup phase.

Dr. KLumPP. Thank you very much.
Senator DmSEN. That is all, Mr. Chairman.
The CHAMMAN. Thank you very much Dr Smith.
The Chair announces that Mr. Howard W. Habermeyer, Chairman

of the Railroad Retirement Board and Mr. Lester P. Schoene, repre-
senting the Railway Labor Executives Association, who werti Ehed-
uled to testify today have submitted written statements in lieu. of
appearing. Their statements will be placed in the record at this
time.

(The statements referred to follow:)

STATEMENT OF HOWARD W. HABDBMEYEB, CHAIRMAN, RmuIoAD RzIaEL= NT
BoARD

Mr. Chairman and VVeX committee, my name Is Howard W.
Habermeyer, and Chairman of road Retirement Board, I have
been associa th the Board since May , 9360, and I have been Chairman
of the o ce November 26, 1956.

1am g this statement in behalf of the B rd in support of Scuator
Dougla amendments No. 178 . 6675. These endmente world restore
to th allroad Retirement B ard t riediction p vided for It In H.R. 1

and er ill 6io hc itel mne benefits r raload employees.
Un the am eits ad ted, a Insurance gram for railroad
e loyees 4 be a or to e rst time, as part of the social

you know,
Insurance program for th rail In ustry. s program began

the middle tblir in ct I I ption tedates e social security
program. raliro e 'entdi 111ty, a survive benefit program
taresii t 0 pr oadese ce credita rovide the basis
(for ben ,n exclud from the opera-ion ofei ASDl. As rtant to note that un er HR. 6675, as
Well as un er a Doug dments No. 178, the bt to hospital

uranee efis f llroa m el dependents d survivors is
utingent ti te el III person r beneatets der the Railroad
tirement s dete e rad Re ent B
nder the law now in there consider le coord. at]on between the

ral ad retirement e a lal a rIty s me whi i implemented' in
the Inistrattonc6f the two p . example, onthly survivor bene-

t a payable onl- r one r the of the tw systems based on com-
bined to. Where th ees has less than 10 ears of railroad service
credits a is retirement or death, his railroads ce credits are treated for
benefit pu es as social sF r, under the social security
minimum gpa ee provision contained in the Iroad Retirement Act, monthly
benefits can bc no than 110 percent a amount, or the additional amount,
that would be payable -d Security Act If the employee's railroad
service had been employment subject to the Social Security Act. Moreover,
there is by law a provi~on for fluancial interchange between the two systems
which assures that the social security system would neither gain nor lose
from - the separate existence of the railroad retiremkent- system.

Since 1961, when administration supported efforts to obtain a hospital benefits
program began, the principal bills to' establish the program, except H.R. 6675,
hive provided for Board jurisdiction over hospital Insnrance benefits for railroad
retirement beneficiaries. Provisions for the Board's jurisdiction of the program
as It relates to railroad retirement Veneflciarles were included In H.R, 4222 and
S. 009 in 1961, in H.R. 820 and S. 880 In 1068 and ih the bill H.R. 11865 as
passed by the Senate on September 8, 1964. The bill H.R. 1, Introduced lit this
session, which was succeeded by H.R.'6675, also Included such provisions as does
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the bill S. 1. Both the present and past administrations have favored Juris.
diction of the Board over the hospital benefits program as it-relates to railroad
people, and the Department of Health, Education, and Welfare has always been
fully in accord with this. Just recently, the Department of Health, Education,
and Welfare informed me that it has no objection to Senator Douglas' amend.
meant No. 178. As stated by Secretary Celebrezze in his testimony in support
of H.R. 3920, 88th Congress, 1st session, and H.R. 11805, 88th Congress, 2d
session:

"As in the case of other benefits under the social security system, overall re-
sponsibility for administration of the hospital and related benefits would rest
with the Secretary of Health, Education, and Welfare. Similar responsibility
for railroad retirement annuitants rests with the Railroad Retirement Board.
Agreements by hospitals and other providers with the Secretary would be made
on behalf of both the Secretary and the Board."

In contemplation of the Board's Jurisdiction over the hospital assurance pro-
gram for railroad employees, there have been discussions between the Board and
the Social Security Administration for coordination between these two agencies
in the administration of this program. As a consequence, agreements have
already been reached which would provide for a close coordination and would
effect an efficient administration of the program.

The American Hospital Association at one time objected to having to deal
with two agencies. When informed, however, of the agreement between the
Board and the Social Security Administration that arrangements with hospitals
and other providers of services would be made only by the Social Security Admin-
istration but on behalf of both agencies, the hospital association formally de-
clared that it no longer had any objection to the program on this basis.

Senator Douglas' amendments No. 178 expressly require that the Board and
Secretary of Health, Education, and Welfare jointly develop procedures to
minimize duplications of requests for payments of service and to assign admin-
istrative functions between them so as to promote the greatest facility, efficiency,
and consistency of administration of the two-programs; and the two agencies
are in agreement that this can and will be done.

These amendments also expressly provide that agreements entered into by the
Secretary with hospitals shall be entered into on behalf of both the Secretary
and the Board. Except for identification of the patient as a railroad beneficiary
the. ordinary hospital or other facility would hardly be aware that the hospital
insurance program for railroad employees is administered by the Railroad Re-
tirement Board.

In view of these circumstances, it is logical and reasonable to restore the
provisions for Jurisdiction of the Board over the hospital insurance program as
it relates to railroad people. It is a firmly established longstanding policy of the
Congress for the Board to have jurisdiction over social insurance programs for
railroad people and the Board has always administered such programs. There is
no Justification for a departure now from this policy and principle as to the
hspital insurance program for the aged.

Senator Douglas' amendments No. 178 restoring Jurisdiction in the Railroad
Retirement Board for the hospital insurance program for railroad employees
would, according to actuarial estimates, cost the railroad retirement system about
$6,700,000 a year. This would result from the fact that railroad employers and
employees would be paying the cost for the hospital insurance benefits on the
present railroad retirement tax base of roughly $5,400 a year instead of on .
tax base equivalent to the newly proposed social security tax base of $5,600 a
year beginning In 1966 and $6,600 beginning With 1971. This loss, however, will
be eliminated as soon as the railroad retirement tax base is increased to an
amount equivalent to the newly proposed social security tax base. There is
ample reason to believe that this loss would only be temporary because, except for
a single relatively short period in the early 1950's the railroad retirement tax
base has always equaled or exceeded the social security tax base. Therefore,
as soon as the railroad retirement tax base is increased to the equivalent of the
social security tax' base (as will moiSt likely be the case) there would no longer
be any loss to the railroad retirement system by reason of the Jurisdiction In
the Railroad Retirement Board over the hospital insurance program as it relates
to railroad employees.

I hope, therefore, that the committee will act favorably on Senator Douglas'
amendments No. 178.
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STATEMENT Op LESTE= P. SOHOENE, ATTORNEY, REPRESEATING THE RAILWAY LAwO0
EXECUTIVES' AssoorATIozi, xN FAVOR or SENATOR DOUOxAs' AMENDMENTS NO. 178
TQ H.R.,6675 OR O A No. 1

Mr. Chairmahi and membeig of the committee, my-name is Lester P. Schoene.
I am a lawyer engaged in the general practice of law' with offices at 1625 K
Street NW., Washington, D.C. This statement is presented on behalf of and as
counsel for the Railway Labor Executives Association, whom I have represented
in these matters for more than 20 years.

The RailwayLabor Executives Associatl6n consists of the chief executives of
some 22 labor organizations. These organizations constitute substantially- all
the standard labor organizations in the country. The following Is a list of the
organizations whose chief executives are affiliated with the association:

American Railways Supervisors' Association.
American Train Dispatchers' Association.
BrotherhoOd of Locomotive Firemen & Enginemen.
Brotherhood of Maintenance-of-Way Employees.
Brotherhood of Railroad Signalmen.
Brotherhood of Railroad Trainmen.
Brotherhood of Railway Carmen of America.
Brotherhood of Railway & Steamship Clerks, Freight Handlers,, Express &

Station Employees.
Brotherhbod of Sleeping Car Porters.
Hotel & Restaurant Employees & Bartenders International Union.
International Brotherhood of Boilermakers, Iron Ship Builders, Black-

smiths, Forgers & Helpersr.
International Brotherhood of Electrical Workers.
International Brotherhood of Firemen & Oilers.
International Organization Masters, Mates & Pilots of America.
National Marine Engineers' Beneficial Association.
Order of Railway Conductors & Brakemen.
Railroad YardmaSters of America.
Railway Employees' Department, AFL-OIO.
Seafarers' International Union of North America.
Sheet Metal WorkerS' Interntilonal Association.
Switchmen's Union of North America.
Transportation-Communication Employees' Union.

It will be noted that this list Includes the Railk.iay Employees' Department
AFL-CIO, which Is, Itself, a federation of the shop craft organizations.

Collectively, these organizations represent the great bulk of organized railroad
employees In the country.

Our association has for many years maintained a standing committee on rail-
road retirement and railroad unemployment Insurance matters,. and this com-
mittee makes recommendations, from time to time, to the association for legisla-
tive actions with regard to the railroad retirement* and railroad unemployment
insurance systems. Pursuant to this, practice, this standing committee had
recommended to the association, son.e time before 1961, that the association
Join 'forces, With Other groups in the Country to sponsor the enactment by the
Congress of a program of hospital, and medical Insurance benefits for elderly or
retired employees Ith the understanding that the Railroad Retirement Board
would administer 'such a/progeam, insofar asI it relates to railroad employees.

The association has adopted the committee's recommendation and, pursuant
thereto, has sponsored Jointly with other groups the bill containing the hospital
and mediCal insurance program now under consideration by your committee.

The Railroad Retirement Board, which administers the Railroad Retirement
Act and the Railroad Unemployment Insurance Act for the benefit of railroad
employees, their dependents, and survivors, has advised the association that
representatives of tb Board and of the Department of 'Health, Education, and
Welfare agreed that the bill for hospital and medical insurance benefits would
contain provisions for the administration 'of such benefits for railroad employees
by the Railroad Retirement Board. I, myself, in the capacity of counsel for
the ass6clatioh,'cooperated with the' counsel of the Railroad Retirement Board
in the drafting of such provisions, which were Incorporated In the bills, H.A.
4222 and S; 909, both Introduced February 18, 1961.

During the hearings before the Ways and Means Committee of'the House on
the bill, the Secretary of Health, Education, and Welfare (Mr. Ilibicoff) stated
the following In regard to such provisions:

47-140-65-pt. 2-1-7
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"The bill covers railroad retirement beneficiaries as well as OASI beneficiaries.
It provides that agreements between the Secretary and providers of services
or their agents will be entered into also on behalf of the Railroad Retiremlent
Board. Coverage for railroad beneficiaries would include services secured in
railroad hospitals which, Otherwise, may not be participating under the program,
and services In Canadian hospitals, which for, OASI beneficiaries are excluded
from -the program, In the case of individuals who may be entitled to monthly
benefits under both programs the limitations on number of days, units of care,
and the deductible provisions would be applied as It the individuals were covered
under a single program.

"The administration bf present law requires close coordination between RRID
and BOASI ii recordkeeping and claims processes. There has been continuing
and extensive experience between these agencies in the kinds of coordination
that would be required under a health benefits program. Where individuals are
entitled under both programs, agreement would be reached on which organization
will issue 'the identification card. Railroad -hospitals and Canadian hospitals
would send their requests for verification of eligibility direct to the RRB. Hos.
pitals in the United States, other -than railroad hospitals which do not have an
agreement with the Secretary, would accept either card and a common procedure
would be established for requesting verification of eligibility. The RRB could
be linked with the OASI wire communications system. Bills could be paid
under uniform policies and procedures, and the trust funds of the two programs
could be adjusted periodically through the financial interchange provisions of
the act." .

The same provisions for administration by the Railroad Retirement Board of
hospital insurance benefits for railroad employees were included in the bills,
H.R. 3920 and S. 880, both introduced, on February 21, 1963, and the bill,
H.R. 11865, which was passed by the Senate on September 3, 1964. In his
testimony before the House Committee on Ways and Means on MR. 8920, the
Secretary of Health, Education, and Welfare (Mr. Celebrezze) stated as follows:

"As in the case of other benefits under the social security system, overall respon-
sibility for administration of the hospital and related benefits would rest with
the Secretary of Health, Education, and Welfare. Similar responsibility for rail-
road retirement annuitant rests with the Railroad, Retirement Board. Agree-
ments by hospitals and other providers with the Secretary would be made on
behalf of both the Secretary and the Board."'
. The Secretary mtde the same statement in his testimony before this committee
on H.R. 11854.'

The same provision for the administration by the Railroad Retirement Board
of hospital insurance benefits for railroad employees was incorporated In the bills,
H.R. I and S. 1, Introduced January 4 and January 6, 1965, -espectively. Each
of these bills mentioned above were known as administration bills so that every
bill for hospital insurance benefits introduced since 1061 hae had the approval
of the President of the United States as to the administration by the Railroad
Retirement Board of the program as it relates to railroad employees.

The bill, H.R. 1, which contained the agreed-upon provisions for the adminis-
tration by the Railroad Retirement Board of the hospital insurance program for
railroad employees, was considered by the House Comm)tcee on Ways and Means
bnd reported by that committee as H.R. 6675, *without such provisions. The
reported bill was passed by the House of Representatives on April 8, 1065. The
amendments of Senator Douglas would restore the omitted provisions so as to
confer jurisdiction upon the Railroad Retirement Board for the administration
of the hospital insurance program as it relates to railroad employees. We
strongly urge the adoption of these amendments.
1. The restoration of the omitted provisions would be in conformity with the
agreement of long standing between the Department of Health, Education, and
Welfare and the Railroad Retirement Board (see statements of Secretaries
Ribicoff and Celebrezze quoted earlier) and in conformity with the congressional
policy of long standing to confer upon the Railroad Retirement Board jurisdiction

I Hearings on the bill, H.R. 4222, before the Committee on Ways and Means. House of
Representatives, 87th Cong., 1st seas., vol. 1, beginning July 24, 1961. pp. 160-181.

2 Hearings on H.R. 920, before the Commiittee on Ways and Means, House of Repregenta-
tives, 88th Cong., 1t and 2d seas., pt. 1, beginning Nov. 18, 1003, p. 47, under heading of
"Administration."

dHearings on H.R. 11865, before the Committee on Finance, U.S. Senate, '88th Cong.,
2d seas., beginning Aug. 6, 1964, p. lill under heading of "Administration."
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for the administration by the Board of all types of benefit programs for railroad
employees, their dependents, and survivors.

We are Informed that the Railroad Retirement Board is in favor of Senator
Douglas' amendments to H.R. 6675 and we are also Informed that the Department
of Health, Education, and Welfare has no objection to the adoption of such
amendments.

In conclusion, Mr. Chairman, we believe that there is-every reason for the
adoption of such amendments and we hope that this committee will act favorably
thereon.

The CHAmMN. The next witness is Dr. Wyrth P. Baker.
Dr. Baker is representing the Americn Institute of Homeopathy.

STATEMENT OF WYRTH POST PARR, M.D., M.H.D., F.A.C.P., REPRE-
SENTING THE AMERICAN INSTITUTE OF HOMEOPATHY, THE
SOUTHERN HOMEOPATHIC MEDICAL ASSOCIATION; THE AMERI-
CAN FOUNDATION FOR HOMEOPATHY; THE HAHNEMANN THER-
APEUTICS SOCIETY; THE WASHINGTON HOMEOPATIG MEDICAL
SOCIETY; THE PENNSYLVANIA HOMEOPATHIC MEDICAL SO01-
ETY; THE HOMEOPATHIC RETAIL PHARMACISTS; THE HOMEO-
PATHIC MANUFACTURING PHARMACISTS; PHYSICIANS (M.D.)
OF THE UNITED STATES, SPECIALISTS IN HOMEOPATHIC
THERAPEUTICS; THE OHIO STATE HOMEOPATHIC MEDICAL
SOCIETY; AND THE HOMEOPATHIC LAYMEWS LEAGUE OF U.S.
THERAPEUTICS

Dr. BAIER. -Mr. Chairman, members-of the Finance Committee of
the Senate, I deeply appreciate the privilege of appearing before you
today, and I have a brief statment which I should like to make. I have
been practicing in Washington since 1933. I am graduate of Hahne-
mann Medical College, 1930, Philadelphia. I am licensed to practice
in Maryland, the District of Columbia, Delaware, Pennsylvania, and
Kansas. I represent the following organizations at their request:
Primarily the American Institute of Homeopathy, which is the main
or parent organization of the homeopathic profession: the Southern
Homeopathic Medical Association, the American Foundation for
Homeopathy, the Halmemanm Therapeutic Society, the Washington
Homeopathic Medical Society, the Pennsylvania Homeqpathic Medi-
cal Society, the Homeopathic Retail Pharmacists, the Homeopathic
Manufacturing Pharmacists, and Physicians of the United States, the
Ohio State Homeopathic Medical Society, and the Homeopathic Lay-
men's League of U.S. Therapeutics, who specialize in homeopathic
therapeutics.

My subject is the omission of the "United States Homeopathic Phar-
macopeia" from H.R. 6675, section 1861, paragraph (t) under "Drugs
and Biologicals;" page 83, line 16, following the words "the United
States Pharmacopeia.

The attention of the members of this Committee is respectfully
directed to the above mentioned omission and consideration of the
facts which are presented below for their information

A pharmacopeia is a book containing a list of dugs, chemicals, and
medical preparations with descriptions of them, tests for their identity
purity, and strength andformulas for making the preparationsissued
by an official organization.
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° ih tnitedSttes, as well us Englanid, Germany, Fraine, Switzer-
land, India, and other countries, there are two such books; the PlUr-
lnacopeia and the Homeopathic Pharmacopeia. The, mos-,recent
edition of the "united States Homeopathic Pharmacopeia" was plib-
lished.in 1964 by the American Institute of Homeopathy, founded:in
1844,.the oldest official nationalmedical organiization i O tl 14 Unitd
States, which represents the Homeopathic physicians. This is the nfiw
pharmacopeia. - - thq

It is necessary to have two pharmacopeias because tle'techiqii, of
preparation, standardization, and dosage of drugs used by hoineo-
plihic tehnique may be entirely different from drugs used physio-
logcall -and- some- of the drugs which are most valuable when used
l191eop athically d6 not appear Mi th6 "U.S. Pharmacopeia" at all, nor
in tfhe "Nati6nal Formulary. (see p. 785).
,I t is Iessential t6 the continued health of an appreciable segment

of the population that homeopathic drugs be kept available for their
1Me'for the following reasons: .

I!.-These drugs are effective in a wide variety of physical, mental
and .emotional illnesses or disorders, acute and chronic.
q. They are Often mote effective in certain chronic disorders than

t1e mbi commonly employed physiologic drugs..
- They are" of pArtic'ular value in treating elderly patients and

children.
4. These drugs are nontoxic: Reactions to them are rare, poisonous

effects do not occur, fatal reactions are unheard of.
.5. Their use is economical; unit cost is from 0.1 to 5 percent of
physiologic drugs and the amount used is in even smaller proportion.
.6. -Homeopathic drugs have been used since 1796 throughout the

world, and their use in the United States has been approved by the
Federal Food, Drug, and Cosmetic Act, Public Law 717, 75th Con-
gress and its subsequent revisions.

.7. Thousands of patients and their physicians depend on homeo-
pathic treatment for the maintenance of their health and well-being.

The size and extent of the use of homeopathic drugs is indicated
by, the following statistics which were compiled from the confidential
reports of six of the leading manufacturers of these preparations.
Each, of these organizations wrote to me and gave me statistics which
I, hav9 compiled.

SNumber of wholesale customers supplied, 1,597.
Number of retail pharmad1es supplied, 47,000.
Number of physician customers supplied, 7,550.
Number of pills'or tablets sbld-in excess of 1,750 million.
Number.of gallons of liquids sold-in excess of 30,000.
Esfirmate of approximate number different patients treated by physicians,

0 .ufllon.
Estimate of number of persons who use homeopathic drugs with or withoUt

the advice of a physician, 12 million.

1HR.. 6675, section J 61 (t) under "Drugs and biologicals" states:
The term "drugs" and the term "biulogteals," except for purposes of subsec-

tion (m) (5) of this section, include only such drugs and biologicals, respec-
jvely, as are included in the United States Pharmacopoeia or the National

Forniulark, or In New Drugs or Accepted Dental Remedies (except for any
drugs and biologicals unfavorably evaluated therein), or as are approved by
be- pharmacy and drug therapeutics, committee, of the medical staff of the

hospital furnishing such drugs and biologicals.
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The words "United States Homeopathic Pharmacopoeia" appar-
ently were inadvertently omitted from this paragraph in the mistaken
belief that the United States Pharmacopoeia or National Formulary
would cover the pharmacology standards of all drugs in legitimate
use. To ascertain the fact that this was inadvertently, I spoke to
Mr. Wilbur Cohen, Assistant Secretary-now Under Secretary--of
the Department of Health, Education, and Welfare, with whom I
had a most cordial conversation, and thereafter wrote a letter to him
asking the following questions:

Have your medical advisers expressed opposition to the inclusion of the
Homeopathic Pharmacopoeia? Are you opposed to the inclusion of the Homeo-
pathic Pharmacopoeia? Are the members of the Committee of your Department
which prepared the bill opposed to including the Homeopathic Pharmacapoela in
H.R. 6675? If there is opposition, please give me the reasons. If there is no
opposition, will you and/or the committee recommend inclusion of the Homeo-
pathic Pharmacopoeia in H.R. 6675 to the Senate Finance Committee?

In response to this letter I received the following:
In reply to your letter of April 28, I am enclosing a copy of my letter to

Congressman Broyhill concerning the inclusion of homeopathic drugs and niedi-
cines in H.R. 6675:

"DEAR JoEL: This is in reply to your letter of April 19 concerning the inclusion
of homeopathic medicines in H.R. 6675. This matter did not come up in execu-
tive sessions of the House committee. We would neither favor nor oppose the
inclusion of the Homeopathic Formulary among the formularies accepted for
purposes of the Senate bill."

With your permission, I shall add this statement and his letter to
your records.

It is emential that the United States Homeopathic Pharnacopoeia
be specified following the United States Pharmacopoeia for the fol-
lowing reasons:

(1) The Homeopathic Pharmacopoeia sets standards for homeo-
pathic drugs which will be used by pharmacy committees of the
hospitals, insurance companies, and other organizations and ageiles
concerned with reimbursement for medical costs, insurance, and regu-lation as they apply to this medical specialty.

,(2) Its omission would indicate disapproval to some organit6t10ois,
part icularly those insurance companies'which already attemffpt to
avoid .payment for drugs used by their cfents and c9 litees vich
limit- t he choice of drugs by standardlzition and .- i the ame ofeconomy ,missionssin of the .Homeapathic PharmacopoeiawoUld be o i nA-

sistent with 'the above-mefitioned food drug, and " " AW quid
in addition to the Healing Arts Practice Act of the Dist ct 1 1f1m.
bi.a,.Pibli Law 831, February 27, 1 l whi sch t'at one me -
her of the board of Examiners in; Me d Ine an Osteopathy, l !e
a member of the homeopathic medical profession,

(4); Its omission culd prevent thoui.uans of patients 4fhoneo-
pthic pylanfr ,obtaining the' dugs aiia trea4 jeo -oQ heir

choice even though they* areforc d t ay fi:r . Whieh,td4 do
notwant and in many cases fear. " y .i . ... h t do

(5 hswould be a deliberateact of d ise'riiip"atio 6.g11, y tqn
important segment of the patient community and unjustiflid limita-
tion of their freedom of choice, and' iterference with commerce.

The members of the Finance Committee of the U.S. Senate are
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resp etfully requested to Carefully study the proposed bill, its effects
on patients as described, and if' n theil opinion, the proposed change
in the bill is indicated for their benefit, to tt'ke immediate action to
have the words "United States Honeopathic Pharmacopoeia" inserted
following the United States Pharmiacopoela.

My official positions are: president, Board of Examiners in. di-
cine cnd Osteopathy for the District of Columbia; president, South-
ern Homeopathic Medical Association ; president, Washington Hiome-
opathic Medical Society; president, H-ahneinann Therapeutic Society;
member, board-of trustees, American Institute of Homeopathy; vice
chairman, Departmenf of Internal Medicine, Sibloy Memorial Ios-
pital, Washington D.C.;, and ineimbr, Ilomeopathfic Medical Society
of the State of Penlsylvania,.*
Tliank you. I am authorized to sl)eak for these organizations.
I slidl be glad to answer any questions you may have concerning

this.
The CuriTRrAN. Senator Loing, any questions?
Senator ANDERSON. Would 'ou submit for the record Doctor, some

examples of homeopathic drugs that are not mentioned in the corn-
pendiums mentioned in theblill, United States Pharmacopeia, Na-
tional Formulary, New Drugs? If you can submit some things that
are not include d-I doi't meapi ditemrnt strengths or dilutions of
drugs but drugs that are not included in the other.

Dr. BAKER. I don't have a copy of the United States Pharmaopeia
with me, but I have the, Homeopathic Pharmacopeia. This other
book incidentally, is what we call the HIomeopathic Materia Medica
which corresponds to th various materia medica representing the
various drugs.

Senator ANDERSON. I am trying to find out why the Houso might
have left it o1t. Dr. Cohen iay e h neither proposes nor opposes
putting it in.

Dr. "IUiin. Correct.
Senator AN'DERnoz. But if he thought itshould have been in there,

le should have said so u o
What is it that is left "ut? Could you supply us with an example

of that so we may have some ideas about this?
Dr. B3AXER, T he homeopathic drugs are prepared differently.
Senator AibxEnso.' But the drug, once approved, carries homeo-

pathic doses.
Dr. BAER. No,, not as it appears in the United States Phlarma-

coL-eia. The dosage is different.
Senator AibERSON. I said I know the doses are different. But if a

dru is approved, it is approved no matter what dosage is given,
isn't that corri ct?

Dr. BAxRER. That's 6orredt.
Senator Ai A. a5o S.0'lf.i' is in tie regular manual Of united

SStates Phtnaaco is yoi' do not hive to worry about the doses.
Dr. B,3M. 9. 1' ihII giv '.o -ia few of the dru , for instaicl:

baptisia, tinetora, hsqlepi s, apis, mellifica, anacardiurn, orientalo,alumen, lyc6odiunm.• . ,.
(The followlnt Was litter ieceivt~d for thhi record :) ', "

SOCIAL SECURITY784



785SOCIAL SECURITY

11111ORTANT-11OUEOPATIlio DRuos Witicit Do NoT APPEAR IN THE (M
N.F. PAPALL LIST)

Cratnegus
Diplitherhitu
Drosera
I-Inpatorhun
Ilyporleum
Irls Versteolor
Laehes)s
Lathro(Wtus
Laurocernsits
lifflum Tigrintum
Lycopodluin
Nnja
Nux 'Mogehath
Mytolacea
I'sorinum
Pyrogen
IR1111uncuWS

SpIgelia
Spougla
Staphysagria
ThuJa
Varlolinum

Aoculus
A9111a CaStIS
Allium CePa
Ambkosla
Ambra GrIsla
Anaeardlum
AJAH Met
Aphon Virus
Amin TrIph
Hamaillells
Bryonla
Ignatla
hierc Sol
GOISIOU111
Hydrmitis
Lobella
Chlonantbus
Cheltdonlum
11111satilla
Ilypericuin
Chninoinfla
Agarleus
Anneardinin
Wills PerennIs
Carbo, Antmalls
Cauloph Y11yuni

Senator AxDFRsox. Theso are drvigs not mentioned in the United
States Pharinuopocia?

Dr. Bmivit. Yes, sirk
Seitator MiqvptsoN. Or wiy of these otlier books?,
Dr. BAitpat. Yo, sir.
Sonfitor AND.11401f All'right.
Dr. BAKER. And iliere arc approximately 000 116meo0athic diligs;

which I have listed in the 116meopathic Pharmaclopoeia. Some are
used both physio'191ric411y 'and homeopathically. and others are'us ed
0111y holileo athicalryo

:4-eiiator TxDFiwozi, Thank you.
TheCHAIRMAN.'Ally further questions?
Senator DiRKsi-,n;. MrXlmirm6i, Dr. Baker,'Your dateniel,,Lt doesn't

contain a definitioix t6'show tho distifi6fioh b6twew homeopathic as
distinimished from hysiological therapeutics n6r.d'eis it contain a
deftnRion to show A'Silatinction between homeop'aithi'a, driigs and phys-
iolo'gkildrugs. 'Niil you give us a simple'deElti'nt

Dr. BAKER. Yes, sir; I fiave.astatelnent which I subinii Plong
with my, previous statenwait., , jbr eopathy ig, 4' specialt' ft-W4 the
PrIldieof n edicihe, .Uyed qatl4on wasiat 11a' lifieniann- 1(464,001-
leg% *11ich 4-f tiltt't','t'l-i'A 'provid6dtwo d ' : one docto ' ' t m ,
9 , ., ,, , L rP e4icine,
and the other,A66tor of Fi athic rriThq informati9ji slieetwhic I I

0"'-Ofi I suppliedwith'th6l will-read brieflyS thnt I cinsav :yqur time.. It is a """It* 'NVIIspKift leh -6m lqys, drugs
iviliell are: p'repai-ed a'ecchx1fnk4o the staii'd4rY,6f )l6'M66P4hi-o'0111y-
nincopoeia and prescribed according to 04'6AMn ba's'ic and,-prq ** "
scientific .

This M-ethM 0116riipy'lis' qiit n
cine who have obtained a degree of d"CioioY medi'meand in a 'a loll
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have obtained the knowledge of this specialty either in medical college
or by intensive postgraduate instruction.The law of similars was originated or discovered by Samuel Hahne-
mann about 1795. Samuel ffahnemann was a physician and scholar
in Germany. This law states that likes cure likes. That is, drugs
which can produce certain symptoms when given in toxic dosage to
a healthy person can cure illness or disease which is characterized by
similar or identical symptoms. It differs from other schools of healing
in the following manner:

The drugs are prescribed according to a definite symptom complex
rather than for a disease entity. In other words, if we prescribe for
a sore throat we take into consideration the appearance of the throat,
whether it happens to be red, purple, has white patches, whether the
soreness is on the right side, whether the patient is flushed or pale,
whether he is toxic or active, irritable, hysterical, whether he is deliri-
ous, whether lie has a swelling of the glands, and so forth, whether he
is thirsty, and various other things like that are characteristic of that
particular person's response to that particular illness.

Not the fact that he has tonsillitis, but the fact that he has a dis-
turbance in his normal health which ig characterized by these certain
symptoms.

In the case of a pneumonia we think in terms of the patient who is
perhaps very dull, toxic, has an appearance as if he had typhoid fever
or whether he is very flushed, whether he is violently active or whether
he is very depressed and toxic. Whether it is on the right side or on
the left side, whether he is aggravated by heat, whether he wishes to be
covered or whether he wishes to be uncovered, whether he is walking
about the room or muttering' in delirium or various other character-
istics which this particular patient, by which this particular patient
responds to his particular illness. patien

We do not' treat the pneum.onia, we are treating the patient who has
pieumoia. Thatis theparticular'difference from physilogical medi-
cation Which makes use of a drug to treat a particular illness given
a'diagnosis.

The two schools, however, are coming closer and closer together the
concept of Hahnemann have g dtually been absorbed ovef the ye'aro
by thbA" ivhd pratiede i gene-r l medkihe in the so-call allopathic0!phlys oic~t fieltd. , , ,,

DErh Vjeyoft the ah'sif
Sengt;6 Dks xe You h~e meme
Mtau hter1cnu~dta vi
The'r.] : f. D6'oYb h; v;6 'd;1R';" . ,
Dr.'BA-.A That is the Anfdrttnatb thing,'when. try' tO eiplainhomeopathy it is vbrvy onfisnj. 'I have a director of the hoiieo-pathie. [hMicns in he couti'; approximatelyih

shall be glad to submit toyoUl 1,500 • .... ' vhichI
The Ci~m~. Dictor, I don't believe you cvered all the pointsin6lUpded in the ThSt Page ofyour tetimony. Would yo like fot iIt

to bd inserted iithe record -
Dr.,BAREmi. Yes; sir.

,The CAMMAN. It will be'placed'in 'threcord at this point.
(Themater'ial referred 6 flows :)' '
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INFORMATION CONCERNING HOMEOPATHY

1. Homeopathy or homeo-therapeutics iS a specialty in the field of medicine
which employs drugs which are prepared according to the standards of the
Homeopathic Pharmacopoeia and prescribed according to precise scientific prii,
ciples based on the law of similar.

2. This method of therapy is employed by qualified graduates of medicine who
have obtained a degree, doctor of medicine, and in addition have obtained a
knowledge of this specialty, either in medical college or by Intensive postgradu-
ate Instruction.

3. The Homeopathic Pharmacopoela Is a book containing & list of drugs,'cheml;
cals, or medical preparations, with descriptions of them, tests for their: identity,
purity, and strength, and formulas for making them, which Is issued periodically
by the American Institute of HomeopathY (in the United States) founded in
1844, as the first national medical society In this country. Th6 most recent edi-
tion was published in 1964.

4. It Is necessary to have a separate Homeopathic Pharmacopoeia because
homeopathic drugs are prepared by different technique and prescribed In differ-
ent dosage than physiological drugs which are described in the United States
Pharmacopoeia, and different drugs appear In the two pharmacopoelas.

5. The law of slmilars was originated or discovered by Samuel Hahnemann
about 1795. It states that likes cure likes; i.e., drugs which can produce certain
symptoms, when given In toxic dosage to a healthy person, can cure illness or
disease which Is characterized by similar or Identical symptoms.

6. Homeopathy differs from other methods of healing In this manner:
(a) The drugs are prescribed according toa definite symptom complex,

rather than for a disease entity.
(b) They are given in minimal or subphyslologic dosage..
(o) Sensitivity reactions seldom occur; toxic reactions rarely occur; fatal

poisoning is unheard of.
(d) EAch patient is carefully indivldualized and thb drug i prescribed

which Is characteristic for him rather than the disease.
7. Homeopathy or hormeo-therapeutics Is limited in its.use by the medical pro-

fession for It requires years of study to learop Its technique aid prescribng for
the patient requires detailed and time-consuming study to 'select the best drug.
It Is therefore not applicable to empirical or mass prescribing except in a" few
acute illnesses. .-

8. It Is in general use throughout 'the World. being particularly' popular in
England Germany, France, Mexieo, Brazil,-Switzerland, Italy, and India. In the
United States its spread has been hampered by individualism-and pharmaceutical
advertising of items having a much higher profit for the manufacturer in trade.
marked preparations.

Senator LONo. Doctor, let me ask'you, I was reading the previous
statement .when you started on, yours so it left me more confused
than I was otherwise, but what ii th6 attitude'of the American Medical
Association generally, that is,_ those who treat by the more traditional
method-what is their attitude toward homeopathy, do they approve
of it or---

Dr. BAKXR. I have been a member of the American Medical Asso.
ciation since 1930. 1 have been a fellow. of the College of Physicians
since 1942. Both of whiclVare so-oalled old school organizations. I
have never encountered any oppoition. Others may say they have.
But my relations have always been. most pleasant. I am president
of the examinig board fbr the District of Columbia. I have been
president of the staff of Ilahnenann Hospital until we merged with
Sibley Hospital. I now have my staff appointment as vice chairman
of the Department of Internal Medioine at Sibley, and I would hardly
think that would indicate disapproval.

Senator LoNo. Well, you know What their attitud- is toward the
chiropractors generally.

Dr. B~xzn. Yes, Sir.



Senator LoNG. That is not the same situation here. They perhaps
practice a different way but don't quarrel with whether or not you are
getting results using your approach .

Dr. BAKER. I think any 9uarrel would be between individuals.
Hahnemann Medical College in Philadelphia has met all of the stand-
ards atnd been more or less taken over by so-called organizedd 'medi-
cine." It 'is one of the outstanding colleges in the country at the
present time. New York Medical College, Flower Hospital in New
York, met all of th- standards, were taken over. There previously
were chairs at Ohio State University, Michigan, Boston University,
and a number of others. 'There were several other medical colleges,
bit the medical curriculum is such today that it is impossible to ge
into the specialties. Just as it is impossible, for instance, to go into
orthopedics, otolaryngology, or other specialties in the medical school.
There is a basic curricudum which has to be completed and then you
have to specialize afterward and that is in my opinion where
homeopathy belongs today.

The CHAIRMAw. Thank you very much, Doctor.
Dr. BAKER. Thank you, sir.
The CHAIMnAN. The next witness is Dr. Victor B. Buhler, of the

College of American Pathologists.
Take a seat, sir, and proceed.

STATEMENT OF DR. VICTOR B, BUHLER, PRESIDENT OF THE COL.
LEGE OF AMERICAN PATHOLOGISTS; ACCOMPANIED BY OLIVER
3. NEIBEL, JR, -XECUTIVE DIRECTOR AND GENERAL COUNSEL
OF COLLEGE OF AMERICAN PATHOLOGISTS

Dr. BUHYJER. Mr. Chairman and members of the Committee on Fi-
nance I am Dr Victor B. Buhler, of Kansas City, Mo., president of
the college of American Pathologists. I am accompanied by Mr.
Oliver J. Neibel Jr., of Chicago, Ill., executive director and general
counsel of the college.

The College of American Pathologists is a professional society of
physicians representing approximately 4,500 doctors of medicine prac-
tichng the medical specialty of pathology in hospitals, medical schools,
clinics, government, research, and private offices throughout the coun-
try. I a appear before you today re presenting these physicians in sup-
port of those provisions of H.R. 6675 which provide for the payment
for physicians' services inthe field of pathology, radiology, anesthesi-
ology, and physicial medicine in the voluntary medicAl care insurance
section of H.R. 6675, title XVIII part B, which ig now bef6te this
committee for consideration. By the same token, I am appearing here
today in opposition to amendments 79 and 156 to H.R. 6675 and any
similar amendments Which would define the'professional services of
pathologists as h67pital services under title XVIII -part A; or provide
for compensation or the services of pathologists through hospitals or
other institutions. h My presentation today will be- confined to these
important matters.

First, ,I would like to einphasize',tht pathologists are doctors of
medicine. After an individual graduates fronitifiedical schobl he must
spend at. least 5 additional years in intensive training called aftreideicy

sOCtALJ SECURITY788
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in order that he may be certified to practice the medical specialty ofPathology. j
Both !I.R. I and S. 1, as well as similar bills presented to earlier

Congresses, specifically excluded "medical or surgical services provided
by a physician" from the definitions of "inpatient hospital services"
and "outpatient hospital services." On thisbasis, proponents of such
legislation maintained that the bills neither intetrered with medical
practice, nor covered physicians' services.

This claim was not, however, totally accurate. This is because the
professional services of physicians in four specialties of medicine:
radiology, pathology, anesthesiology, and physiatry, were excepted
from the general exclusion of physicians' services. These doctors.
were thus set apart from all other physicians, and these medical spe-
cialties were by implication excluded from consideration as apart of
medical practice.

In passing H.R. 6675, the flouse of Representatives removed thisadverse discrimination against these doctors-by treating physicians'
professional services in these specialties in exactly the same way as
other doctors' services were covered.

Speaking quite frankly, pathologists would have preferred to have
the total payment for their professional services placed in the volun-
tary insurance portion of the H.R. 6675 (pt. B), and then for the
pathologist to reimburse hospitals for the space, equipment, supplies,
personnel, et cetera, furnished by the institution. We genuinely be-
lieve that this would have provided'maximum physician control over
the medical service renderedto each patient.

However, the House of lRepresentatiVes chose in enacting H.R.
6675, to provide that the costs involved in the operation of hospital
beds, thelaboratory, the operating room, the department of radiology,
and the anesthesiology service b6 reimbursable as hospital costs tn-
der title XVIII, part A. Fees for the services of physicians in inter-
nal medicine, pathology, surgery, radiology anesthesiology, et cetera,
would be all paid under the same part B of the bill.

This legislative disposition is in keeping with the overall economics
of the practice of medicine and ackmnwledges that the prolfqssional
services of pathologists huve been txaditionaly:recognized as a branch
of the practice of medicine just as is surgery, general practice, and
internal medicine. Pathology, aswell as the other three specialties,
have sections in the scientific assembly of theAmericai Medical Asso.
ciation; we have a recognized, medical specialty examining boarxl,
and we are recognized as divisions of medical practice Within the
armed services, the VeterAns' Administration, aid the U.S. PUblic
Health Service. State attorneys general in Californ6ia, 'Co10rado,
Florida Idaho Illinois, Iowa, Toiuaiana, Ohio Penzisylvana, Ten-
heSSee, Utah, Washington, aid West Virginiah iave issued opinions
their port 01 which is todeqy ho r'itals t! erighitt6 practice medicinethrough employed pliysi'n, Tgese attorneysgneral Were follow-
ng by far the majority rule tlt a corporation cannot entage; in the
practice of medicine. The status of radiology and pathogy has
been litigated in Iowa and the courts intlat State have s uar,9ly ruled'
tht radiology and pathology aremedi¢4 piacices, or services,, ad
nay not'b provided by hospitals--but only by physcns i spitals.

Jt is for, these rasons,'and 'ther' which w will discuss 'pr*sntly,
that the College of American Palhologists accepts and endorse, the
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.provisions of H.R. 0675 which provide for the- tre~tment, of all phy,-
sieians' se&ive m' alikeand all hospital costs alike. The 'services oI
Pat1h9lO *tS i not~ hospital services' and do not belongi thailpor-
'Con (4,M bill solely. designed to offer hospital benefits bawould be
the In.e th eve nt thit, anxndments 79 o~r, 1566 were to' be approed.

In195,medical prac is i'edeedent, and high level care is
bpse4 -upon a balaiic: health- team.' Today, oven wider favorable
circumnstainces, there is an acute sh6ita~ge of prtactit, ors in the m edicoal
specialty of pathology., In the l At year fohc taitc r avil
able, pathologyv wis on. y able to fll- 59' ernt of the nuinlbet ofwail-
abl6 rosidenm" 'or training. 'programs in'pathology. The American
]3oarda of Patholo Y, enlnds, I pathologist .fr ever ,QO 100hos-

piidadmissions. -In 19 rec-' s ent year o hc figue r
a~aiabl) terewere 26 milliox'adissidns to acute hospitals. There

wer on'6ly'6 sl,0149ightly over 3,000 prictiokn pAtholgits in the service
practice of pathology. Thus medicine' is shortuappro'xitely -2,00

pathologistow.
Most of you have had .a i oppoirtunity to review the report' of, the

Tiesid*6nt' Com mission on" Hert Diease, Cancer and Stroke This
irp"6"i''ion dfOl4.6o cner aild the necessity of increasing the, 'nutm-
report ~ft re zes th l itirol of eah1oian raoloh~rofpysicians so traind Pahooy is the onl eIe!tI specItsj)etjific'alV trailed for th'dagoi of cacr A 11 p~hysiails recog-

izie 'tN6?M'iprtaned of early deted5i6n of 'this'dread dsease. ,Any c
tli6n by ''t1 0ogcso th& United'St~tes which would tenid th diih
rather han incereatse, h inb, 'ofphysicians Ontrn this iortan
i d ical -specialty would 'deal, 'atellig blow'to- 'Our flght against tis
di P_ ase.Y

Iid~a Iprt o gruf Imedica cities , is dal
with'preji~dicial1yfA a edora1la,p hysicians! will I iply note' ente
th~iesptcilos. Dodt6r's' are- -inwilling toujdergo yer Ao xra

traiihig tobe dsigated ,as"hospital serviceA' at- lieend *of til
'W6d6 tdr wants t6Ub less 'than a* doctfor. "They hIei 6~

to enter other brance6 of medibiie 6nd- will 46se'the61 oti6i6,61.

that110 thMt'6jtioh of .H..66Th wbutd be seti~i'sly d6i Ptivo 6.kexist-
iW- P" ttbirl .6f ri dicit'-practkidc, -This is M~~I'nttu.X sP~

tt~h~xliiiot ofthem~dcalser-vice f ptholo gist ad'kth
tfii 'e Vsc1 66a~~' 191 n h'e hospia gnet tf IW

'Ml reut bnh~ge h p* d6 -folbiw~d'by 9me h6spitAh sAn,

iphho og*!§ts _at Oe ,in a -VaIety, Of Ways. A large 'nuimber'-of

p~it Mra-6 h b i'ei hpcatiospital o:theN, An
tti1'6hrr I. elii~ aM ",61 ikh.' Most ji~th61ogstb i rati

li a, hve anlafri h iUe tli h spita heib h hospit~
ke~~s a ~ei~~c~ntage ~~f the toa he fo abrtoy $1vie otem

bINAH thehospital fr the 'dikWect, lpr~ine, i~Pne, etcetr~
an~~~~~~~ ~~~~ !-~Ii'~ iat nv- in 66i o!tto Qf the Iloltr, ~h

ri~~ of the &ii gftk& 6amh Lo th'ptal of itscost
bythe 1eas--peithe hospmka

prM't66 under tie~t iie .
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'for a fixed percentage of the chargts for laboratory service ?ti4,the
pathologists provide the equipmen p ersofnil, et cetera, necessary' for
the proper operation of the laboratory. It is' true thatsome patholo-
gists are paid a Salary by'the hospital and the hospital' in turn, collects
the totalcharge for laboratory services, Many pathologist thus cam-
pensated are in teaching and research, Where they are in the seryke
practice of pathology, and the hospital is selling the services of the
pathologist, as I pointed out earlier, in a large number 'bf'States such
salaried arrangements are illegal. In all States this is considered
unethical according to the Principles of Ethics of the American Medi-
cal Association and the Code of Ethics of the College of American
PathOlogists.

It is not true, as some would have you believe, that most pathologists
are remunerated for their professional services by salaries paid by the
hospital.

In 1956 a .urve: by the American HospitA Association indicated
that! 11 percent of radiologists and 26 percent pathologists were still
on a salary basis. All mr6dical associationS And the college -have been
striving to reduce this number and I am pleasedto report that progress
is being dade. the aoi o o

What" effect would'the adoption'o amendment 79 or 156 haveon
tle exi stTg pattern of pathology servicesV In" ifrect, -the -adoption
of either 0f:these amendments would force all doctors practicing these
fou jspecialties to be classified as hospital services, regardless of the
existing patern' 6f practice Classified as hospital services, the in-
evitable reslt Wbld be'to force Ovr 10 erent "6f this 'ountrir's
physicians to: bscone salaried eml ees of hospitals 'rather than in-
depend tit pratitide along with' t -rtfof medicine.' Siih a pat,-
tern of practice in pathology, as well as the other three specialty,
wdfil'b ndt 6 niI P0fessiofially indeirable, but iii aiycases ill al
and ii ll a es unithical where the rvices bf tli i physiia ' we'1 sbld
bylhdspWls for a ofi.","t us neiiber that hospital ; ar'inaily the ,orkshoethe

'tdixiS pr~dll~ ' *ailitie k4 siiy fo? modorn''day' nedi~ihte

iiat& iAi~td po*tctice. ' t# i~ n hmt p' .rg~de • iedkM I' rvcee.

Iti n' ore' pt5rprit e h'ai d lo~ri 'd of ' S r 6fl'uild-g" o"l"
de~i~~ 'hiia h6 mode, methd, and qiiiity of the hrettce of law lth
'sh6ad thiehopithl atteit to do this forh i'atett1A offntid ihe.
.Tli ilas fl~ti6i Softo ,eI0"o nt 'f thls 6untry dh 164tcia ia
~h pit,! sfrke would pl~te' se phioelans in 'theimunvable posltiOn
'of hvfrg the triode and manner' of hekii-. aliF artice determined
by hospital admrnistratrs, hoep~tol kovernhi boards, et cetera, iii4r
rules and rbgulations lAid down by G~verninen tagencies. Stteh a sit-
utFA , :iirn cannot: help but' produiie p.o'er, r not .. ttei-., jualivy of ki~d-

'Some'wies~6 appearin ibif0r this
committee have implied that the approval of H .6675 a pased !by
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tie Housq of Representatives would tendto increase the cost of medi-cal and ios pital caro.' A look it, ile record indicates that nothing could
be further from the truth,

Over th past 25 years (1936-(1) hospital costs have increased 405
percent, while, physicians' fees have onlygone up 100 percent as coi-
ai-ed to an overall, inreaso in the cost of living based on the consumer
rice ndex of 115 percent.
If physicians' fees in patliology and the other three medical special-

ties are stated separately from hospital charges, the cost of these serv-
ices to patients will tend to be reduced. Reimbursement to hospitals
under H11.R. 606 will be on the basis of "reasonable cost," not on tho
basis of "customary charges." In our opinion, hospitals will not bo
able to justify the hidden profits that they are now realizing, 1)artiCu,
larly inlaboratory and X-ra'y, if hospital charges ore stated separately
from the physician's fee. Combining the physician's fee with the hos-
pital charge as would be required by amendments 79 or 156 would
tond to obscure and hide the hospital prolfit in those dcpartn6its.

It has been implied by some that if 1-,R. 6675 is approved as now
written physicians' fees in the four medical specialties involved Will
skyrocket and seriously increase the overall cost of medical care. As
a p ysician, as a pathologist, as president of the College of American
Pathologists, I am deeply resentful of ti implication that patholo-
gists are professionally dishonest and fiscally irresponsible so as to
skyrocket their fees and exploit patientsif they are allowed to chargefor their own professional services along With other doctors. This does
not happen with other doctors when they send their own bills and there
is no reason whatsoever to, suppose that it would happen if pathlo-
gists billed for their charges in the same manner as their professional
brethren.

Just t word about free choice. Pathologists have been frequently
referred to as "t doctor's doctor." The pathologist's principal role
in medicine is that of a consultant. Tle selection of a proper con-
sultant by the clinician treating the patient is an exercise of medical
judgment., Were .ervicesof0 pat6oiS4s, radiologists, anesthesi0lo-
.gsts, and satrists tore. provided as hospital services, both tie
patient and his doc(*r have automatically$ lost, freedom of choice in

eecting 'the indiidu4 who will consult with the p hysician regarding

the matters of medical expirtfise ogthese four named spw'1ltis. This
would b truebe6.e u these meda services would then b provided
as a -hospital sorvo-not- a medRl service of the hysician involvl.
Yboi hi'ave' heard testimon.,by the Amierioan Medical Associatin

urgingn the rejection 9f. amen ments T. andW,61f and that H.R. 6675 be
enact in i present form wv ,reil spci to the professional services of
l~hs;clans. :Re tia of the bill i its p Mesnt form is Important to
all, of medne;,. JIf, heervices of p-k1ysicians practicing in four
branches f medicn6 are designated as 'hospital:serice" in a Federal
social security financed law , t re will then exist ample pre.edent for
h inluding the professional servicesi of all otherphyscimns in this law.
The result would be'the complete destruction of medical practice as it
is now known 'nd a Comple t' kever of medical! practice as it now
exists by hospital administrators and teiir governing boards ana the
]Federal Qovermq;nt through the Department of Health, Eduatk6n,
and Welfare. ' , , ,
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In conclusion, Mr. C!iairmai, I say to you with conviction and with-
out equivocation 'that we believe tl o cassifclatioli of 'toi professional
services of path]6logists as a "hospital Service" wNould not be in the best
interests of our patients or of good Iab6ratoy niedicine. , .

I realize that the responsibility which you gentlemen have. n passing
on this legislative Proposal is not undertaken by you lightly. I 0anl
only sinceiely urge on behalf of our membershlp'that you. seriously
consider the sweeping effect of the step which you would take in divid-
img medicine and siparating us from our clinical colleagues should you
favorably report to the Senate either anmendient T9 or 1W6.

I sinceri'ely urge your thoughtful rejection of theseamendments and
approval of the l'OviSonS ot I.R. 6675 which provide for payment of
p1 iysicin services in the fields of pathology, dilogy, anostlesology,
filfl(Ihyvsiatry in the voluntary medical care insuruicosection of th 1
bill (tie xVII pt.B1).. - _ ,. .' ;.
Thank yo t Mr Cairman, for the opportunity that you' haye

afforded the Cdollege of American Palhollogists to make their views
known to you on tils' important legislation.
The CHAIIMAx. Thank you very much, Dr. Buhler.
Any questions f
Senator ANDE.RSON. Iii your statement, Doctor, you say that most

"pathologists practicing ill hospitals have an arrangement With the
hospital wherebty the hospital keeps a percentage of the total charge for
laboratory services to reimburse tho hospital for the direct-porsonnel
equipment, et cetera-and indirect costs involved in the operation'ol
the laboratory. The remainder of the charge after payment t to the
hospital of its cost, represents the professional fee of the pathologist.
Other pathologists practice under-arrangements whereby they lease
space in the hos1alirfr a fixed porcepita ge of the charges for labora-
tory services anl the, pathologists provide the equipm. .ent, personnel,
et cetera, necessary 'for the proper operation of tiel aboratory. It. is
true that some patht icogists are paid a, sa,!yy ,by the, hospital and the
hospital, inturn, collects the total chaige for laboratory services,"

You mention 26 percent as a portion of pathologists working on a
salary basis,.. il 1 .e made in, ac ord-

Under Senate billl provision for paymenit could made, acord-
an~o with existing arrangements between pathologists and hospitals
but H.1k. 6675 would roquirq tlie patlplogists to submit is own, il.

Doesn't this mean that under 6670' tlreeofortls or ..more of the
arrangements between pathologists and hospitals would'have to be
modified t

Dr. Buixu, No, sir.
Senator ANDJISON. Under Senate bill 1 and theo l.OUglas tend-

ment, there wouhli be no nepd toqhliafge arrangements between pho 0lb-
gists and hospitals, arragempirts WJiic you say'cover, most path0!o-
gists.

The pr0'vsio~qn th.$onato bill 1.,aicdparts B oL, ". ,675 w ld
allI be arrangements. Why do ou rh say' Sentit bill f1 aA, D0iglas
amendment would, orce Xe pathologists o become.salaried?,

Dr. BUIILER. I didn't quite get yur statomqnl, Senator.
Senator ANDEMON. ,Whydo; Qyusay the Douglas amendmoAt wouId

forco pathologists o bec'omesala'ried employees? , -
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Dr. BtmL.=. Because the Douglas amendment provides th6ir services
would have to be'as hospital services Under part A and they, therefore,
would be classified as hospital employees. o

Senator ANDERSON. Th wouldn't provide the same serves now
being received,

Dr. BUHILER. The pathologists who practice at the present time
would continue to do so. I certainly hope'thateve pathologist, and
I am quite sure that every pathologist, Would continue with his pro-
fessional competence to his greatest extent. What it would do if the
bill were changed and pathologists w;ereplaced in part A and defined as
a hospital service would be to impair seriously our recruitment pro-
gram. We alreaAy have a great need for pathologsts. It has been
estimated that there should be' at least 1 pathologist for every 5,000
hospital admnissibns. There are approximately 26 million hospital ad-
missions in the United States each year. We have approximately 8,000
pathologists who are in the service area of pathology. As a result, we
are short some 2,000 or mor6 pathologists at this time. To place'more
restrictions on the pathologist, to lower his status as professional man,
to categorize his service as a hospital service, and to divorce him from
the mainstream of medical practice and from his professional brethen
would certainly seriously curtail our recruitment program. It cer-
tainly would reduce the number of pathologists who would be available.

S enator ANDERON€. But you yourself say here 26 percent of your
patholgists'are on a salary basis, dont you ,

Dr Btmirm. They are on salary basis, that is correct. But they hae
been able to negotiate on a voluntary basis and have done this
voluntarily.

Senator AN DERSON. And eouldi't Underthis bill?
Dr. BiUnz.' They canunder H.R; 66Th. But"if the Douglas amend-

menet were to be adopted, they would have to negotiate as a hospital

Senator A m~so . Ybu talk a od' 'deal abbut freedom of 9hoide.
When patient is adjiitted t it hospital;' lust who does he chdse as
hispathologist.

Mr. BTuLER. The pathologist is a consultant for physicians,
, IenatorA rons0. In 6their Words, yoU were talking aboutrl6

-6f h6iio. How does aLpatient choose h8 patholbglst?
) .Bf ,i .', Thi.is what"I &II getting to sir. Th6 pathologist, Is a

'dtor'i doctM. H-d Ipnsultsp imarifly with 6ther phtsiyano, tWhbh
the physician asks for a consultant, he chooses that Consultant in the
best interests of his patient, tp provide the best type' of consulting'dare
S Now, i th hospital he dan chi0ose thi 3 hospital pathologiC.! On' the

tlie'oitside' 6f 6o10: he tcan 'ch'odose thatsaune pathologist if the op-
or ates a private laboratory, or he can choose whomever -he wants. .It is
!tiephys'ftaxi who makes th6 eh6iee 'and who'.dbtrmine 'th' dohipe-tei 'Pf th' consultant- CAlls see his pwtieyit. ,

Senator A *misox. S6 if the phykian does it hdW -does he give the
,patient freed"m ofchoke?

'Dr B1. 9idf ' The patient ha' freedoin 6f choice in 0ievroal ways.
First of all, if a patint'wOttld want It particular'pathologiSt -t6o con-
sult he cQild have that pathologist oome to the hospital. That would
be one way.
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If it happens to be a specimen that can be sent to another pathologist,
this is another Way in which it could be done.

Senator ANDERSON. You think the average person who goes to a
hospital for an operation has any choice or makes any choice of a
pathologist.

Dr. Buin.In. I don't think that the patient whogoes to the hospital
needs to make this choice. I think that the attending phy cian is the
one who insures that the patient gets the best of medical care. He is
the one to determine, and should determine, the competence of the
pathologist with whom he consults.

Senator ANDMESON. I wondered about the freedom of choice
How are the services of salaried specialists in hospitals compensated

for in-the Kerr-Mills bill?'
Dr. BUUM. Senator, I would like to call your attention 'to my

presentation.
Senator ANDPsON. Doesthat answer the question?
Dr. BUviLFR. We are confininig our remarks on H.R. 667 to the

proposed amendments.
Senator ANDERSON. You don't carm to answer a question about Kerr-

MillsI
Dr. BUurER. I am not familiar with it, sir. Maybe Mr. Neibel

would like to answer it ?
Senator ANDE soN. I have been hearing stories about all these Won-

derful things about how it has been in*bperition. You don't: areq to
answer anyquestion aboutit.,

Dr. BunfirfR. ' Yo- asked about how compensation is made under it?
Senator ANDERSON, That is all.
Senator Loro. You mesa y ou 'don't know , how your services are

compensated for in your Kerr-Mills program _
Dr. Buntn. Yes, Ihave an'ideat bdI am-not'here to discuss com-

pensation under Kerr-Mills. .-I can say that under Kert-Mill we -tb-
mit our fee g pathologists to thwel lfare departmeitandin tIrn i'get
a ,aymegt back... , ''

%Thi is in Kansat which hap 't6 be juthe' stahS line.

Mr. NMIEL. I think one of the ti s th4 causes 66md 6r6fitgon
here, Senator Long, is te position thatth path:loith upites.
rdesp eto theienstitution in whibhhtrtllrAa . Ude~ thepre~entSY'S~ni;i Whieh wye bl1lie~ woild b ~ ',e.wd' by' ;pproval ogf H.R.

6675,a iibw wtitte'i' 6 th& 1 pathologist'& o ttutes th hospital client
tWed the bill ;olthe patient or t6 the inmance carrier or what haVe

Where this prcbduuis ;followed, most hospitals' bills eoftahn
statertieht to the'.effet'tha tthe bill) r laboatoty servioea is' foith
pr6fess"Inal service rendered by Dr. X", patholigist. f Thbf 'ha'th
hoispital 'sends thi bill does not tneat Ithutth6- p0olOitiat i s.,ho-
pita-l service. Ths is an arrangement wioroty;he hah- jtt'deaignfed
6' hospital as his bookk _pr beclse it' imo- ionverient, more

eio icali fr the hospital, the patieott, atid the pathologist to, perte

Under Kerr-Mills, i &6spital billen1 i accotidice with the arraihe-
ment that ha been arrived at voluntarily' between the hospital and the
pithologist.' In Other instances the pathologist, sends his owni bill
under Kerr-Mills.

47-140-05--pt. 2--48
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Senator Loo., Thank you.,
Senator C''0 S. Isn't t i t'u tliatth Veterans' Adnipistration and

the Publio.Health Service, the armed services when they seUre the
services 'of a. patlol1gist, thy handle them as independent praqti-

tioners in the practice of medicine aid not as a hospital service?
Dr. BunEa, That is correct, and it is a voluntary, type of arrange-

inent, too.,
Senator CUrIs. Do you know niy friend -D'. ShenkeOn?
Dr. BuLER.. I know John R. Shenken of Omaha, Nebr., very well.
Senator CURTIS. That is a good recommendation for you.
We have a similar problem in the practice of law.. Many States

prohibit a trust company, from practicing law. If they didn't the
trust company would hire salariedlawyers and a corporation would be
in the business of practicing law, and tley dQ it for one purpose, making
a profit.

It has not been iii the public interest and it has never been done.What yo want, in regard t pathlogists and these other three

specialties is to retain the House language.
Dr. BunLFR. That is correct.
Senator CUmrS. It is stated by the proponents of the Douglas amend-

ment -that what they are attempting 'to achieve is a continuation of
the present arrangement between medical specialists and hospitals.

On the :face of it thatseems to be the case, but I would like, to ask
,you this question, Doctor. Would nbt the adoption! of the "_Douglas
amendment have the effect of giving an unfair competitive advantage
to the patholgist's hospital services covered by inpatient hospital
services?

In other words, his services would'be paid in full, while the services
of the physician who bills for his own services would be subject to
the$50 deductible and the,20 percent coinsurance provision.

Dr, BUtLeR. -That is correct. Because' the inlatient services are
notes subjected ,to the deductible and coinsurance features, this would
be discriminatory.

Senator Cu ,s. This would be another factor in forcing all Patliol-
ogists to provide their services as hospital services rather,'than inde-
pendent practitioners1 is that right?,

Dr. BUHLtR. That is correct.
Senator Cur is. Now, 4A your statement you make a rather serious

charge about hospitalsand hidden profits, what do you mean by that?
Dr. BUHi~rn The cost to thehospital of tho performance ofa test

,qnrd the cost bf the pro fessional -ervice, subtract4, from the overalI
charges to the patient, is income that accrues to the hospital as profit,.
It: iW taken from those, individuals,who require large amounts oflaboratory service and i assigned'to other areaS, within .tlieh sptal.

We Slbnit tht it' is unfair t those patients 'who require. ex sive
use, of latborat ry procedures to 6pay in excess of what it coststo sup-

Pot some other portion of a hospital activity. '

SenatorCu i-jx. .Ir ted here the other day thatv listed a hospitaj
in acity of 12,000 to,13,Q0 peoplee, a:ew hospital, excellently rm.t I
asked what their charges per bed in various categories were, and it was
some $13 or $14 or $15.jess .thar4qharged in larger citieS., ", , -

l X.iasked, fhow tir y p u able;to do it?, X. asked themif there was
that much difference in their labor, costs and what not. ;And they said,

1 '''



6OCI4L BECTURITY 797
no, they 4d nlot. maintt~in a laboratory and the. Wahoj9gist R11. the
radiologI't and's6'aI nfidhy' Ililormedn-ie tha~tit wag11 th ptii of
hospitals to include. that in their overall budget and, th en when"tbe'y

fgedouit what bed co6s, Wei6 that Was one of the iftctors th16t Went
inthr; is thaft correct.?

Dr. Buiiraxn. G6:n6-41jT tliatisecorrect."
Senator QURTI8s. Any a great many patients' do not'sapih

olo ist. i~lha oi"rect? I s ah
WAj%. J UI1LER.CThat is right. Well, mos4 t patiets, who aire, admitted

to thie hospital in accordance -with regulations established by the- medi-
Cal staff, have a certain amount -of so-called rout 'ine laboratory p1)ro-
cedures, done. So, every patient, when the medical staff develops and
establishes such- regulations, does have some professio nal services of
thie patlilOjgist butbeyoncl thiat-

Senator Cuwxi.. It is niailin lots of cases?
Dr. B1u,It Y*En. Many patients(do ilbt hatvethesevcsoa dloo

gist., except for the routine prc460res? evcsofaptoo
Senator CUMrs s'tItasortthttl~rtbxkofhewikf

a pathologist is doneouitside ofthie hosgpital?
Dr. BiW'TEfl,J IWouldn'Ot -, tl great bulk et the pa~thol6gist's workis done ouitside.'the hpvpit~l., IVwould. say 'that "AppVoxmtl 70 per-

cent of -all laborator y servikes to paiet aePr ded outside fhe h6&-
pital. Approx Iiately 30 percenM~o laboratory' eri'sto pftfient~ are
rendered as inservices.

Senator Cunris. Yes. Among that 70. perceii thiatls 1' a" p r of
diagnosis and detection or possible prevention bfr hyee aet
go to, a hospitalI

Dr. BUULEUR. That is correct. Diagnosis, detectjon of dispAse and
therapy.

Senator CunRrs., Do YOU thiflk keeping'thes spec dlt$,in te category
of the doctor is better?

Dr.Buinwt. Yes sir;Ido. - ~ 4
Senattor 9_uwRT1s.' b0 you think it is btter frtedcos
Dr. Bu~zuEn Yessr,.
8enft~rU Fn'iB., ISo you believe ill lOA6* the hospltal cstsIDr. BuH'ER.J Ibeleve it' will 'lower the l o'at ry pos I c't
13enAto,iPwie t~~~li n4iig~i as oileo hi vr

All coASt*. thnyimose oii other as, oldI t wid 'tin
those cases?

Dr. BumEn. It May or it may not. Tt'dop4 La whte:o'io
the l aboratory excess Arfts, br inom~4j~ bod erebeng
-applied to, Other ara io u ~~ila~~ 9 $ing 6 if-h*61t ~oi&a-

who require laboratory se1rvices. It wouffA tp'erMitiftrWd dand 'that

Seutt~t CtiilrlJ b.Ekause "As. ddeOtpr logk,for'wg'dto, their -choie af

be.ernjiIyeesof -a. opin wo~vd -(o efect ui tenubro
people coming in, woual t? .I~*~.



Dr 3muma. E think- it would serisly curtail our recr~ilment ro.
aran.,

S ena to r (un~rs ow lon g' hav0 Qu been piketichig mnedicie?
Dr. BbuiMin. I graduated mn 1934, sir.
Senator CmTnrs. You have been. around hospita]A'
DT. Burn m. E ver since.
Senator Cunris., Do: 'y6uthink that therq is anything, iiapoW -ble, or

c4ifIcult about administering the House bill as ft. relates to these
speo'i'lties?

Dr., Eum. There will be, of course, a few ad~ministrative, p'robleffi,
but we believe, Senator, that we can 'mak6 thisO -ye bill work.'This8
is on6 reason wh we aire here teday, toedretIs ina writen.
We, want youf To~ow thaRt we will mnakre evry 'attempt to makethi's a

roworkable piece of lIsltion.
Senator CuRTIs. ell,91 therQ w 61li be aiiistrative. piobli ,M if t l

add~pt the Douiglas amendnient, Wbn't th4&e?
Dr. Buuu~'at. There woulId be fi6i serious I'dmiiitritvf& problem]

So iaorCirMs. I thik'so.
NoI live :in a, rural ara i hy h if bilt a, lot of 'hospitals;

but most 6f thi ed their specimens. or the tkMu4 or 'hatever it is,
tseine oth'6rei" ofdrthese sevies adrcbbl" they would have, to

Alpnge some of thi"mtos 6 .6n40:ies ddbilling peopl e,,i
the Douglia m~idNtwas Ado~tid_ beeaise itis hof-jt fAil at

tr:liLEU'. q exists9 tody, with, f.6 pr4ent wording ft .
6675,* in'thoaelhospitals whei,'th ratetn~oiyo 5t~oit
practice, there iscol1e1tion of thi fee. In some instance 'W th8h'p!W
is lesignated-hAr4xt '$1 He firiagoy d 6pedin'g kiipori tilter
,of the ratdramg et, aftrthue fees arq% collecteld{es a i
c' 4 ti it Ais 1 on; to " W4 Tds- part -6f IV.I hiw *' o=e 1as .04f Oes-
sional- service fees.

Under this le64a~qn, 'the division wo"Ild ta 9 , pac h'eo, Nlwcg
It would b6 efr rathe'tai~eu'r.Ti sh'n~~s
trative pr~blen thj voulq created. .,,T bla tak i4 i or

PM~' diffleullt to' iR . ~t ~~
Sen~ator Cuils ] othilik we hpuld Ro bilherp that is 6r

' i.t1t~.I~(iwe sh~l'*~~ il ~ ~ fsit

Tj~h0 OA

I have recefv~d a teIe_'%'mfrom t es~qejtf t 9 eyr,. It
Society In vh~cI ~ he exrae i P t~91i a I ~ Ipp~a t9 4er can

6876., -He further stated that the society deplored the 'tilof o* elo
hosital administrators In indicating to you their. ouiopprY tbia. aniendblent
without prior eonau~tation wity their medical ptiktt JEOI-VOIN is te einc as
tat 0xpresel i't crh, 28. whtc lathrplthe ili oul -of it wol it 66refeble

i~spt~sid~hesI~calai.U hi I' etsil thi ti~toutfoi *bt[14'
seem to be, to make. the coot of these servicesaiitimlofiremi~uriable- hbspital
cost as in your S. 1 in our hospital. 'To eliminate these costs, would -reduce the-

',- ; 4 -AYf181 U F31 BECtfiftt
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coverage to these eldql;v, ple by approximately 20 percent. True, It would
rMdI66 t14b6st bf the-pro Min but Is'this4lift Nnjtesi'04 W6 people Ivant?

-0.mi MAATW# _

Aft ruan Z(ospita;q onj N.

I WoUld Iikb th putth'at in the record.
Tlie'C 'If. ThankyPIa"Metor.
The'ne w4n is Dr. Edivin F.Maily,'Or'00p H,eAIth-ABS0dad0!1

od 'Azn4im i
Dr. Daily take a seatsir.

S ATEKBNT OF'DR. E' -DAILY V.ICE PR OF THE
pwxl , lk . 0, 1 11
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EXECUTIVE DIRECTOR * OF, GErAA
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bsurance'Plan of, greater Now York I ap 'in SUOPO 1 01 , .1 It,, di Pear a Ctea1 tfijLfiqurancef6rth6A&A e CAI Assist-ance. The 6akd of directors of rese , 6 d4hdio "ni'RIP nt i f A,
mu'nIq I6ad6i1i'froin-,M dt1A ' ;m.6 diein'e!Vb611-,athi 'bilS*ifi6illy 6JAorsed - S, 7:

ibn 16f America, is 6. , n 6kitanik6tion
dealcitbd b& inii 'io ving the"AVA'M111% effici6ne d "Wiiy' of iiikHW
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f ' ticeo 'ffro"t ptad, These p P tions, A ddctd dhea th, am., lans are qi ja o rS Ali 00 Sijh uriqYhkli &6* e, obmpre e! tpL za-1 , 6 -, -d (,I, "A"' ' ' ' " h: fiiive' 1 - i th &i d'direct 7*R, folj fildivid-
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.Pi~~~~esident~0 1 Cl, x us hat pssg otedngre,. 'n klebru
ary 27, 1962i safid:

Experlebe it -many cmmuffiti -fsprvnths v'Alite of group medical and
dental practice, where general 'practitioners anid niediddU specialists Voluntarily
join to pool their professional skills, tq u~e ,qomnmon, -gcllltl~es apd, personnel, and
to effer compreheg p , t,a1t.servicep to ~Jerptet.Orqiup, proctle offers

gea'poieo nroV hi the quality of %iidical care,' 'Ad1fe nt 8isfiat
economies and conveniences to physician and patient alike, and of ft~cilit~ting a,
wider and better distribution of the available supply'of scarce personnel., .I

subsequent health~ mneages of b~th President Kennedy, and Presi-
det John'sn-hatve r~titerated thes3 staitemients.

-Severaihundred thoiisd me~r and'Womon -65 years6 of a&&'or older
at6:now receivn their medical care, fromn the doctr in t ese group

rAoti~e plans9;"ur association therefore, has a.,-direct interest, in the
beefit pro aun tobe estolihe under H1.1k.
Group Health Association of Axnieric, has a"1611n0 i~ec rd of supp-ort

for, a- soc~l, insurance approach -to financin geaIh, services to, the
elderl ." r fi tremely gratifidi~tteHueo o5eetiic

liapssd H..675", whichd a v8 intr supplemenary 'benefit
o9f speciied Physician' ser vices"" and,1"medical and oiheihea'lth Serv-

ics ~thebsr hsel4th insurdnc6.pkogram embodibd :. l, intro.
du ced by the distihgished~ihmember'of your commixiftt0' Senator Ander-

son Wth5 thr f is colleagues 'on this comitte 1 n 430. other
Senators., t yAs my privilee. wth Dr. Dealing, to appear i~as 'repre-
sentutives, Of GHAA toefore thie exQcutive Ooitferences of A ie house
Committee on. W san Mesi support of41tfl : I$' tli House
bou n te rpa'rto 'd1.
*Thle Adt o4 t" ~plei~etj prU ramr provyided'unaer part 13
ofthe prewnt bil 1'iiqb~tantially expands the health benefits vihbe

t'$the. elderly' under- ocial insurance. ,By Wdin pyian'srces
in hme r ofic aswil ashosital, it Provides better ba anced bele

A~ts and follows. the course long pursuedby goppactc lan of
6nouraging te pr'ovision of 1n 0'~ 14ao ut ide th hospitalan
iinnrmzm th6 use of costly -hospItal fulteS.,

WeblievI6, however, 'that the bill can. and shl be Orhr im-
proved in cerfain respects:,

1. We are bm ecee -about h, etinniftin so ~t in'surau'ice
beiiefiti under .Rk: 6676, which removes, frNoeg uid'ar A

tesyieqs pr~yided W-y djologistp, p~h
and' hiiis f~'hosPitizeoepti4~ ain incopal these se rv -
ices i, teUp eeary DO'ti~d pir1aA ' 1it addinal
premniums, Id etib e, 6n4 poni rap Fromin the is're peron

ices'essential to tecare of "' ost. i lness uil ss h6 eleeted'h6
uplementar ,coverage d then hie w.ioio e~b~t o 5

deductible "4n fre r 2 perc t oX ,VjeA o

supq vision .,) Coi~o 6V~s~al
6ver the' O t ri6vide th~ ser~ieft unrdo&r da iVret01 afri 10

met-otatlry hip16:
its -oh HR '07 ' y , retMnerf, 't 'cetera---'ith, tt! sev";l'sl Al sists 11A'60 ouldrequire( altese arrangements to be6 revised
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and would eAtI .umtd1 brsomo admiistrative complic nations aswell as
int6rerbnce with intnalmanAgement of hOslittals. t ' .' , , I

We are pleased to note that the Secretary of H -lthi, Education,: andi
Welfare, the American Hospital AgMOation, and 'the AFL-CIO
among the witnesses before thb kbi nittee,: havb recomme nded rversaf
of this action. I ur association joiis in this reeonMmendati6n, which
we believe would be accomplished by adoption of th* amendment
introduced by Sefiator Douglas.

2. A second major concein with: H.R. 6675 is to make sure that the
legislation and the administration bf the benefits programs ' clearlyallow for the continued operation'of prepaid group pratic -an and
contain no inhibiting or hanipe'ring provisions. Many of the people
who will be eligible lor benefits uni-der this bill have Oeded to receive
their medical care frin' tle' 'gt6ii"ptractice'Plans. 'The bill wisely
provides that'the (overnment not interfere with doctor-patlint' rela-
tio-islips.

•ro!up practice plan wish to provide the benefits uinder'tliis bill for
those ohgible persons who have elected or will in the future elect 'to
r ecMve their medidal'care Iroi., them. W'e believe e moreover tlrat' it is
in tho' interest of g6od public policy, afid .consistent witl the recom-
mendations of Presidential health memages to the Congress cited
above, 'that the 'services which group practice plan s'provide to 'the
elderly ider H.R 6675 be under arrAng ments3 which will prese'v
and stren gtheii the special features of these' lans w. which contribute
f0 the 4uality, efficiency, aid c6i' o6f medic care

Among the relevant special features am::
Payment for care on other than piecework, .fee-for-service basis;
Elimination of physician'S personal financial iriterest in niiy ndi-

vidual patient or procedure;
Integration and continiity of 'care-by balanded, frgitnized medical

staff 'of family physician and specialists; in hre clinic, and Iospital._
Inasmuh as group 'racpic p laii 'physicians are not 1ofipensatea

on a fee-for-service basis, t.h b i should provide for payments to a
group practice plan for'ach of iWid enrollees by a6 periodic uniform
and, equal 'contribution 'for all e.igible enrollees on the basis of the
"reasonable ost"'of benefits sp_'cified nftijhe bill, ' :-This would preserve
the method of operation wlich group practice pan9 have .developed
to insure quality and efilcienoyof service and will avoid the costly and
inifficient billing problems of fee for 'ervie.3._ 6We are-also ''ncerned because the bill under section 1862(a) (7)
ex clides payment for "routine physical cheeku'sp eyeglasseS, or eye
examinatiohs for thd jiirposg of Vresoribingi fitting; oif 'iangingey'e-
glasses,,hearing aids, 6r examinatns:therefor, or immUnizations."

As an administrator'of mOdidl carefor 30 years, I ktaow these exw-
clusions are not in the bebC hirests of th6 people to be served. For
example the following Services are excluded:

You, as an eligible person- underIthisbill, visit' Your phyAIoian f6r a
r6itihe-checkxfp. Yoiiake feaiiul of cancer that killed several relativesand' friens, and * you wint to detect it eirly' ifv.ow Hhuld !eer. hnavO
cancer., You do exactly what you should o-but' wliatever' the cost
for:iis 6xamination'may. -be' you ust- pay for it asit,ik not coveied
Uihdertfie bill , , , . .

You hpa :read that glaucoma, blinas 5,000 persons a yetr .Inthe
United States, that there may be no symptoms until the eye is damaged
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and that on. ,-routmiu checkup, it can be easily dete ed arly bysimple test. Well rout ine Checkups aren't covered or this b'l.
youmust payfor.theVOL.,

The National Cancer, Insttuthas contracted with HIP, 'a prepaid
group practice plan serving I0OQO00 enrollees,to study, the eady de-
tecton of breast cancer by routine Xrays f the bireost., There are
40,000 w omen. involved .in this important stuy costing the Govern.
ment $400,000 a year. Even if we find that tis 'new .diagnostic too1
does result in a lower, mortally rate from breast cancer, such tests
won't be paid for under this bill.,The ablityto read and to hear are about the most precious assets
of older people. Enormous numbers of older',people put off and put
off that vision or hearing examination because they can't afford it.
In our experience with 18,00 o1derXpeople on welfare we find that they
require more Office services from eyb physicians than all other medical
specialists combined. Surely eye ref, action and hearing tests s otlabelcovered-by the,bill, ith appropriate safeguards to prevent abut.

Immiuuzatins are also. exided When asian flu threatened our
country a few years ago, the Surgeon General of the U.SPublc ealth
Service'urged immunization of all older people Since they woild be
particularly vulnerable to this disease. .eonHIP and other grouP practi plans promptly followed n
General's advice and immunized -thousands of our 6lder, subscriwbrs
wththe Asian fluo vaccine. There will be other ocasions when vac-
cines now available and vaccines yetto b discovered willfhe indicted
and urged for our Older people.' These preventive services sh uld be
-covered.,

In conclusion, ,we.wsh particularly to commend two important sec-
tions of the bill which have received scant atfention"n these heaiino:(a) The Natonal Medcal Review .Commite, under Seetin 18'68
ThI Cp.nm ittee, if composed of courageous and informed leade in
the medical care field, can be of 'imeasurable help to the Ooveriihient
in assuring high stanidards of medical and hospital care.

(b) Under gection-1875, thc ereary is manC ated- ,
to carry out studies concerning methbds for encouraging thqifurther. deyelop-
ment of efficient and economical forms of health care which are a construc6ve al-ternative to inpatient hital care. .

HIP has accurate statistics of labdraty and X-ray studies of: our
patients by'age and place of servicefor Te past 18 years and we will
be glad to make this data available to the committee as well as .th
-experiencoof our entire staff. ,

The Grovup'Health Association of America'will b pleased to partici-
pate with thi Secretary in the studies authorized, for, we are confident
they will lead to great .eonomies, While at the same time improving
thequalityof serviceprovided..

I thank you for the privilege of appearing before the committee.
Senator ANxiseRoN. Thank you,Dr; Daily.-
-Two orA.iree timo'in, this hearin I have had owasion to refer to

HIP and .1 want to commend you now for the fine work you have done
in thatgeneral field.' , . ,. .

o ,0Ustate million me, women, and children are covered by goup
health plans. Do you have an estimate of how many Of thew: are
handover Vo s
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Dr. DAILY. 250,000-300,000 would be, I think, pretty close.
Senator A1NPsow. We have heard it said by some witnesses that if

Congress passes the health insurance for the aged, hospitals and
doctors offices will'become jammed.

HIP and other group plan have no deterrents such as deductible
and coinsurance? Do you find the aged overusethe plan?

Dr. DAmY. We find just the opposite. Our experience has been that
even when large numbers ot people, and we are taking care of 700,000
men, women and children now* they can have all the medical care
they want, there is no cash payment, everything is paid for by the
premium- there is no deterrent to it, we plead with these people to
come see their-doctor for routine checkups at the least signs of any
illness, the problem is to get people to come to doctors. We have
also had and all of the other p1ns have had what we consider under-
utilization.

Senator AWDERsoN. Therefore, I am only trying to qualify you as an
expert because you certainly have done some work in this field. if there
was a $40' deductible in one field and some deductibles in others .you
would not expect that the hospitAls would be jammed by these people
seeking to go in for examinations.'

Dr. DAILY. All I know is that the average person doesn't want to,
go see a doctor. Many people fear going todoctors, and they do not
use the medical services that are freely available to them nearly as
well as they should.

Senator AwDmRsoN. YoU mention this concern that the House bill
does not provide for routine checkups or eye examination.

Do you believe there should be more emphasis on preventive
medic ine

Dr. DAiry. I am sure of this, Sen~or. This I really think is
tragic, becausewe do have'knowledge, sir, of early detection of cancer
and glauco andmany .other'lnesses and how much better it is to
fiu hsetigalA be'416e'to domOplehng "aboot t

If people wait and wait and witr to. go 1n unthere wSYnptoimis
'aid theyare reallysuffering it is often late to do anything.

51,A"'oiJr. I xoni~ hpp to ihvd yo6 say that-boc~tise, there

have benaretil w atched by hy F' lani over a long pro oI yeajs
kAovyt!e vaue iii'belg'rye y4yo etlnai4rglr
in..ggtyourdoetorR', *,,

The-pfqt B, the suplementary insurance program, provides a.
fhiwMrthat willrui $6Pamontlt. ,1to, yo think that-is a realist i. g I, low . d. .... f coi n-

,with your.charr e .,y . t,1::. , W , I.e,-- adr,( oil,, re havo " " "" W avn ad
:Lime,.todo i dX the ~taed stuy, ,eo.,wished, ,but f~or thei Ob, hte.
provided- underth t pplementary program. herev, Ibelie it can be
donfe 'r .tiI1wintrthat - og h v'sblished threi foif the $7 ..
year-per person. I believe it nbdone-".'

S.torAND1WoQ. Doctor, would you do this:4' iZe thor has1
tobe a voluntary ontribtitiii woii '' ousu y p voy_ records again

-ld siiai i bd thr twioy T
before this comitteon the adeqft' of t46 pa'6 f , $o a Mouth, $&
from the Individual and $8 from thR Government.
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Some years ago, when we first were discussing health care for the
aged-through social security, I submitted to a, well-known, very largo
insurance compimy the provisions tlat wore in that bill and said "I1f
we are to provide complete coverage how much more would you have
td'hairge for ani.insurance policy to cover it?" ..,

Of course, they, had, to -take -into, consideration m.any possibilities
whether. they. would be allowed to meet, with other companies and
try to fix."the rate without antitrust considerations they would, have
to take into: consideration what other companies were doiiig and so
forth but 'they came forth ,with some very interesting'fi gures which
I wouldn't attempt to hold them: to now, but they did indicate on the
basis of wlat they submitted that this $72-a-year feip.,,woul be maybc
a little excessive but certainly -not too small, and, I w6uld appreciate
it peirson'tlly very mucll if youw )bpuld take one more- look aiind giv;e
us another answer, if you feel that is necessary.

.I feel anybody who is insuring, 700,0.00 people has spine 'concept of
what theproblein is. I wouldIbe happy to have your expert advice.

Dr.,DAILY. ! would be glad to gve.;you a. memo o1 this, Senator.
(The information subsequently furnished follows:)

HEALTH INSURANCE PLAN O1 GREATER NEW YORK,
New York, N.Y., May 18, 1965.

Senator CLINTON;P. ANDERSON, ,,,
Finance Cc'mmittee'of the U.S. Sea, ate,,
Senate Offleo Bitding,
Washingtonm, D.C.

DEAn SF',AT6R AOERSo0N: You- hkedme, at the SenateFinance Committee
bearing on May. M, to provide you :with Information on the basis of .HIP's
experience as. to the reasqhable 'cost o, providing the benefits of/ part 1 under
tI.R. 6075, hereafter referei'd to astlie bill.

.A review 9l our pvailabje data on those benefits In the bill now pbovd~d bY
HIP and a cons6rvatlve estimhte of tb cost of thebenefits wbich HIP' does~not
-currently provide confirm' myt statement -tt, the, hekringthat,; $72 a year would
cover the reasoliable cost. The following provides f brea down ofour. estimates':

Estimated qost of currently "providing those benefits, specified in the bill* for
HIP enrollees"bf all age grcifps 1'$44 per; person .I'r year ' Avalable data
indlcatethat-'thecost or Vi6vidlng these benefits for persons age 65 nd over Is

.approximately, 2% times that of, the cost for ovr average :populatio, og $110
per person per year. In addition,, the bill specifies services not currently .proyldd
by HIP; such as, psychiatric care, home health services, and ,certain prosth4tlc
appliances.

hecost for these new benefits ip "stimated at $15 per. person age 65
or oer er yar'r'atotal a nnual ---csto------------------- $125.0

Less estimated average income per person per year from a $50 deductible.80. 00

Remaining cost per person per year ------------------ , . 00
'Less 20 percent of cost not paid by trust f6nd.. . ---- . . '17.80

Net cost per person per year to trust fund ------------------- 11,20
The preceding :estimate' can be nflu hed by the c'harrkWltics of Ithe aged

people'Who migbt select our program. For example, if the ,grotto that selected
HIP was predominantly ill, then- the costsimight be highbr.-'i If an unusually
healthy group of people over, age 65 selectq.HIP, it Is possible.that the costs
Will be lower.

Sincerely yours, ' .

Senaor A ' 'mso1 .' .Th" Ayou " ' :  :, i'
much the nfoqati6ii v sl

dtiib It / 14vrni
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SenabDr Cuims., .No questions.
Senator ANDEMON( residing). Thank y -on very much, Dr. Paiily..
The next witnm is, Urb-Diamond.

STATEMENT OF BERNARD 1, DIAIKOINDs DMEOTORj, 11 qISLATMI'
COUNCILi A=RIOAN.-ASSOCIATION -OF, BIOANALYSTS; ACCOM-
PANMD, BY'RALPH: V;'MANCM COUNSEL,:

lfr.- Dr,% io* N6. iAfr. Chlafrhutn', aod. 0,1aikMA"-d thid CMfilittee; We
-uppree at wfd1thhftk -ydii forthiso ptirtunkY.

AfyWAtTi& I aw tvblozi fial3 #- Aiieictor of.'the
Diamond Labofft6fl6s- a bid, iialytic'fcl,,I'Rbdio:tbry-in -Pbilitd6lph ia-i Pa.
I -am dir Wr '6f the -' 'isl6tivei Cbiiyfeildf:the',Aihoriean"Associifion
of -Bi6nn6lysb§1'-_Whieh lis tiffilia'ed with th,6,Atheri, ii an tituteof -Bio'-
logical Scieiioea and the'Kiiierican Associatii)ii:16r the Advancement
ofseiehce. 'I a§,ya',-k before, you,. .1 - t and, repent'the request'6 'the nifionMof. Elizabeth, . j at' ing', a
mo6iation' -a-Ad-'the 13 -,Of -,,t116 printed
statement

The Ain rlca ,Assoc'latlon oi motd li;is,.
The New York'state Assoclatkoil'of Olinical Ld-borato rie's.,
The Now York State Swletyofnl6analysts.-
'The New Jersey -Association of 0, linicM Laboratory Directors.
The Pennsylvania -AxApelation of q;01 Labor'qtor4p-
The'Calif6rh1d Assoclatl6nof ClInic4l Vbbrttt6kleg
The Rhode Island Assoeldti -on of'011nicauaboratortes.
The Mase'RC'b'USiOtt$"Aago al[ttloii,6f 011hi0il LabordWries,.-
Th6 Illinois Association of 0Un1c41'Lab6fttqF1es.'
The W9 A0qc1at1qn og ploanalypts.

n ft00cjj4fk'T he M16146 'qu.p , oah4lysts..
The donfabetteuc W, Iattofi'6 Offilical )b6bi6katodrle s.
The Texas Ass6blatioji of Clinteal'Utbdrdtorles..
The Florida Assoq aflou.of UedicaLlAborgiorles.-,

-atid prifibipleis)d ,th 'n
-We*m!PPb th6'ba§id.'Piir0sq 6 av h6gpitaf in-

I* pfl6gtt"! the a 6d,surface uAd:he&lth-U g And thb ekpafislon- ofrafris drid6f -the piAqj 69e& S6ois1. Seburld --A iiendrnent s,existing g Y.

As"presently,,' tteii ip: se oti6xi 1801( )fthb bill, limits: 'A'tletnl for
'0 u t 01e fit, b i6 6 fi al A'i edl: I'aborht6r, 6 8 Wthqs6 furhiahodby-vindthrou T. isAl ft'on -AL&redita-gh.hospitals accr&11t6d'bi 

e, .oltit" Coifioi

'tion,'of -Ho8 itAl§.:,! cousaniiq the -*ftAl. se'Me6g blTer6d, -by. -the
man tl. ohhospiuat, ind '' n'leiit'bioanoly'tictillal)orittories- ih'rp ighbuitn 1 64 f 20'kailfidill pf -the country, servIng'oYer 60,000 deih I" : 61ud64 ''frtionts'per 'Yeaf, 'are *Pe ' toflly atid 66krati -'ex 6fii'the
intW*ated-teaiw,6f tv&ila l6-afid1qftjajfiw 'W11itieq 6- whielfUtal

lyingA 6ffeb4t6-jM e-
lu , 6, C AMI 13M6 Shi6ld,

t§ 41he dth-1 14
State deoattwen .661 RAWdepa

(+ktm, r6be -in6dj-
care pr6gkiaih)- gnd btl!64 ihoftrin

'Th, this lrbspE L-&re* !th6;bilHA Mit0i
independ6titil'ttWrd6tii §'ifi''t, 'eiU i ft6d.;$tiiWit b Aifii(-al

&)DWdh4 '6PW;.ittllY1 d n tt6hqd
to perfoityw-analyses, of ffiateri0s froifi-tiolosgi6itu-mit
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humna% fok the li"c'ensed ptactitioners-of the'shealing a'rte, to faciitate

Readily available atatisticsiDn that thereare nodt 6idugh ph~rsi_
cian specializing in laboratory or to 1111 present di a=-iostc 'test de-
unds ibyfte medical practitioner. 7 Cn4quentl ibtiVthe aid, of
presentlye'xisting idpidn aoaois ohJ.adnnMD

direted thewo~loamuA-to e eesty:,nke ejfetive 'Performiance
and'supervisibn increasingly difflt. The Pu~i .hl besred
every nafied; facpility available in, the omnt, This, involves

not only' the care of th6 hospitalized patetb th hsca,'u'
and. heepital staff, .butalso',the care fi the At~iome-pai4t. by what-
-ever. iiie*sPns the- physimai chooses asthen1 iosteltecave. I~~

The proposed bif shudb fetv noe~ton, as weT as- 8 nd
in qoncopt., ot~l~enihr ifava ilab d~ulfedsrie
facilities, -which, are now s~tisfactozvijv seyg hpublie under State-
imposed safeguarl reto be exclu ed e ge ih a rnid
aim of the, proposed til-to poieth6'aged wlis~tie eto

ainst hospital costsdi n iin to cover, tei helt services-
'which, where mueialleasible, are, a less expensive ani more reason-
able and practical alternative to inpatient~ hospital care. A-t tthe ex
clusion of the services of the many l4endM& b Vnal 1i laora-
tories is. neither -Iuift, reasonable, practical, iior, necessary., W h ne-
pendent laboratory at. the present time ist already -rendeing, essential
services to 'both thephysician anid his patient, under the physician's
dlirectionr.
iWhy does the nonhospiisa, i depenen lOratoryj ezst? lecuse
inmany cases it is'the only..quAlified- MYonven enitly available'6" to,

the public. Because the independent It~o M ,. retra "wsn-
tive to the needs and-demanil pofV* , at pl4~ , ati , nd
better prepAred, to meet emrgees anS ])eca ndvi. ual eirc'ii-
stoances, suchasthosey reuhigiuW elsfoq'tsing&

,:Bca~e~hoo~itI lpWbqrlep OlOKia~O t ul~1he, .qyer-increasng: olneoftestin Y h~c~ 3c~s
t hor? v~~~wa di'~o n hypq. A P"O_2laa:~s
cordial relaiohp ofm'q -a, cop
econoie life- awk 141txne~ eqoi2e0 OX hYdp~4~

oea'tte o.A9nfIqO *OOP tVe Y 'tnS
j~[I~i' t and j idgpnto

~~r~test o e~ijig , qity. an4 g
A htIX d e'et Vie 4 rp,4#~t.v 7r B)

doesp ite the provision o scion 1 , eni~VM,4 e ~
r~ted.~,Th~idp~1~~~~~~e 1e~o 019equest

~ KWd ,n gats~6hl f" ir 8 hi4~ebr
.. '11 10 Mos. Oirg Y eAnic

pRara wihadfeunl v~.1wr te~ ai 0y h

hos40;il, Jab9p try, whi, o4though'the hoP~i~Isl s xmt
4Ike the, indope W;rt aboatry,4 .p'ftnlxgnePie
~In any, case, tkill woul4.requirAs oK01al arMA NPof, %esheue

foralliafra, iies cove by it.
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nie) JproPOW4 hospitahimsuXAW0.1, TOM!W is W-5. -. (44PP rpil

caption of -"institutional"
and the assurance of appropriate Standar4),,r T k-s-
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nwe984 b and thaVthe,ser0ow 
%, '0 A
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candetermine the ('v ediml rimos4t (IwAi? Services.

sician, y ) :
(*ncVq opor

gn 'the -physician directs, when snd; m. I,
shall be performed. . Only the ph sicift'n , Worm I" Iry

report;angl guided thereby4W, s -a U. treq40*1t-,,, t
Aetqrm inpi whoth

Thereforrifig iphysidian must lioLu+.f (,d t or suq'h.)BqgV,,,
idei- aie- ijuUjedt)th!fwsponWb1e 
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reliable aids *-,,hi9ct1"trfientjQf 11M Pmtlmt,*", W0 00,m.R14 'P 19VIP
the i con&P*trof NhAitu0dfmVjjng A do , V

,conc6pi to imkboW,-pr,4vAa md,roq -Y IM
tlio-Wlidoegiit; p .6ar th tt,, -the.. mApWnce v 9
phygicicinsbfi the_;Nxt om ,rec"t ilito-, t!'o c-,

.or 
Stat

theAt the law an

Re-be ti'Aj,%j" TthvfaqtthMSi tiontvaUotbevieforrg4 01 Pa 04co "JA " rfor, diagnostici Wervieia by StWilf licOPA4 014A MW
-i %eolvm

UV tliatithe hYsk"',iknjsim-fU1a 601he, M0410,

44i4b-itutionil to assuine r'es i nsi6ility or the Nork- 01 thet ry,
t6, whiihi e.thas! of&rea lisopationti., Tho'phy- jq-) m

IN hylhen-i.rqust wembw
threat; iZQitute c(cinc'Aitutf6n7,.to-,impom-its-,iix, dgment, wAt4 Wpject

kpto laboratories upon him and his-Pat*
W116! M ' that hospital- is i actually to ..W= 0, aad!,J oip to,'m

ysialem,,jadjudged_6
WhyAd tholin'dividuO ph " i i

1qe6n1jW.6nt[(oruhreliab161 ;Mh6 Wm psb
sician conf,-, iin, practiceit as dme t1mit r '4Ajjty, t64hisp

V) 
:-,

O.f3UbM!t that lie cim, %Ad, does diso1*0 tilm
-qAtj, A d vA4

h' "it)atient4;,,whdther.M ,,hospital).,Or xi
staff-lmoinb ,r,,,or' Wdi.yW alr, pia6tido4or., it n4, j .41 97
rhefiti!qM)pi)a- ther b ")YJX Itl C, 4 Fj ti.0jiVjn,61 tthetpr6toctiQ *314 1 .1qqml ilfp
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,the ir dlvidual t in'titution upon whose reqq4p. A
ltmgt) fem -.Jwill"be

ProposeA bill , s: arbitrarily. to: d-
pxibli ,-oj RAI. ess0itial tuei bor) ofth , int.recomme,11therefore , F ciliv -conclusiqn,, :we t -4
ration of an amendmen 9qAP:.iAo

""the oq J ; . ), t,
-movide f or direct ivyjftexAtff or. servxm, yeodqvo,4.,by p j) qq,naqtl l
ti orator S fieAor otherWjw!Wgni r, .ppi . Y

ylice)=T certi -god. 0.
.-a opriate'StateActigm ff
'i,,That ky6ulvery,;Muohif. ,i!! : ,

''Selititor'iA;XDFRSON ,Tlituik-yottMr. iamoiq
I N ouldlike.td say that, T -appreoi4te -vpry: inxxC-h -the -wkly.

.this imony i ut together.
test sP

Mr, DxAM6wD.,7Thankyo','u),sir.
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Senator'AwiEPsox. It is legible, easy to read and pleasant to read
and I appreciate it very mueh.
Mr I AMO NJ.D. Thank you.
Senator AwpFmiOm- SenatorDouglas?
Senatr:DounLs. At the conclusion of the questioning of the wit=

ness, I would like to make a statement for the record but I think
probably it would be well if 1 did not question the witness.

Senator CUiTis, No questions.
Senator AN-bDRsoi, No questions.
'Sehhtor Douglas?
Senator, DouvarLs. 'Mr. Chairman, I have noticed 'in", recent testi-

monyirnd press reports. a growing amount of inaccurate comment on
the amendment relating to the hospital services of medical, specialists
whicl' I introduced for myself and a number of Senators.
t First, these attacks on the amendmen.d allege that it would remove
c0.oage"of the, services of medical services from the voluntary'plan,
patt H Md force coverage, of these charges solely under the basio
hospitAlization plan, part 'A. I-This is certainly .a misunderstanding.

The 'fact is that the amendmentwould permit coverage of these
medical specialist services under the basic plan,.part A, if the hospital
bills for the services and if, for 'example, the specialists are paid a
salary by th,6hospital or receive a percentage of the; income of that
department-'

But if the existing or future arrangement is that the specialist ren-
ders an individual bill to the patient, then the charge may be covered
under th6 voluntary ,plan. Under' the voluntary plan, of course,
coverage is conditioned .by the $50 deductible in the calendar year
and the 20-percent coinsurance feature.
'Second, a charge is being made that the amendment would interfere

in a matter between the doctors' and the hospitals and that it would
force doctors into a salaried position under the direction, of hospital
administrators.' The contrary is true, The amendment would simply
permit' coverage under either the basic plan 0r, the voluntary plan
depending upon the existing or the future arrangements which the.
doctors work out with'the hospitals.

Since there wduld be coverage of their services under either the basic
plan' or the voluntary plan, the law proposed by ,H.R. 6675 would not
interfere with-the voluntary'arrangements worked out by the hospitals
and the doctors. I think that should be the amendment proposed t.oH.R. 66Th. . , ,

In fatt thl opponents of the amendment are the ones actually asking
the Federal Government to interfere in these arrangements. They
insist on the less complete coverage restricted to the voluntary plan
which would directly interfere in any present arrangements where
the hospital bills the services of the specialists..

The opponents want to' use the law to force the hospitals into chang-
ing their arrangements with the specialists.,

Third, the opponents, I think, reflect improperly on the American
Hospital Association ' and American hospitals, in% general. In their-
pres statements they somehow charge that the support of these bodies
for the amendments is greedy and profit motivated. I Will only say
that the facts show that about 90 percent of the hospitals are nonprofit
organizations. Only about 10 percent are profit hospitals. And I
don't think they can be charged with being greedy.
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I doubt that 90 percent of the members of AMA are nonprofit

professiOnals. '
In, summary, the amendment would permit reimbursement under

the basic hospital plan for the hospital; services "of", -radiologists,
pathologists, anesthetists, and physiatrists only .where the specialist
receives payments for his services from the hospital.rather than ren-
dering his own separate bill toth'e patient. Nothing in the amendment
interferes with, the coverage of his services under the voluntary plan
if he renders individual bills nor does the amendment take one side
or the other in what the arrangement is to be between the hospital and
the speialist.

I hop6 this clears this matter up. If them is any confusion in Ian-
guage,'wewill be very glad to meet wtli representatives of tl se spe-
cialties. I want to make it clear this does not mandate'thatlthe four
specialists must come under plaii'A.,biitit'does permit the doctorS and
hospitals to .agree istead of compiling them't e under planB.-Senftor ANDXR8ON. "I appreciate that fact that you made-that state-
ment, Senator Douglas. I tried to point out, this morning'Ad one-
witness his own- testimony said that 26 percent were now, receiving
salaries itnd were acting in that capacity. All the Douglas amendment
says as I understand it is whatever the arrangement i s nowit; shall be
allowed to continue if the hospital wants it tha way."

That'is what the people in my State have. bjected to, I, thipk they
obectto others a provision which wipes Out that riglit. .

Paul D. Hil
Senator-Dou"tds. Excuserme. ,',
I Want tbbe sure you know that, tcrify.'this point,.we iWQ*duced

a second amendment, .15- to replace. 79. The purpose of 1I6 wato
make it even clearer, whatthe intent is, and I wish our friends, would
address themselves to 166 and see if this meaning'i' now clear.'-

Certainly the intent is as I hav(e just described it.',
Senator ANDmEOR0N. I think those people who testified this morning

on this should have an opportunity per aps before they leave, to see
the testimony Which has give'"andse if th'y have any comments
to make in view of what Senator Douglas has said, because If all'to Se
how it disturbs whatthey were talking about, freedom of choice and
things Of that nature*. '

Mr. NmEx.. Mr. Charman, do I Understand the College of AmerPi
can Pathologists then Will be afforded an Opportunity to comment for
the record on Senator Douglas' statement?

Senator ANDiEisok.' Yessir; Mr.Neibel; they will be allowed.,
Mr. NEIBEL, Thank you very much -Mr. Cha imqn. .
Senator ANDErSO€., I think, Dr. Jtihler, it will b;very important

that you do it because the wrong impression is sort of left somewhere
we are not reading the same book.

Senator D0 ours. I wish they would look then, at amendment 156
rather than 79.

Senator ANDERSON, Let me just saywhen we start to work on this
bill in the committee, I am sure th6 able Senator from Virghiia, Sen-
ator Byrd, will wpnt to: consider 'all these proposals that hav 'bdeh'

made will want to consider All objctionsath  all these people have
raised, and if you have raised an objection tol one amendinent,-anid,
new one .has, been prepared to clarify the mtuatin, it will' be very
helpful to him and other members of the committee.
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as now written does not give preferential treatment to any particular arrange-
ment between 'physicians and hospitals. .-The charge that enactment of this
legislation Will result In widespread renegotiation of contracts is simply not true.
The bill merely requires that these four physicians' services will all be billed
under part B of the bill and hospital costs will all be billed as hospital services
under part A of the bill. What is done with the fees and costs collected under
part B and part A, respectively, Is subject to any arrangement which the physician
and hospital might work out to their mutual advantage and the advantage of the
patient.,

We readily admit that if either amendment 79 or 156 were to be approved, that
the professional services of pathologists, radiologists, anesthesiologists, and
physiatrists' would be available to those over 65 in both part A (hospital services)
and part B (physicians' services) of the bill. It should be recognized, however,
that hospital services under part A of the bill are only subject to a, $40 deductible
for inpatient diagnostic services and only a $20 deductible if such services are
to be provided toa patient as ap outpatient, After these deductibles have been
satisfied, both physicians' fees and hospital costs are paid in full, Contrast this
benefit pattern with the benefits provided under part B of the legislation. Profes-
sional services, rendered. and billed under this part are subject to a $50 annual
deductible and 20 percent coinsurance for all charges billed after satisfying the
deductible.

The differences in benefits under part A and part B of the bill make any alleged
freedom of choice for the physician illusorY. A careful reading of the testimony
of the American Hospital Association cannot help but reveal that hospitals will
bring almost insurmountable pressures to bear upon physicians to have them
provide their services as a hospital service and to have the hospital bill the
patient for the service thus'provided. If thephysician resists, be Will be aC-
cused of holding out on the old folks inasmuch as the same services will cost the
individual patient more if rendered as a physician's service under part B of the
bill Furthermore, as indicated in our testimony before the committee, over 70
percent of laboratory procedures are now performed outside the hospital. Were
theso services to be provided -"free" as hospital inpatient or outpatient services
after a minimal deductible is satisfied, the result cannot help but be to magnetize
patients from the private practice sector into the hospital for there the bills
for services rendered will not be subject to the 20-percent coinsurance require-
ment and the larger deductible. Accordingly, it is the position of the College
of American Pathologists that adoption of amendments 79 and 156.would 'be
extremely disruptive to existing patterns of medical practice, add Immeasurably
to the costs of ;the social security financed program, separate physicians prac-
ticing the four named specialties from the rest of medicine and inevitably re-
sult inhospital domination of medical practice in these four areas.

Now a w6rd about "hidden profits." It is true that most hospitals are "non-
profit" organizations. It is also true.hat these nonprofit organizations have
been ringing upthe cash register with profits in the laboratory and X~ray de-
partments. :.This does not mean that hospitals generally nre overall making a
profit.' What is does mean is that patients needing diagnostic X-ray and labora-
tory services are Bubsidizingpatients not needing or utiilsitig these services.

Let us look at some figures. According to Hospital Administrative Services (it
nonprofit organization affiliated with the American Hospital Association), for the
month-bf December 1904 in hospitals with between-200 and 20 beds, the median
laboratory accounted for 11.4 percent of the total income of. the hospital while
the expense of operating the laboratory (including the, professional services
of the pathologist) were only 6.0 percent of total hospital expenses.

We believe in any federally financed program that hospital costs and physicians'
fees should bd laid on the table for all to see.
:Where hospitals are making a hidden profitin laboratory and X.ray, the

charges for these services to patients should be reduced. Patients needing these
services should not subsidize other areas of hospital operation., The best way we
-know to accomplish this ts by approving H.R. 6075, as now written, so that hospi-
tals can. paid "reasonable costs"n of providing laboratory and X-ray services,
and the professional services of physicians in these areas may be compensated
along.with other physicians In part Bof the bill.,!

Finally, it has been charged that failure to approve amendments 79 or 156,will
result In the denial of, substantial benefits to, those over 6, in need of medicaland hospitalcare.; ,et's look at the facts.., For purpose0of I!ustration, assume

LfA total hospital bill of $1t040 (muchilarger, than the average, hospital bill of indi-
viduals over 65). Approximately 20 percent or $200, after the hospital deduct.

47-140-5--pt. 2- 19
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bleis satisfied, on the average will go for laboratory and X-ray services.- Assume
that 60 percent or $120 is the hospital cost of providing the services and 40 per,
cent or $80 is the professional fee of the pathologist and radiologist. With ik
hospital' bill of $1,000,- certainly the annual deductible of $0, under part B,
would already have been paid to other physicians. Thus, the aged patient would
have to pay to the pathologist and radiologist 20 percent (the colnsurance'factor)
of $80 or $16. It does not seem reasonable to say that payment of $16 out of a,
hospital bill of $1,040 is a substantial reduction in benefits.

In conclusion, we would like to state once again that we are of the firm con.
viction that passage of H.R. 6675, with respect to physicians' services and hospi,
tal costs, will result, in the greatest freedom for physicians and hospitals to
negotiate their own arrangements, will not segregate a substantial segment of
physicians from their professional brethren,, will not operate to. dissuade young
doctors from entering these specialties, will tend to lower costs,' and will be in
the best interests of patients, doctors, hospitals, andtbe Federal Government.

Thank you, Mr. Chairman, for the opportunity you have afforded us to extend
our remarks before your committee.

Respectfully,
OLvi J. NEmnu,, Jr.,

General Oouneel.

Tuii AERRCOAN COILio OF RADrOLOGY,
HBhicago, Ill, May 17, 1965.Hon. HARReY P. BYRD,

(halrman, Qorntnittoe on Finance,
U.S. Senate, Old Senate Office Building,
Washington, D.O.

DEs. SENATOR BYRD: On May 13 Senator Paul H. Douglas presented a state,
ment for the record of the hearings of the Senate Finance Committee on H.R.
6675. Later, from the chair, Senator Clinton P. Anderson invited comments for
the record on this statement and on amendment 150. With your permission, the
American College of Radiology offers the following comment for the record of the
hearings:

I. Under amendment 156 payments for physicians' services in pathology, radi-
.ology,.physiatry, and anesthesiology are available to hospitals in part A If the
hospital bills for the services of these physicians as hospital services, and ,pay-
meuts for physicians' services in these specialties are available under HR 6676
In part B if the physician bills for his services as medical services. Total, hos-
pital Costs under part A are, however, subject only to it $40 deductible if'the
individual is a bed-patient, -or $20 if he is an outpatient, and then are covered: In
full. In contrast, physicians' charges under part B are subjectto a $50 de-
ductible and are then subject to a coinsurance provision under which the ptient
is liable for 20 percent of reasonable charges. 'This fact, that. payments for
physicians' services in the specialties cited are less expensive to the covered in-
dividual tinder part A than under part B-If the Douglas amendment is enacted-
will be used by hospitals to pressure the physiclansinv0lved into permitting the
hospital to bill -for their services. If the physician resists, he will be accused
of "holding out on the old folks," depriving the aged of possible benefits, etc,
These pressures can be anticipated on the basis of testimony presented by the
American Hospital Association and statements of many hospital administrators,

2. It has been implied and -stated that IR. 6075 as written will require
physicians and hospitals to renegotiate current arrangem-nts under which
physicians receive salaries, lease space in a hospital, or have .some sort of con.
tract calling for a sharing of collections on a percentage basis. Insofar as the
language of the bill Is concerned, H.1 6875, if enacted, will not alter, or disrupt
so much, as one such arrangement between one doctor and one hospital. HR,
6675 only requires that all physicians designate reasonable charges for their
services, accept responsibility for th level, of these charges and collect these
charges in the form'.of physicians' fees. H.R. 6075 does not deal with, the dis-
position of fees after they are received.,

Today, without reference to any legislation, all physicians on the staffs of -a
number' of hospitals present patients bills for their services, collect these bill,
assign collections to the medical school 'or hospital, jand receive salaries from
the medical school or hospital, H.R. 6675 will not clitnge this practice arrange-
ment of any 'internist, general surgeon,- radiologist, eto. 'I;f. 'Q67 treats llt
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physicians and all hospitals alike insofar as presentation of reasonable charges
is concerned; no physicians are specifically placed. In an aadninistrativejy dis-
advantageous position insofar as hospital relationslips are concerned; but the
bill does rnot interfere with physicians or hospitals in evolving locally satis-
factory practice arrAngements.

3. Those hospitals that are not-for-profit corporations could not be charac-
terized as greedy. It is true, however, that under the single charge billing
system In radiology that reimburses the hospital and thb doctor's fee In one pay-
ment, patients who need radiology' srVices pay charges in excess of costs of do-
livering the service tltiS the:fee f6r the service, A patient.who has a $10 radiol-
ogy chargeunder this system is paying the hospital $5 for the accountable
costs; the physician a fee of $3.50 to $4; and the hospital an excess amount
of from $1 to $1.50 which is applied to underpriced services provided some othlet
patient. This excess of charges to a patiehtfover all costs of serving that patient
is the hospital "profit" that has been mentioned. The principal, indirect bene-
flciaries of H.R. 6675 with JttMeulrement that physiclaW-fe.s and hospitsk
costs be separately stated will be patients not covered by the bill. This is be-
causm excessive hospital ch61ges for these services 'will'become apparent when
stated separately from the dodtor'e fOe, alld thigh fact wlll teed to: reduce costh of
radiology, pathology, etc. for the 90 percent of Americans who are iiot benefici-
aries of H.R. 6675. It would seem that there is little reason to perpetuate a
system that charges John Doe, an outpatient who needs an X-ray chest exami-
nation, an excessive amount for. the benefit of Richard Roe who is occupying a
hospital bed. .. :,

4. Some Senators have expressed a concern that H.R. 6675 has materially
reduced the benefits proposed under S. 1. If you assume, a's virtually'all witnesses
have assumed, that nearly all eligible will voluntarily enroll in part n, H.R
6675 would not seem to materially, reduce benefits ;in the cited specialties.
Further, of course, HR. 6475 has added under part B the full range of physicians'
services, and this Isall a plus. -

To illustrate: assume a large $1,21 hospital bill assume radiology charges
of 9 percent of this bill and pathology charges of 11 'percent, or $108 ind $182,
respectively (in keeping with insurance company experience). Fifty percent of
the $108 radiology charge and'60 percent of ,the $132 pathology charge, or $180,
will be reimbursed to hospitals und!r. part A4of the bill, .wtten as "reasonable
costs.,) Even if We&assuMe the physicians' fees to'be th remainder, or $107, the
amount payable by ihe patient is only $21.40, or 20 percent, because any p atteit
with a hospital bill of $1,200 Will have other physicians' charges that will-satisfy
the $50 deductible under part B. -If we assume that the feeof- radiologists and
pathologists will be set at levels approximating 36 percent of t4e present charge
of $240, or $84, the patient willib6 personally liable for' Ju° t ifnfder $18. It s
believed that a requirements j Y an added $20 in 'a situation lnivolvltg a boo
pital bill of-$1,200 is not a substantial reduction in benefits.

As another example, assume a -patient who requires radiology and-pathology
services costing $200 on a not hospitalized basis and that his patient is referred
to a radiologist and a pathblogist at a hospital for these services. Thepatlent
pays'a $20 deductible and it little more than half 4f the remaining $180, or about
$100, Is reimbursable to the hospital an "reasonable Costs." Again, a patient
requiring radiology and pathology services of this magnitude Is certain to have
other doctor bills In excess of $50, and thus the patient will be personally liable
for 20 percent of $80, or $16. If we again assume that the fee of the radiologist
ahd'pathQloglst will be set at 85 percent of $200, or $70, the patient will be
personally liable for $14. This again would not seem to be a substantial reduction
In benefits.

In addition, in either Instance, it the patient Is. truly medically Indigent, he
would in most States receive aid under the Kerr-Mills law.

As noted In a statement submitted to the committee, our principal objections
to' amendments 79 and 156 are medical. , They center upon our recognition "of
increased medical service and recruitment difficulties we face if either emend-
ment 8is incorporated into H.R. 6075. We are interested ony. in hgh-lwel
radiology SerVices for patients now and in the future, We cannot now provide
'such under hospital domination and we cannot recrnit bright young doctors to
provide such in the future if we are segregated from th'e mainstream a waedical
practice under a Federal law .

Thank you very much for the opportunity of offering this comment.
• • "" " WAtLA41D.B~~ ar1,Peet
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Senator Cunis. Mr. Chairman, I have an appointment. It is now
12:30, and I Cafnot' etay here. I wanted-to ask som questions. But
I want the record to show---I cannot ask them now. Ijust Want thi-
record -to show that I will pursue his testimony, and I am glad he is
here.

Senator ANy R8ON. Senator Curtis, if you desire we will ask pet
mission now that you may submit some written questions to- Mr. Hill,
and if he desires to answer them for the record he may do so.

Senator Cumo. I do not think I will avail myself of that, I have
senator A"DmoD.. Paul D. Hill ?

STATEMENT OP PAUL D. HILL, COCHAIRMAN, LEGISLATIVE' COM-
MITTEE, iNTERNATiONAL ASSOCIATION OF 'HEALTH UNDER.
WRITERS; ACCOMPANIED BY ROBERT FINNEGAN, MANAGING
DIRECTOR

-Mr.'Hii*. Mr. Chairman, I am Paul D. Hill, of Indianapolis, co.
chairman of the Legislative Committee of the International Associa-
tion of Health UtdWriters.

With me is Robert Finnegan, of Chicago who is the managing di-
rector of the International Association of health Underwriters, and
we are well aware that in order to be eternal any statement does not
have to be interminable, and we think you gentlemen have been ex-
tremelp patient this morning.

Mr. Chairman and members of the committee, this is the statement
of the International Assocation of Health Underwriters, the profes-
sional agents' organization made up of men and wNvmen who sell and
serVice health insurance all over the country..0 ur association is

- composed of about 5,000 members in nearly 100 State and local organi-
zations blanketing 1th United States. It is the members of our orga-
nization, alongiwith the memberS of tho National Association of Life
Underwriters Mid theproperty-casualty isurance ageiitS who sell and
service the insurance plans that today are used sowidely to offset the
costs of hospitalization, surge',. and doctor's bills, 'and to replace
earned incoie during periods disability due to sickness or accident.Our p osition, which we were privieged toiesent in persons to this
committee last year, is this: We favor the best medical care available
'for- every person in these United States, regardless of his or her age,and regardless of, his or here ability to pay for it.' We further believe
that every individual, should use his own resources before he should
turn to any publioprogram at the Federal, State, -or local level. Itis the duty of the publico at large to provide for those who are finan-
'dally incapable of caringfor themselves; it-is not tho' duty of'the
public at large to tax everyone to pay for medical costs of those who.are able. and in most instances willing to pay their own expenses.i *This
being true, we believe that the present Kerr-Mills law sluld be ex-

p ed to every State, and tha it should be broadened to"cover anyIemonstrable. and proven need for medical care among those age 6
and over in our populationn,

At the same time, we are totally opposed t6 soialistic programswhose avowed 'goal ie to6dovr everyonei~regatdlek of need, 'and'whose
ultimate, purpose, as st#,atd by their most vocal adherentS, is to make

1!
&
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the Federal Government the prime controller of medical care in our
country, not only for those age 65 and over, but eventually for every-
one, regardless of age. This purpose has probably never been more
openly and blatantly Stated than by Wilbi-r Coher, 'A'smtant Seere.
tary of Health; Education, and Welftare, when he said-
the ideal In social benefits will be reached when each individual Is paying as much
in social benefit taxes as he Is paying 'in income taxes.

For most Americans, a tax burden of this type would be completely
unbearable.

Why arg the members of our organization along with many mil-
lions of offter thinking Americans, so opposed to '. 6675.

First of all, there is no demonstrable need for legislation of this
type. Today, there are about 18 million people age 65 and over in
6ur cuntr. ' About 11 million of 'these are covered against the osts
of hospitalization by voluntarY health insurance. A large percentAge
of these also have insurance plans that pay the costs of surgery, And
more, are covered for doctor bills, also. . Millions of people in this age
group are quite capable of paying their own hospital and dical
bills, and do not feel a need even lor health insurance to helpthem.
Proponents of the medicare concept have, in testimony during these
and previous hearings, repeatedly 'derided these health care plans;
pointing cOnstaitly to the fact that'they do not offset every, last dollar
of expense, and to the fact that many people 65 and over do not have
the money to pay the necessary premiums. In 'so doing, they have
deliberately glossed over the facts that (a) many people prefer insur-
ance that will a larger medical and hospital bills, not insurance
that will provide.first-dollar coverage (b) that many people can pa y
their own bills without insurance of any kind; and that (o). a certain
segment of our people will always spend their money for pleasures and
then turn to-so'i ty asa whole for the basic costs of living.Those who ned help wi 'their hospital and 'doctortbills hould
receive it; no bill should be passed to cover everyone regardless of
need.

This lack iof need is further iliustrated'by a look at the' assts of
the people in the group to be.covered by this bill. Statisti s ecirOA ed
by our Federal Government show that the average family whose head
is 65 or over has asOets of $30,718. Only one other group has a higher
average net w4Alh''the 55 -to 64-age groUp, With $34,781 in assets.

By comparison, Government statistics show that where the family head
is 25 to 84 the average net worth -is $7,661; wherd the family head is
85 to '44, the average net worth.is $19,442,; where the family head-is
45to 54,the average net worth is $'25,459. Thus, the 65-and-over ag

ou is second only.t the 55 to 64 group,1 a.d ranks 'in assets ub-

stantially above all the others. Perhaps we are roposing medicare
for the wr6ng end' of the ag 'scaler. Thi same t borne out by
a study of hospital 'teords, which shows that feWer than 5 percent
of people 65 adnd over, do 1ot pay their bills, whei'eas the percentage
inyoungeraegroups ismanytiies-asgreat.

1abian Liildi, inanager 'of consumer researohat th National
Industrial Conference Board, speaking of people 65 and over,*tates:
They form a raily expanding market of impressive proportions tht consti.

t its'a sblld pi4s fori the overall economy.
'- '

815
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A recent article by Alfred L. Malabre, Jr., writing 'in the Wall
Street Journal, states:

The record shows that a very large portion of the net worth of older persons
Is concentrated in assets that can readily be turned into cash to buy things.
For example, $4,670 of the $30,718 average for the 65-plus group represents such
liquid assets as savings and checking accounts. This is a good deal higher than
the comparable liquid asset total of any other age group. Similarly, such invest.
ment assets as stocks and bonds account for $12,782 of the elderly group's average
net worth. In no other age group Is the comparable figure nearly so high; ohly
In the 55 to 64 bracket, in fact, does the investment asset total reach even half
the average of older persons.

The assertion sometimes is made that the assets of the elderly are bunched
among relatively few very rich old persons. On this premise, it is argued that
the 65-plus group as a'whole lacks the very great buying potential suggested by
an average net worth of $30,718.

Government figures show, however, that the elderly are relatively well off
even if the yardstick used is a median rather than average net worth'; the median
worth of an age group marks the level at which half the families have a higher
worth and a half a lower worth. The median net worth of the 65-and-over cate-
gory is $10,450, nearly $3,000 above the median for all families, 5 times the
median for families in the 25 to 34 bracket and 39 times the figure for families
whose head is less thin 25 years old.

At the same time, the debt load of older persons is unusually small. Of the
65-plus families that own homes, less than one in five owes any mortgage money;
the comparable ratio for all homeowning families exceeds one in two. More-
over, 82 percent of elderly families owe no installment debt. This compares with
a debt-free rate of only 66 percent in the 55 to 64 age group, and 50 percent or
less in all families under age 55.

To-ba sure, the actual income of elderly persons is relatively small; half the
Nation's 65-and-over families earn less than $2,875 yearly, according to a recent
Social Security Administration report. By Its nature, however, the income of
older persons appears remarkable secure-a fact that would obviously take on
major significance if :the currently brisk pace of business should falter. More
than half the total income of 'the elderly derives from soetal security and other
public and private old-age benefits. Another 15 percent of older persons' income
represents interest, dividends, and rent. Thus, less than a third of the earnings
of the 65-and-over families is tied to such relatively vulnerable sources as the
weekly paycheck.

Can this possibly be the same group of American -citizens the
proponents of medicare point to when they talk abQut the needt l iat
is so prevalent?

The second reason we oppose this bill is that its costs are not fully
known and when they are realized will be so high that they will be an
intolerable burden to the wage earners of our country. During the
year$ medicare plans have been discussed in 'Congress, representatives
of Health, Education, and Welfare Department have constantly re-
vised upward their cost estimates, but always reluctantly and always
after their published figures have proven incorrect. Current estimates
are that the "package of benefits' presently proposed will cost $1 bil-
lion in 1966, and $2.3 billion in 1967. More realistic appraisals indi-
cate that the true costs could be twice these amount,--.and perhaps
even more. Dr. Barkev S. Sanders, medical statisticin, sociologist,
and psychologist who has made a number of estimates of costs for the
Social Security Administration in earlier years, state that medicare
benefits will cost at least three times as much as today's Official estimates

and could eventually cost 10 times as much.
Social security was originally conceived as a. plan to provide a

,,floor of benefits." "Under the proposed bill,'social security taxes in
1966 for the wage earner making' $5,600 per year will be 8 ' percent
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,of the original social security tax. Also under that bill, after 1987
wage earners making $6,600 per year will be paying 1,282 percent of
the original iax. Of course, their employers will also be paying a like
amotvt in their behalf.

Self-employed persons, who were, of course, not covered by the
original la w, will be paying 1,186 percent of the original tax Starting
next year, in 1966. Anid the proposed law calls for them to pay 1,'716
percent of the original tax in 1987 and thereafter.

At the present time, over 5 million American families are paying
more in social security taxes than they are paying in Federal income
tax. Under the proposed bill, statistics indicate that this figure would
climb well beyond 10 million.

Many students of Government have long thought that a social secu-
rity tax of about 10 percent total for both employee and employer is
the maximum our economy can bear. Yet the proposed bill calls for
an eventual tax of 11.2 percent-with no guarantee whatever that
even this tax will provide the benefits proposed in H.R. 665.

Looking north across the border gives us a good idea of what can
happen to costs in just a short period of time. The following table
is froin Dr. Sanders' article,' referred to above, in the-November 1964
issue of Nation's Business:

How ho8pital coala have climbed tinder Catta's health progrdtn

Provinces 1959 190 1061 1962 1063 1964

Newfoundland ...................................... 100 165 178 219 262 305
Prince Edward Island ............................. 00 226 300 374 430
Nova soota..,. ...... .. ...,....... .. .. ; .. - --19 610 765 860 968
New Brunswick . ........ 00 173 200 238 278
ue... .................... ............................ .100 624 t37 817

3ntaRo...: .. ' ' 100 " 47 648 798 029 1,035
Manitoba ................................ . '100 158 183 218 278
Saskatchwan... ............................ 100 159 171 189 r17 253
Alberta ........................... .. 100 179 19 225 29 323
British Columbia ............................ 100 160 17 202 235 264

The index of cost at start of plah is 100. Some are blank because not
all plans started same year.

French Labor Minister Gilbert'Grandval recently reported to Presi-
dent' Charles de'Gaulle that France's social seourity'systemis near the
finaneal'breaking point. yin

England's nhtlonal health Iplan has been characterized by ever-
increasingdis ffectioln as we all know so well. Doctors have been' leav-
ing the country at the rate of about 500 per yehr, and recently those
remaining Were forced to ask foi' "overtime" in order to naintain their
standard oflivlnf.

-Belgium and Italy have seen doctors strike in orderto inaint'ain some
semblance of 'control over their own' .pofssion.

Proponents of the "medicare philosd 'hy" 'state in rebuttal that the
proposed bill isn't socialized medicine, 'hat it merely provides selected
benefits for one segment of our population. Who among ius is willing
to wager that once a bill sRuch as this is passed, tlepressurei from tho
soeial planners" to' torn it into socialized medicine, covering every
group of 6uir'people, will not be overvhelmin? ,
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The third reason 'we are opposed to the medicare sections of H.R.
667: is' that they- will caug6eoverutilization of our hospitals and will
result in decreased quality of medical care. Across the country today,
many of our hospitals are bursting at the seams, and people needing
attention are often, forced to wait for admittance due,to :1 ack f bed
space. 'This in spite of the fact that we are already building huidreds
of new hospitals, and expanding old ones, every year. England, with
its national health program, is seeing its hospitals deteriorate at an
ever-accelerating rate. pai out o social

Wheii a minor illness will be paidfor out of social security funds i,
the patient is in the hospital, but must be paid for out of his own fundsif he is not hospitalized, the temptation togoto the hospital will be
great indeed. This type of utilization is not one that our country can
afford.. We cannot afford to pay its costs; neither can -we afford to
divert hospital beds from those who are seriously illand need them.

Overlong waits for hospital beds,, overcrowded hospitals, and the
overworked staffs that, result will inevitably cause a lowering in. the
quality of :medicalcare. Medical experts fgree. that there can be no
other outcome.

Because theramifications of a bill,'of, this-type are so far rpaching
no such bill should be passed until it. has been thoroughly explaijq4 to
the American people, and a majority of them are for it. In i961 and
1962, 52 Congressmen polled their constituents on the medicare con-
cept. A majority of those replying opposed it in 38 out of the 52 polls.
In 1063 there were 23 such polls, and a majority were against in 22-
all except 1.

In January of this year 'a -Gallup poll stated that a majority of
Air -ricans favor medicare. Yet the fourth paragraph Of the storY
accompanying the poll results showed that beyond a shadow of a doubt
77 percent of Americans didn't even know what was covered in the
legislation they were asked about No bill should be passed until' the
American people have been educated to both the evils and the virtues
of it, and they can make an intelligent decision. The Federal Govern-
ment, with its vast number of bureaus, could easily undertake this
educational process on a nonbiased basis.

Of 01l the vast changes called for under H.R. 6615, those under
section 303, amending the social security disability program are un-
doubted1y the most objectionable. This section wa apparently added
to the bill with no prior planning and with no study mado of the vast
effects it might have. Lowering disability. requirements will de-
crease individua! initiative and increase mal'eringgamong theless
responsible segment of our population. The experience of our life
insurance companies with total disability income dui-ing the "1980s,
When manyv people were unable to find suitable worktautomdtica!ly
became "disabled," proves that -this statement is true.

Section 303' changes the 'entire concept of the disability insurance
section of the social securitylaw. Heretofore disability under social
security has been a form of early retirement for those, who were dis-
abled with little or n0iopo ffr recovery. Under sectioi .80', social
security is invading the shbrt-term disability field to pay ben'ofts
to those who are disabled for a shorter periodof tim' and who have
every reason to believe they will' be able to return to work. ,In so
doing, the Social Security Act is invading a' field that is already well
covered by private insurance companies.
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In addition, this section overlaps the workmen's compensation sys-
tems of the various States, which already are set up to pay benefits
to workers who suffer shoit-term disabilities.
The confusion and :conflict that such a Federal law will cause in

ile various Statos, and the hardship that it will cause: to insurance
companies and agents who have labored hard .to serve this need well
should be avoided. '

..Tbank you for allowing our organization to, submit this written
testimiony to ,yOur committee to asslstyou in your deliberations.

We thank you and we would 'be happy to attempt to answer any
questions that you would like to ask about it.

Senator ANDERSON. Thank youfo, a very fine job of presenting
your statement.

'You 8ay':
The third reatioi we' are opposed to the medicare sections of H.R. 0675 is that

they will cause overutilization of our hospitals and' will result in decreased
quality of medical care.

The representative of HIP &stified a few minutes ago." He has
had experience in this field with 700000 people. Have you statistics
to back up what you, have said ? He has statistics to show what you
say is not correct.

Mr. HILL. 'Senator, my statements are based not so'much on actual
statistics as, they are With actual visits with' hospital administrators
around the country. We have, for example, in our own' State of
Indiana--and I am sure this is-rather widespread'around the country
from what- hospital administrators have told me-T ,there is alack of
hospital beds at the present time." We have had in our own city a tremendous exp insion in hospitals
in the last 5 years. :Five years ago we spent $16 million in Indianap6lis
that was raised privately to' expand our hospitals.: We arecurrently
embarking' on- another $15 million program at the present time..

We do not have the---and I think probably I can say Indianapolis is
a -reasonable and f6rward-looking city-we do" not have ei6igl'V.hos-
pital beds to. take care of the people. We ,are- forced to ask them to
wait when they are coming in, when they need surgery a lot of times
when they need somethinig that) perhaps, is.even more serious. Now,
criticalt people,, people who hav6 critical conditions, do get- ini. There
isno question about this,, space is imade for them., 'People who Would be
better off in the hospitalchiinot get in without a long wait ih many in-
stances.

Senator'Axvimsox. I am not questioning the fact that we hcive Ateed
for hospital-beds, although'we have plenty other figures showing that
there is.an uidercoiisumption acrossthe whole country But, as you
say, .it ;will cause overutilization of hospitals, The HIPorganization,
with its thousdinds of people, vith no; deductibles of any kind, shows
that they do not 'have a sudden rush just bedauSe they are covered by
insurance.. ' A

Do you have any figures showing they do? , .
-11:Mr.H flu. N0,sir;1haveno figures to bhow that they do.

Senator ANDiER8Ow On section 808 we have a lot of testimony on it,
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Senator ANDERSON. And the action of the House was to sort of have
a study come in by December 1066. We hope that will be done earlier,
and I realize that your figures of how these charges have jumped is
probably correct. -But, as one who was around here a little bit when
the first work was done on the social security bill, it was recognized
that the initial premiums were made purposely very small because
there would be very few retirement claims.

I think it is sort of straining a point a little bit to point out the fact
that they are very small for a brief period when we al Hknow what they
were to grow to.I

As you well know, theoriginal amount of wage base on which the tax
was levied was very low in the initial stages.

Mr. HiLL. Right, sir ;1 percent on $3,000.
Senator ANDERSON. Tio equal that today what would it take? A

wage base of $13,000. Nobody is advocating anything like that. So
I think you have to look at-

Mr. HrrX. This is one of the things about which we are very much
concerned. We are not certain that it will not eventually be $31,000,
Senator, with a depreciated dollar. I think it very well could be.

Senator ANDERSON. Did you worry about it in the first instance in
1935 when it was very small T

Mr. Hmr. I have been worried about it ever since I -have been old
enough to know anything about social security. I think costs are
impossible to predict in this area. I think we have some very ef-
ficient people in this area, Mr. Sanders, certainly Mr. Myers, a very,
very competent gentleman, who has several times adjusted his own
estimates of what these costs are going to be.

I think, Senator, it is true we just do not know. I do not know, and
I do not believe anyone knows what the costs will be.

Senator ANrnmsoN. Well now, when we dealt with disability, it was
to be confined only to people who were past 50 years of age. The
figures that the Pepartment used were conservative figures. The
claims did not come in nearly as fast as there had been prediction
that they would and, therefore, the rate was on the liberal side. We
collected too much from them.

Then people came in and suggested we take off all age limitations,
and Bob Myers predicted that would throw us into a deficit condition,
and it did and, therefore,-I say their predictions have been pretty ac-
curate. They are better than mine are on baseball games and things
of that nature I know.

Mr. HiLL. If this bill passes, Senator, do you not anticipate there
are many people who are going to come in again next year and ask
that this age restriction 'be taken off again? Isn't this the history of
bills of this kind, that we keep removing restrictions and removing
restrictions all the time? I an't we say that is a fair statement of
social legislaion that this is What happens I

Senator ANz1DsoN. I think social legislation has been expanding,
and probably will continue for a long time.'
Mr. HILL, I don't know of any that has ever been repealed. This

ithe -
Senator ANDERSON. I don't either. That is the- very interesting

partofit. When I was first in the Congress we would hearMr. Craw-
ford from Michigan and Bob Rich from Pennsylvania get up and
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shriek "Where is the money coming from?" Horrible things. He
was for striking it all out.

I 'haven't heard a Member of either the Senate or House make a
peech advocating the repeal of social security in the last 10 years.
t I had to wait 20 years to have that happen, and after a few years

I don't expect to have any protests on this sort of a program. It is
hard to look at, perhaps, but it works out pretty well.

Senator Douglas.
Mr. HLL. Senator, in conclusion, may I ask you a question, please?

Is this highly unethical or irregular ?
Senator ANDERoN. Well, it is a little irregular, but go ahead.
Mr. HmL. May I have your permission to do so ?
Senator ANDERSON. Yes.
Mr. HiLL. There is one thing that I wondered about very much,

and I have been working in this area a number of years and that is
this: What is wrong with the concept of helping people who need help
and not covering people who don'tI This is one point I have never
been able to get clarified in my own mind.

Senator ANDmsON. Well, the answer is you cannot tell who needs
help. In the depression of 1929, 1930 1931, people we never thought
would need help jumped out of high windows and buildings and killed
themselves.

Now, I have been in the social security program, not that I think my
wife is going to need that help, but she might and, therefore, very
wisely the Social Security people in the beginning said "We cover
everybody."

The man who knows he is going to have a need and the man who
does not, having paid your premiums, you do what you do in any other
form of insurance, you collect your dividends.

Mr. HmL. Of course, actually, social security is not comparable to
insurance, is it, sir? I mean, the Supreme Court has held on a couple
of occasions that it is not insurance.

Senator ANDERSON. Well, they held it is. not insurance. But I
wonder why it got to the Supreme Court if they did not think there
was some similarity.

Mr. Hmz. I thifik that is true. There was something to adjudicate,
Senator ANDERSON. What happened was the life insurance people

ctame down in 1935 and testified ab~iut the great dangers of this to the
life insurance business. They said that people wouldn't buy life
insuralice if they knew they were going to have money through social
security. And yet whenpeople found out that they did nothave to
put away money for a rainy day, because that was being taken care of
by social security, they bought life insurance in unprecedented quanti-
ties, nothing like it ever anticipated, and you are going, to see, I am
very happy to predict here, that the greatest boom in health 1nsurand
that th6 country has every known will come after the passage of the
act. When you have money that y6. U can afford to put "rito it,people
will buy it, and life insurance today is ii its greatest condition because
regular basic protection is taken care of. They, now can put addi-
tional sums and tremendous sums into life insurance policies. 1

Mr., H=_. You bring up life insurance, and I think it is Very inter-
esting in regard to thid section 308f the bill. Thi 'is on of the things
you mentioned, about people jumping out, of buildings and'so forth,
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this is Oneof the thingslf'tInsuvance companies dcoverod, as ;you
are well aware back during the depression, this difficulty in tho dis.
ability' field, that people who were not disable became disabled' in
order to got a nkontllycheck.

Senator ANODER0N. And yet the disability end of it was operated at
a profit for many many years,,until it shifted to the removal of the
560-year base, which I opposed then,' which I opposenow,and which I
would Iik to see put back. But I am not in the majority '

Mr. I11 , My-yI'thank you again, Senator,-and4I would like to ay
if th6 bill passes, I hope it v ks out as well as you think it will.

Senato- Vrao. I only hl6p it will, too. •
Senator I)otoL.s. I want' to start off by commendihg the! Wiffies

for hiS candor in giving not merely the arithmetic average 'of tle
assets Of 'the people ovek' the age of 0 but also the niedn.

Mr. Hin,. Thank you, sir. .
Senator' 0MLAs. AI vthte 1s' a great difference between the two.

The figure for the arithmetic average is $30,718. That 'is derived
by dividing the total amount of income by the total number of heads
of families. Under this arrangement you could have one man owing
$1 nullion, and 32 owning-zero, and the arithmetic average would be
$30,000.

Senator AxDERsox. Senator Dotglae, you, remember the famous
example of the fact that only fivoefamlilles living in an area', a certain
area, anid' three'of the four of them hafd' less "than $1,000 a ,year, but
bli6 mn whio was retired, down there- from'New York had an income
of over i-1 million a yearso they testified that the* average income, in
that area was $200,O06,

Sentbo- ,'Douor~is. Or one man ate six meals a day, and the second
person had no food at all, and the 'two of them would have an average
of three good meals a day, and there would be no suffering whatsoever.

Now w am glad that you do use the'median, I want to commend
you fourthat.

Mr- HL'. Thank you, sir,'.
senato"DovoLAs. Bit notice that'the media, i $10,000 or in, 'Other

words, one-half the people have total assets, assuming these figuresare correct, of lOss than $10,000 Now, of that $10,000,. what propor-
tion -consists of horneownership? I

NiM'. H .' I think, :sirlyou will find a statement *of that in the
next paragraph where we talk about the debts of older people, and
I think it has been proven that their debt load 'it unusually small.

SenatorfDouoL&s. I am not speaking of the debt Ioad,.but speaking
of assets. ' ' -

Mr. Hn*w, Lesw than one-half of-
Senator DouorAs. I would be interested to find out what propor-

tion of the aged people have' assets 'of less than $5 000. I think you
will findthat the assets of this aroup almost entirely arein the form
either. ofcash surrender value of life insurance or equity in, homes.,

Now, are We going. to say that if an aged person hasm; an attack of
cancer or paralysis or stroke -or- heart disease so that the cannot work,
he has got to-pIt,his house up' or dash in on his life insurance io
I don't believe we *ant that, we are: trying to protect homeownership.
'Mr' Hzu' On this point Senaor Doui'aS, I thing there are millions

of Americans who 'woUld-like to see a bill exactly like this to.decide

1 '
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for us where exactly the figu rewill be, and thon write a bill,,where the
peoplee should provide hefp. -, It it is $5,000, fine, rather than where
it ought to be, and I think with all the vast resources we have in our
Federal Government, a study could be undertaken to find it out. I ,

- Senator Douoi;As. Your hgune show that a very large proportion of
the people over 6 are still in need. Some years ago.the income of
half the couples over the age of. 65,, was less than $2,S0,,,a year.
Probably the figure today would be $2,700 or $2,800, something like
that. Half the single men and single wgmien' over65 had incomes of
less than $1,000 a year, less than $20 a week..

Mr. Hzu.. The figure is here, sir at the top of page 5.
Senator DouoLAs. What is that?
Mr. Hrm. The figure is here, ir, the figure you are just mentioning.

That half the Nation's 65 anda older families earn less than $2,875.
This is a 50-percent point at the present time, sir.

Senator DouoAS. ,Yes.
Mr. Hxu,. This comes from the Social Security Admiinistmtion..
Senator Dou.zs. Now, on thin question of hospital costs, have you

figures on the increase in hospital costs in the United States in tle last
few yeatls.

Mr. IIIL 'riMey are gohig tip and iip and up, no questionabout it.
Seiiat0i' DoI,^s. ,That; is right.

Mr. Hft. Everywhere.
Senator 'DouotS.' We have'hot hthd any system of govermmentil

assurance for hospital costs, but they are still going up.
Mr. Htti. Yes, sir.
Senator DOUoLAS. I remember whenI was tryinz-to get the ad-

ministrator§ at our hospital at the University of .Chictg0 to cutthe
cost per day below $12. I thought $12 was too high. "The.'average
cost now jsaround "0.

Mr. HmL. Yes, air.
Senator DoutAs., It is still going , up. So I, do not know, that you

can charge all of this increase to the fact that there is a big demand
for hospital se' Ves uder' th6eC ansaditi system or4imply that this
necesarti.whIfollow if we put, in medidkr: . ' .

r. Hili. think the figures here show that a; lot of these though
in 6 -' yera haveea gone up, 8 and 4 and -5 and, 6 time , and onetof them
more than 10 ties, and I think our.cste havenot been. 'oonparatble

senator DtULAS. i wonder if .thsti ' uld not supply, for, the
Record the exaet figures on thi incriee i' the aver Pge hospital charges
rSentor4A'th$or' Do 'we 'htveit' available ':We can put-tin.

S~nittorDt16-GW,' I'Wouldhlkb ! haw itin'tlie reeord.- v, , -!: '. .-'

Senator ANDmSoN. It w fi r$9'dby't0 a d&t in thiisri0d
covered by the study. ''

SenatorDo~FoAs., The staff tells me th@ iiia has ben 'at the 1ate
lof ali6iit 7i'tW herFr Itwuld bk tohave'those figuresput.' ii, the

"i&c6rd" .APh xtlylth3 t( lin tb1 ~ agle 061 "Thesetre In
tin"qemedts pdi' e;p'ctttire itibnenmteMt yttr, bitt. not ill abso-
'lut6 lb~iirS. T, oiildil k{ ta v' th6 portrn~dollnm, put in,,;',",,

T. ~ ~ ~ , ."Wa i
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Senator ANDERSON. We have a figure that shows it goes from $9 a
few years ago to $40 now-a very steady increase. Wye'have that here.

Senator DUOTLAS. Let us put that in the record.
Senator ANDERSON. It wil be put in the record.
Senator Dotors. Thank you very much, Mr. Hill, for a very able

report, though it is too gloomy.
(The information referred to follows:)

TBRNoS IN HOSPITAL PATINNT-DAY COSTS

Average hospitalI oost per patient.day

Average cost Percentago Licremse since-year pergytlent, . . ... . . .... . ..

1'rTQj1S 7W 103 194

14.......................... .............. 9................ .............
1947 ..................................... 11.09 18. . .. ........... 18.1
i ......................................... 1. ........... 4

S1... . .. ............. ... 63
151 ...................................... 1 7.4 .............. . 78.6

1952................................................. 9.4 ............. . 96.4
1953 ............................................ 19.5 8.7 .............. . 113.5
1954 ............................................ 21.78 9.1 91.. 131.7
1 ............................................ 2& 12 3 15. V 14& 2
195 ........................................... . 24.16 4.6 21.1 157.2
1957 ............................................ 2.02 7.7 30.4 177.1
1918 ............................................ 28.17 88 41.2 200.0

................... ... 30.19 7.2 51.8 221.5
32.23 & 8 61. 243.2

1961 .................................... 34. go 8.5 1 272.6
1962 .................................... 8.8 8.8 t292
1963 ............................................ 38.91 & 94.0 314.4

I Short term general and special hospitals, excluding psyohlatlo &Q4 tuberculosLs hospitals.
Represents the total expense incurred by hospitals per patlent- ay, and not neoessrly the charge to

the patient.
No .- IThese average costa are not uniform throughout the country. They wvy by typo pad slq of

hospital, by geographical area, and by other factors. This table shows that hospitt1 costs have been rmilng
rapidly, but the rate of rise has been much slower during the last 2 years oh reor4.

Source: Hospitals, Journal of the A.H.A., Uuide Issue, pt. 2, Aug. 1, 1964.

Senator DouooAs. There is one further point I would like to make.
You mentioned a, tendency on thefrt of social security plans to ex-
pand coverage, increase nefits, aro e tge of eigbiy
Forth, which tend to increae liabilities above tie initaestimates.

Mr. Hn, 'Yes, sir.
Senator DouoLAS. I think this is true. But there is a safety factor

which you did not mention; namely, the f04 that average income in-
creases under social seourity.: I an not 0pwkig Of the upper 1i4it,
but I am speaking of average mcam, wnd m the Average income
increases, the income of the social security fund increases. This 'has
provided a margin of safety which has enabled the improvement t in
benefits to be granted and yet for, the reserve to be large. I think
the last time I looked at it it was $22 billion.

Senator ANDERSON. $22 billion I
Senator Douoi,4s. $22 billion,
Some-years ago when we had a very fineRepublican who was

Under Scretary of Health, EducAtion, ard Welfar, Mr. Elliott Rich-
ardson we were considering the expansion of social security. I ad-
mired him for insisting to testify, despite the fact the were pulling
on his coattails and trying to prevent him from testifying, that, ad-
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cording to his estimate the ultimate social security fund in approxi-
nately 50 years, would amount to $150 billion. I honored him for
that because it was very frank and honest testimony, and he gave it
even though it did not coincide with the wishes of those who were
around him. But even in this estimate, he did not take into account
this safety factor of the increase in average income. There is that
element of safety.

The Department's Chief Actuary, Mr. Myers, has always been very
careful in excluding this safety factor. I pusl him again and again
on this, but lie will never take it into consideration in making his esti-
mates. Nevertheless, it has always been there, and it is an important
factor which has enabled the social security fund to remain solvent
and to accumulate its reserves despite the increases in benefits to which
you very properly point.

Mr. HiLrT,. 1thiik the thing, Senator, if I may say so, Senator that
concerns us most is the attitude of some of the people very closely in-
volved in writing these bills. For example Under Secretary of Health,
Education andWelfare Cohen a few years ago made the statement
that the ideal would be reached when social benefit taxes for every
American family were as high as the Federal income taxes. This is
something that concerns us very much.

Senator DouoLAs. Well, I daresay that everyone has made foolish
statements at one time or another in his life. [Laughter.]

Mr. HILL. With that I cannot quarrel, sir.
Senator DOUOLAS. The American Medical Association has made

foolish statements, and sometimes even private insurance companies
have made foolish statements, and I have got some of them in my
files, but I do not believe in bringing them out because you have got to
allow for a certain degree of exaggeration in the arguments of
human beings, a certain gilding of the-lily, a certain degree of puffing
advertising, so to speak. I believe the law permits puffing advertising.

But I want to assure you that is not the intent of the sponsors of this
measure.

Mr. HL. Thank you gentlemen.
Sefttor Animbo. Thank you very much. We will meet tomorrow

morfiing at 10 o'clock.
(Whereupon, at 1:10 p.m., the committee adjourned to reconvene

at 10 a.m. on Friday, May 14, 1965.)
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SOCIAL SECURITY

STATEMENT OF WILLIAM C. FITCH, EXECUTIVE DIRECTOR, NA.
TIONAL RETIRED TEACHERS ASSOCIATION, AMERICAN ASSO.
CIATION OF RETIRED PERSONS; ACCOMPANIED BY ERNEST
GIDDINGS, LEGISLATIVE REPRESENTATIVE OF THE ASSOCIATION

Mr. FITCi. Mr. Chairman and distguished members of the Sen-
ate Finance Committee, my name is William C. Fitch. I am the ex-
ecutive director of the Nationai Retired Teachers Association and the
American Association of Retired Persone, With me is Mr. Ernest
Giddings who is the legislative representative of the associations.

The combined membership of our associations totals almost 1 mil-
lion individuals 55 years of age or older. The associations are non-
profi4 nonpartisan, and are dedicated to promoting age as an achieve-
ment, encouraging and creating opportunities for purposeful living
throughout the later years7 and to maintaining independence and d*-
niy a," the right of all citizens, inchiding the 18 million older Ameri-
cans in our population today.

Our longtime interest in the health and welfare of older persons
is documented by the fact thqat the National Retired Teachers Asso-
ciation pioneered the first health insurance program for persons over
65 teat id no age, imit, could not be canceled, and required no physi-cal examination.

Our drug-by-mail service has filled over 2 million prescriptions of
our members at considerable savings. Our entire service program is
designed -to assist and encourage older persons to help themselves and
each other.

We have favored a national health insurance program and in her
testimony before the House Ways and Means Committee in July of
1959, the president and founder of our associations, Dr. Ethel Percy
Andrus, uiged "the beat medical coverage for that portion of our pop-
ulation-nmin of 60 or ove r and. womea 62 or over--which is not eligi-
ble for and/or being served by public assistance in its medical careprogramn"

The Natioral, Retired Taohors Amciation and the American Asso-

eiation of Retired Persons have maintained that health insurance leg-
islation adopted 4y the Congress. should take into consideration (17)
the dignity and independence of, the aged; (2) the hospital, h4lI,
and medical needs of all the ag ;(3 ti vahuable eperiene& privae
companies have gained in thefield of health insurance; and (4) the
maintenance of the, actuarial soundness of the social security program.

Because H.R. 6675 meets most of these aims, I welcome: th1. op-
portunity to, Sy t ftt our, assoiaton. are, in basic accord with the
provisions of the hill a.d urge early enactment by, the Congress.

Our. support of the bill does not *Imply complete'aocordT'with all
of its provisions, several of which I woufd like t hall to yoiux attention
for possible consideration in de angth Ina! bill.

lnder Paixt B: SupplemntAry Health. Insurance Benefits to the
Aged them i4 established-
a voluntary Insurance program to provide health Insurance benefits for lndlvid-
uats 6 years of age or over who elect to enroll under such a program to be
financed from pren7Um.l&yments by, enrollees together with contribution from
funds appropriated by the Federal Government.
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This sectioQ is not understood by most persons and implies a freedom
of choice among carriers of private insurance which is not the intent
of the bill as presently written.
• We would urge that the individual be permitted the opportunity to
make a selection of a private insurance carrier from among those ap-
proved by the Secretary of Health, Education, and Welfare, similar
to the plan now offered to retired eivil service employees.

As more of our members become familiar with the details of 1.R.
6675, we are being requested to call your attention to that section of
the bill which denies them the 8 percent of their adjusted gross income
which is permitted as a deductible expeiue for medical care for income
tax purposes. To the elderly w1ho hay bee able to claim this deduc-
tion for* medical expenses, thia is, ad$ I quote from one of the letters
"giving with one hand and taking it away witlh the other." We would
ask that you review the section on medical expense deduction and elim-
inate the 3-percent limitation.

It is obvious, that a program of such magnitude cannot anticipateall of the details necessary to ipleent each of the provisions, We
are well aware that such items as "utilization review," "reasonable
cost," "spell of illnem.," and many other definitions must be worked'out
with those who are bet informed, To the extent that our associations
with their publications, responsible local units and chapters through-
out the Nation and alnost 1 million articulate members oan be helpiup
in rendering a national service in the implementation of this legisla-
tion, we are prepared.,

It is not my intention to refer to Title III: Social Security Amerid-ments as a postscript t9 this testimony on H.R..66Th. We are aware
that severalof our proposals have long-rr4e Sig Ificance. We are
deeply concerned that certain provisions of thiS legislation do not take
into consideraitin all of the relevant facts which are necessary to pro-
duce legislation which will effectively mitigate the social and economic
problems with which this legisltio; is concerned, -We believe that
certain provisions in this legislation only partially deal with problems
of vital importance to the Nation's older citizens.

H.R. 6675 provides. for a bmic benefit of $35 for certain persons age72 or over who have a minunu of r quarters of coverage,
Atp presnt there are about 1.6 W liqn persons age 72 or over who

are e xojuded from social security benefit prmarily because their work-
ing life was completed, or substantially completed, before social se-curity coverage was extended to their former wor Many of t he
people have ls than sic quarter of covmgo. .any h aeno quarters
of Coverage. Moat of thsq people ha e not quali fid and will not be
able to qualify for _€.al security because, aftor social .eurity coveragewas extended to their former ork, they hivpe been de an re
unable to work long enough to acquire the necessary quarters of cQver-
age.

Death will eliminate this discrimintion if the Congress does not.
We believe that a more ' ust, eqUitable, and a more American. way todeal with this problem os for Congress to act now tosecurity coverage for thotp social

Thia legitit p isl uda lo.in that it app.ren4Iy recognizes most of
these facte, -but it en be criticized in that it falls to go as far as the
facts indicate it should.
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Persons 72 or over with a minimum of three quarters of coverage
should be given social security benefits, as this legislation provides, be-
cause of their past and present limited opp6ftunity to get the now re-
quired six quarers of coverage, and because some of these people have
contiribtiid-'s much as, or more than, pPr1ons n6w receiving benefits.
But we also believe that, those persons, with three or less or no quartet
of coverage who also had a limited or no opportunity y to achieve an in-
sured status, should also be given a similar benefit. There seems to be
only a' partial recognition ofthe pertinent facts when it is realized that
this legislation gives a basic benefit t0 those Who had'a limited oppor-
tunityto achieve an insured social security status while those who had'
or have no opportunity at all to achieve an insured status get nothing.

Logically, it would seem that all persons who have been discriminated'
against inadvertently or not' should be entitled to the basic benefit
granted by this legislation.

Congress has already recognized a certain responsibility to these
persons by the approval of the House this year' and the Senate last year
of a health i program for all persons 66 or over. A complete fulfillment
of this responsibility ean be attained by legislation which would pro-
vide benefits for all 'ersona'72 or over. 'For many of these persons 72
or over, such legislation would meant eceiving an income with dignity
and self-respect rather thfii receiving an income with a welfIto s t na.

Estimates prepared by the Social Security Administration Division
of the Actuary, reveal that legislation which Wrould grant a benefit of
$42 a month to all persons 72 or over in a "transitional" or 'eventual
"washing-oit" basis and which would b " financed by transfers from
the general funds of the Treasury is actuarially feasible. This pr6-
posal, which is essentially the legislation prop'6sed by Congressman
John. W.: Byrnes in 1964, has been' condensed and put ito table form
by our staff. This table can be found on the last page of this testimony
for inclusion in the record. ' 4

Congress would not be without precedent if all persons 72 or over
would be'-anted a basic benefit. When tlia 'Rflroad Retirement Act
was passed in 1985, it included all retired railway workers within its
pItovisions for immediate benefits and'the then current employees and
employers carried the'necessary cost. o

Ta king all of the facts and equities into consideration, it, seems
unjust that the legislatioft before this committee does not make more
comprehensive, provisiinfh rall 'persons 72 or over who are not now
elgibk6 for social security benefits. More comprehensive legislation
would give a more just -and equal treatment to a deserving group of'
older citizens who6 ha'Ve struggled, tiaidhil'aro struggling, to maintain
their independence and digniy dtiring a period 6f rising living cost.

H.R. 6676 provides a 7-percent across-the-board benefit increase
effective retr6activ'ely beginning January 1965, a minimum increase of
$4 for retired workers at age 65..

Fromr the many letteii ve remive, 60r members are all too aware
that the last adjustment in socil security benefits was enacted ii 198.
;NRTA and AARP are also 'aware that, taking allfacts into c6nsider-
ation, the benefit increase proposed in H.R .6675 a pears to be minimal.

Sinee the last benefit increase, the cost of, living index has risen
9 percent.. cThe cost of medical eare hIs inci e' ed by 20 percent.
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Since the hospital anid health insurance provisions of H.R. 6675 do
ot cover drugs except those covered under the basic health insurance

plan, OASDI beneficiaries will continue to bear the burden of increas-
ing drug costs. Since the aged spend more on drugs than other
persons, it should be realized that even the 9-percent increase in all
prices is not a good standard to use for the determination of an appro-
priate increase in social security benefits.
* The Advisorv Council on Social Security has made, a proposal for
a benefit increase that -would average about 15 percent which would
take into consideration past price and wage increases. Because of the
increase in the cost of living since this proposal was made, even this
proposed benefit increase would have to be increased from 15 to, 17
percent.

This proposal seems very feasible and we rspecfully urge the
'committee to give it the consideration it deserves. ,

Taking into consideration the above facts, and.the usual interim
period of 4 to 6 years between OASDI benefit adjustments in the
program a 10-percent across-the-board increase with a minimum in-
crease o? $6 seems more realistic and would be considerably more
Iust and meaningful to the older American living on social security
income....

H.R. 6675 liberalizes the earnings limitation in the social security
law by providing for a $1 reduction in benefits for each $2 of earnings
between $1,200 and $2,400.

Benefits would be reduced $1 for every $1 of earnings above $2,400.
NRTA and AARP believe that both. the present and proposed

,earnings limitations place too many restrictions on the older citizen
receiving OASDI benefits. This conclusion is supported from the
'letters we receive from our members,

Persons receiving - minimum yearly benefits of $180 under, present
law can' only earn $1,200 which gives them a yearly combined income
of-$1,680 without a reduction in benefits. Under the proposed benefit
increase, a person. receiving minimum, yearly benefit could have a
-combined earned and social security income of $1,728 without a re-
.duction in benefits. According to therlatest "poverty level" estimates,
these persons are about $200 abOve the poverty line for individuals, but
this does not mean that these persons have an adequate income -when
it is realized that I out of 3 persons 65 or over is supporting an aged
relative who may or may'not have an income. Nor does it mean tlat
-OASDI beneficiaries have an income that will enable themto main-
tain their dignity and self-respect.: The "dignity and independence
level," if we may also coin a phrase :for the older citizen is a factor
to be considered apartfrom the so-called poverty level.

Furthermore, the extent of the present discrimination againstearned
income is unjust as it places too high a penalty:on the independence of
the older citizen. It seems unfair that a person wh6 is forcedto work
to supplement his social security-income should be penalized to the
extent lie is under present law,- :while those persons receiving an
interest, dividend, or rental income, are not.

Furthermore, under the present or proposed. earningslimitation,
the older citizen has or would have little incentive to contribute to
the nati nal economy as wel as to inake a more satisfying life 6f
productivity for himself.
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We avex aware that the earnings limitation might be necessary for
a retirement system that is supposed to replace earned income. Even
if this is So, this. consideration must yield t least:a little 'when over-
riding inequities arise. For thisreason, we feel, that, this rationale
0f replacing ost earned income mustyield hen it is rlized that the
ratiofale, .) -is preventing certain persons fr6m training a level
of ij:come necessary for an adequate stMidard bf living- (2) is pre.
ventihg ~t~ai persons ftrni performing necessary and productive
work; (3)' i causing 6,n unnecessary disorination against a type of
rkcomie and (4) is ufai because lost income is not adequately re-

placed by sbial security income.
Taking all of these factorA into consideration, NRTA and AARP

feel that increasing the earnings limitation to permit earnings up to
$1 _00- without areductioi ii benefits vould be reasonable and just.

HR. 0675 provides for the p byment or the continued payment of
benefits to the divorced aged wo.mn onan the basis of her former hus.
band's earnings 'if certain conditions' have been met. H.R.- 6675
further provides that a woman whose rights t0'benefits asa widow,
divorced- wfe, surviving divo7ced wife, or surviving divorced mother
were terminated because she ttmarriid will have her former benefit
rights restored if her second marriage ends in divorce after less than
20 years. These provisions are laudable, but they do not'go as
far a lo1ic and other considerations'compel.

As it is not uncommon for a marriage to end in divome after maiy
years, when the wife is too old to build a substantial earnings record, it
has become necessary to make provision for the aged divorced woman
comparable to the provisions in present law that permit a widow to
receive widow's benefits upn the death of her htisband. H.R. 6675
maes this provision, but like present law,- it does not take into con-
sideration the financial plight of the divorced woman and the aged
widow who contemplate remarriage.-

H.R.'675 and the present law place a restriction upon the remar-
riage of the aged divoid woman and aged widow by providing tht fa
divorced woman or widoW cannot continti' toreweive benefitS on their
former husbands'. earning record if they remarry.

Present law and H.II. 667 -for6 afid would force many elderly
couple§ into socially undesirable relationships: because in many cases
the agd diVor ed won afvd"ard widow iid theii p rk'prthve hus-
bi ids oannbt and could not 'afford toliv6 on theincome they would hive
if thqy remarry oremaried; sif the widowo6rthe diorced Woman
would-loSe her social security beiefits.

SA i6r desirable solution to"this' problem would be legislh thnt
would enable th oaged divocd 'woman or aged widow to continue
t6 :recive benefits based: itr-n her formWr husband's earning r~eord if
Upon hbr r6miarridge, she' is Yiot, entitled to oinprable' benefits -based
upon her hulsbandfa earning record, L legislation bf this type -would

'ei'it elderly couples't -martiy and to retain theirlOaat statidard of
living! rather than Iforcing thiiim into goitilyru-and economically un
desirable living situations.I

(The, pioposai referred to-follows,) i. ,
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" BZank4SIRU fl proposal"

Quarter of Ooverige re4uirod, If gny Deneht disburaemnts .Reimburetnent from

general revenues'

(9arte" ".OW, d ugit s 4fW fo, Mount, yeat Aj*go~tt ybende (mba) atied"in- bUdeflt .
(W6mon)

. .... 9.8 0 $730 W90 M90 $W2
O.............. 1087 50 1970 1" 7 50
.... 198- ) 1978 686
................. loo0 go 9 1)1

0 .'.... 46.U -1 1985 IM7 to
12............. 1971 (0 1990 .1971 50
-- ) . 1972 ............ 1972. 0

IFfures based on memorandum prepared by Social Security Adminstratlon, Divisidnif the Actuary,
1064.1 1

I Proposal would be partially financed by transfers froidi Tv~nera funds 6(the'4!rieury to the 6ABDI
trust find of an amount for each beneflclry under the proposal equal to the total of the combined employew-
employoe contributUns, plus accumulated Intet at 0 percent that woul4 have been payable from Jan.
1,1961, through Dec. 1i-r If later, up to tho beginning tf thb year in Which the beneficiary attained age
72-as though the nfviual had been covered under OABDI throughout the period at a level of monthly
wages of $67 larest average monthly wage thatwill produce a benefit of $42 a month). The balance of thb.
cost of these eting in parents would be absorbed in the general financing of the system.

ame as now required by law.

Senator LoGo :(presiding). Let me say I agree with you we ought
to have some increase in thit earnings linitation._

Senator Douglas has been a big advocate of that and also Senator
Anderson has joined me in advocating that.

And I hope we will be -able. to do something..
Mr., Frrc. Only'oneother item, this must have been an oversight,

that is when this denies the widow who remarries'the right-to continue.
her social security benefits,,

Senator -A DiEwm'. Do you think it was an oversight when they
discussed it forabout2 days? -

Mr. Firr(. Well, we see it from another angle. From the older
persons point of view when their combied income, When they marry,
doesn't provide a standard of living so they can continue to live
decently-at least we hve, been old6-we are 'encouraging a social
condition that pkobaby* igh't disisrible- ahd so wb thihk t his h tobe Io~kediiit. in terms ,0f,wliat tlee co mbined income might bore
wedcidtO-----,

Senoftor Lozo. Do you think we are discouraging remarriageI
Mv, FrroH. I don't cnow whether we are discourging ,tbut we are

encouragin' theirr coini ntiMn "

Senator AxDEnsoN. There is a quotation that it is Riwaysto woo and
never to wed.

Mr,,FnvH. As.a ivtterof fact, ,they have .dVelopedia ceremony
thqyesay for some of .th groups in Flrida. which' the call, form of
e~emnyIi~ or hivipg . brto t i' his is *ith )he fIetanding that
Iftheo6i4 si 0%lt -agi they-Wifl t6 th jUStie oftie'06ac
and take care ofthe arrangement. -

.rLaughter.i
Senator LoNG. Makeit of": "ial"
Mr.1 Frro. That is right.'' Make it official. ' '
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We do appreciate having tl e qpportunityto come before you and if
I might suiniiamrize what I think is the, most important part-

Senator LoNG. Let me ask you is that actuQlly the case in Florida,
do they havo such ceremony in Florida?
. Mr. FrrUit. I am not sure. I have a page hoi'e that tells, thi pro.
cedui-e thatmiglit be followed, I mighfincld4e it in the record.

Senatoa Lowo. What I have in min l is that I may lidve the burden
one of these days of debating against the McCarthy amendment which
undertakes, to say that all single people over the ago of 35 are to be
treated as heads of household for tax pU 'poses which ieans they would
be treated as though they could split their income with a person who
doesn't existand that would tend to discourage marriage, and I would
like to have that form available just to use it in tint.particulair debate
as well as this one.

Mr. Fivro. Right.
(The material referred to follows:)

Tn. FOR OF SOLMNIZATION or Lwirv-Toom trin

PRN-ULTIMAMg
At-the day and time appointed for Solomnization of Liviig.ToPVther, the P r-

sons to livc-togcth' hr shall come into the Living-Together Servtco Center with
their frionde ahd nelghboura; and there htantding together,the Mati on the right
hand, and the Woman on the, loft, the Senior OItiQne' Se, Icoe Coater Senior
Member shaUftal/:

Dearly beloved, we 'ar gathered together here in ithe siglht of these Wltnicrss
and out of the sight of the Social Sekiirlty ndmhltstratork,' t0 per filt thelive.
together of this Man and, this Woman in a, relatively, honourableoestate,' Insti-
tuted by Florida S2hlorCitlzens, signifying the practical exigencies of life be-
twixt and between the Socil Security checks and the understandable dOsire for
human compaionshlp: which estate, n4 bedn honotired by. the lon g t aditlon of
Gommon Law-and Is to be hold honourable among all: and;th6reforl is n6ft'bY
any t6 be: approached lightly. Into this estate thes6 two persons present come
now to be regularized. If any man, other than a governmentt employee, can
show Just cause why they m ay not, undertake o live-together, let him now speak,
or else hereafterfor ever hold,'hls peace.

And alsO spaklvig unto thio Peroins toho are 'begfn 1W -toboih6r, ho'*hdi
'fay: '* ~

I require and charge you both, that if the Social Security laws are chatiged
to permit the woninto receive e shareoQfb r41~ojthly. cCre aoWldv's bIe-
fit despite herremarelak6,In ate cVaentld6 IM n Y( 1 p~sent'th6,'0etlitefor' Llvlnj.T66fbi! t 1he Ooity 01eik181'oftice i-ti 'egiehfln 6 'AO/ .Vatld
License and will then report to a Justice of the Pence or a Minister of tbe6 'Go
to be joined In Holy Matrimony, " .*

(Name.) Wilt thou ha'o this' WIn'm te, y ivtnl.g ,hoj l~lrtner, t:i ve-
together after the manner of our 0gr6em1nt th0da~lni this et[to of h~ii:
togetherness? Wilt thou love her, comfort her, honour, and keep hot n skies.
and In health until legislation is passed which wotld-permlt yoAto marry?

The Aanshallanswer: . *. , .
I will.
Then shall the Senior Member say unto he WIan: . ,!

4(Nuine.) Wilt thou have this Man to beo ' thy lnvig.tog~ther partne , t6 lve-
together after the vianner 'o your dgiementthlq day,'in the estate of living,
togetherness?:. Wit, thou love him, clmfqrt hlp, 4I'opnour, anl 1 4ee 1Mm il
nes anh. In health, nu! wilt thoi share thy Social Securit. WI,>w'Venf 1With
him until that day whei ye c'f share' such benits In holy wedlock?

The Woman shall annoer:
I will.
Tkon shall the Senior Member say: ' . , * -
Who endorseth this action? .
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Then hall al Senior (Jtizene eay:
We.;
29".4ShaU the Mt1 dhu tih: WotaOt cwohange koys"ao each Other'seS4fety Do.

posit Boos. Tho# the Senior Member Shall say: , 1'
, I now: announce that you may begin living-togother,,with all right nd priv-
ileges attendant thereto, JucludIng the right to' lobby for change in Social Security
i~glelatlon and the right to coitlnue critIcizing the adjustability and flexibility
of moral standards in the Younger. Oeneratioh. Now let us cut the cake.

Senator Loxo. Sena0r'Aiderson I
Senator ANDERSON. You Used One phrase that bothers me a little bit.
You say that if they. granted '$2 a month fo', all persons 72 or over

on a transitional or, a washout ba"j', if it woUld be fffiancd from gen-
eral funds, from tle Treasur it would be actual ayfeasible. .What d0qyou .mean by.,tl J ',actUaral* y :feasile,' I thouglit that
meant yohad income andloutgo a'd they balanced.

Mr. FrH. According'to tie wa'y it wa developed, the amount of
mone ,involved in ,tjiq over the. Jqng Period 6f time would actually
cancel itself ouVt-the'amount of m oney being given to 'hese. individ-
urds at the present time. I think it may take away fropi ivelfare pay-
ments they are getting. It may balnce it oUt in a diffe6ent account
here. But actually not much more money would be' invoWea in mak-
ing it available this way than. they are now, receiving through thewvefareprograms ... ,, • . •Senator ND Os. understand eventually it might disappear but

you say "actuarially feasible. " pp..rbut
Mr. FiToi. Well1 this isjthe phrase we are 'quoting from those who

have inaicated 'that, .wnle, they may begetting it under Welfare at the
prsent'timeif thoyiverq .ecelvingthia as blanketig in under . social
security program "p'obablywould not, cost an , m-re, or as mUch, be-
ciuse you wouldithave the additional administrative costs and that.,
probably, actuarially it L9 not more expensive.- o ' .I

Se6ntor.AN; FR8ON..Yo'u, evar to risor$1 2 to'$2 o to raised amount,9 f earnings from

' r, FiTCH, We are indicatilng'l M 00 ,Atoutiiby deu tIon and
$1 without every $2, so they woukd'be able to earn up. to what has beencalled thle $3,000 poverty level, We t1ink thai iknt W,00. had been
decoi&a! as'the poverty ' i "any'time:"we Wit Id' m 'y om:an 'in.

We .othmink.'t , shouldcboal to o i.bn .thlir'i earhIng wiitbloir
sdcial Sehui ty.'up5to the amoufnt 6f o$3,00 'B, fbx' tiny ddlucltiofii re

lino, an wewt h 16

eaator DUoUG,^s. But $3,000 is a 0overty level for a~ ia$|y i0t for:

o l ,y Tb .I  ati r  h . 1- ,. .. ., fl) 0 ::.

• SeNator the, i tiV ;'alto people6ll 0 r g? It
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Senator ANDERSON. That is all.
Senator LoNo. I want to ask you about one or two things in your

statement.
You indicated that there had been a 9-percent increase in the cost

of living but actually medical expenses are a substantial part of tie
budget of an aged person, on the average, and in view of thie fact that
we are providing in this bill a nmjor amount of medical assistance for
the aged persons, doesn't this bill actually amount to more than a
9-percent increase in' social security benefits?

Mr. FiTmr. This was the question I was raising along the way as we
were talking about some of the "percentages that have been discussed,
7, 9, even 15, 17 percent. I think perhaps to the extent that the medi.
care program or the health insurance program could bemeasured in
terms of percentage there could be a proportional decrease in th6
amount of the overall increase.

But I think this was not taken into consideration at the time these
other percentages were arrived at.

Senator Loo. Now, that is all.
Senator Douglas?
Senator DOUGLAS. No questions.
Senator Loro. Thank you very much.
Mr. FrrC,. Thank yout very much. I appreciate this opportunity.
Senator LoNe. The next wittiess will befir. Charles I. Schottland,

of the American Public Welfare Association.
Mr. Schottland, we are happy to see you here today. I can recall

the days when you worked withI this committee as the Commissioner
of Social Security in helping us to write public welfare and social secu.
rity law and we are happy to have you before us today.

STATEMENT OF CHARLES I. SOHOTTLAND, REPRESENTING THE
COMMITTEE ON PUBLIC WELFARE POLICY OF THE AMERICAN
PUBLIC WEFARE ASSOCIATION

Mr. SCHO'rMAND. Thank you, Mr. Chairman.
It is a pleasure to be here, and to be with tids committee again$, I

have had the opportunity of testifying before this committee for over
80 years now in my various capacities as director of the State depart-
ment. of California as well as Commissioner of Social Security.

Senator LoNa. That would qualify you as a witness. The ques-
tion is do you have anytlhing now to add to what you told Us in the last
30 years?rsLaUghter,] ,

Senator Deors. I would like to say to my c6lleague what Dr.
Samuel Johnson said once: "Men need not so much to be informed
as to be reminded."

Mr. ScTrrAmr. With me is Mr. Guy Justin, director of the Ameri-
-can Public Welfare Association.

Mr. Ohirman, and members of the committee, my name, is Charles
I. Schottland. As a member of the Committee on Public Welfare
Policy of the Ameriean Public Welfare As.ciation, I am representlnathat organization her todlay. I a;m dean of thle Iiorence TT61 er C.ra4.
uate School for Advanced Studile i Social Welfare," Brandels Pill-
versity.
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From 1954 through 1958, I was Commissioner of Somial Security in
the Department of Health, Education, and Welfare. Prior to tha,
I was the director of the California State Department of Social Wel-
fare. Have beenengaged in social welfare programs involvin medi-
cal care since 1927-in State, local, and private, as well as oderal,
programs. My experience has not been confined to administrative
work in a homo office remote from tle people being served. I have
handled many an individual case and dealt face-to-face with people
in need of help.

Over the years I have had firsthand acquintance with the problems
older peoplee face in meeting the mounting costs of health care. The
subject of your hearings is, therefore, of special interest to meperson-
ally, as well as the organization I represent..

The American Publio Welfare Association is the national organiza-
tion of State and local public welfare departments and of individuals
engaged in public welfare at all levels of government. Its member-
ship includes Federal, State, and local welfare administrators, welfare
workers, and board members from every jurisdiction.

On the basis of discussions and recommendations in our councils,
conlnittees, and the conferences we hold throughout the country, the
association's board of directorss, which represents all parts of the coun-
try, adopts official policy positions on issues of current significance.
These policy positions govern the association's testimony on proposed
legislation relevant to the field of public welfare.

I think it, is wortli emphasizing that the membership of the assocta-
tion consists mainly of people wlose daily work involves welfare pro-
gramis, including public assistance medical care and medical assistance
for the aged-Kerr-Mils--programs. These Ipeople, whose experi-
ence qualifies them to assess the strengths and weaknesses of public
assistance, axe largely agreed that social insurance-not assistance-
should be the first line of defense against not only the loss of earnedincom, 'but the financial consequences sf serious ill ness in old age.

In the pat 80 year your committee has brougit forth a progresion
of amend ments to the Social Security Act Wh ih have greatly ox-
patnded and .improved the Social insurance, public asistance, and ma-
ternal and child welfare program. In almost every instance these
measures have had the concurrence and support of the American Pub-
lic Velfare Association, and we are pleaaed, once again, to express our
ap )praiation to you and your committee for those achievements.The bill now before you, H.R. 6676, is the most significant and fAr
reaching social security measure to come before you since the act
was first adopted. I am pleased to express our general agreement with
the major features of this bill. We have a long record of support for
a program of hospital insurance for the aged through social security,
which we have expressed to your committee on previous occasions.
I shall therefore offer only limited comments today on that feature
of the bill, and devote the greater part of my statement to the proposed
amendments which would more directly affect the programs of the
public welfare *enciesi,

With respect to hospital insurance for the aged, my testimony Of
last year before the C0mmittee on Ways and Means included the tol-
lowing statement, which siqmmarizes our general position:,,

We have drawn upon, the' exprience of the men and women, in the ranks of
public welfare who administer the medical care programs under public assist-
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ance -nd the medical assistance for. the aged prOgram under the Kerr, Mills legis-
l4tion. These -persons are eenly aware both of the, need of the aged for medical
care.and the problems of administering niediela'care' program. There is wide
agreement among them, based 'oxi firsthand experience in these programns,that
public assistance--valuable and- neessary as it is--should not be relied on
as thebasle pUblic program to, coVer the high cost. of hospital: and related care
that pied p-9ple are not able to piect by themselves ,

It Is because we have obseryod 'so closely nd worked so continuously with the
administrators of 'public welfdr6 ihedfcal tare programs that we feel the assbea.
tion is ualifled to conclude that the public assistance approach to ineting the
medical care needs of the aged is not the total answer to this question. On the
basis .t this background of experience and concern, the association by. action
of its board of directors bas "taken a, position in support of a program for the
payment ok: hospital and related costN of aged persons, to be finanet!l 'throgh
the 'OASDI system for covered beneficiaries, and from the general, revenue for
those who are uninsured.

This year our board of directors has ain reaffirmed that position.
While we strongly su pPort the hospital 'insurance measure, however,

must, register our' disagreement With the proposal for charging a
deduictible amount tothebenefiar ,. "Werare aware that deductibles
are supposed to allow fop the financing of an otherwise broader benefit
package, and to discourage overutllization.

However, we are oppOsed to'deductibles because they create a bar-
rier to early'hospitaization for a 'group of persons for whom early
care is essontil. -Such carre, if deferred, could well result in prolonged-
hospitalization when, the'patient is finally admitted in an advanced6

state of illness.
We realize that elimination of Ithe deductible would probably 'be

accompanied by a reduction in the maximum'daY's of covered hospital-
ization. Itowever, if such'achoice had to bmado, we would still favor
the payment of hospital coStsbeginning withthe first dollar.

The number of people who would require hospitalization beyond
th6e covered periodwould be comparativelysmall and some-of these
wokild exhaust their benefits whether the lmit'were set at 60 days or
evon higher. ,It is probably not feasible, at-'least on the basis of cur-
rent experience, to extend hos 8it.&lization under this system to coier
the very long termt tastroiu llnsses. ,' Some of these cases would
ultimately have to be carried on the Medical assistance program, which
the St&tcoulddo ifiderthe prposed'title XIX.

On ti oth6r hand, bywlmnttm the dductible;l a, much, larger
niuiber of people would be benefloai-l'none of whom would have to
apply for aSsistance to py the e ductiblo,' and the administration -oft
the m" isur , n Maid the welfare 'pibgmu As,, well' us the collection
preoedurbs'Of hospitals, wouldbe s inplfl[., . - ,

'On the'ba~is16f the' eperience, of p)ib ic, welfare agencies inpaying
for hospital and health'cAre osrviceS we bliev that the charges for
the services of radiologists, anesthesiologists, pathologi's, und Phys i*
atristg, should b included inder tho Ithospital 'insurance p1an. These
re essentially a part of lspitl serPces, andi'areusually included ih

66hehospital bill.
'Without thi§ cbove6ig 'nh 'tl'ba.i' hospital insurance plan, it would

mean that for all ewipients of assistance at least; someol ltiese',cotawoUld h' e' :to be picked 'up 1)y'the' pubi& welfare age. he.: Ee
thouhthes e' payincnt& ould be '.r.etively sni]aflity w Ati d require
the same proedtitea-tt_.as.for other kinds'oi'payments, and would, add
administ-rativecomplications out-ofproportion t the cost0 involved.
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Tlieproposed voluntary supplenentAlhealth insurance plan is a
matter of, gveat, iteaat, to thiassociation. The provision whereby
States could buy into the systin to cover recipients of old-age assisf-
anee would materially affect tc~ costs and coverage of medical 4re for
thatgroup, It would enable some States to provide a level of h-elth
servicest4hat is not now, attainable to them. Ve recognize th~t there
are a number of new administrative and fiscal relations that would
.be established whioh i perhaps can only be- fully understood through
.exrience. Unfortunately. it has not been possible for the association
to develop p, formal position with respect to this plan in the short time
since it was incorporate in the bill. However, on the basis of such
-discussions as we have had we have received ex ressions of support
for this mesute, and know, of no opposition on the prt of our mem-
berthip. '-.- - ; .,, I I - . I . I

The new title XIX. of the Social Security Act which would be es
,tablished by this bill would encourage and enable the States to achieve
far-reaching improvements in the piublio: assistance medical care pro-grams. These improvements woufd be in the direction of mr ado-
,quate and comprliensive coverage; greater equity among the different
groups of recipients; and grater opportunity for administrative sim-
-plification.

Some of the Federal legislative i prov-ements in the pst lave had
the incidental effect of, adding adnmiitrative ompexitles. The
present array of categories, wifh, different matching foirmtlas and
eligibility conditions, is a BOU'c!O of real,corcerl to those ,lavzig re-
-Splonsibility for their administration. We acknowledge' that some
of ftheso ,requirements are established by the States, but nevertheless
the basic pattern is semt by the Federal statute. In any case, any steps
-that could be taken toward simplification Would not. only free theagenojes to direct their energies into more productive channels, but
would also make it much easier for the general public to understand
theso programs.,

The.proposed unification of al medical assistance under the new title
XXX.would be thogreatest single step toward siinplification that-has
;beei taken since the basic statute wjqs, enacted 30 Years ago.. Tn addition there would be the specifi .requirement that States
-would have to-
,provide such safeguards ah may be necessary toassure that eligibility for care
-and services, under the plan will 'be deter ined, and such eare and serviceswill' be :provided,1 in manner consistent with pIniplicity of administration phid
the best interests of reciplents6.

While.,we welcome,tle., potentiglities for administrative irplifla-
tion that -wouldU 66iff d y thisi measure, Of even greaterimportance.woul be th6 opportunitis for, St~tes to provide more aqequatolj for
the medical needs of those who receive :pubic assistancei a for
-others who are unable to; pay for tleir, , edical cam',. W6 ,esdeially
.endorse the, requirement'rt"'j pi% . car ,would have It ,bNmad
avai 0 ! in, the sami. amou, scope, apd dw itioz for all, pesons
.-riceing money payments, r, any h c,
.agories. thesenn~le, a e pbi • ',tnc

teefador ar ipiidqafly sbishe4 Y'.. 'ftee
qt cMgorwith 6'rsiklIn Inynsi, 4 too often 'Q*8t

j4 (W Pa g It ".;1016
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Similarly, the opportunity for States to extend. medical Jcare to
medically needy persons who, if in financial need would be eligible
for assistance, would bring the benefits of the IAAA (Kerr-Ills)
type coverage to this wider group. And, again, the requirement for
uniformity in amount scope, and duration, would carry an assurance
of equity which would be to the advantage of many children in low-
income families.

We also emphasize the importance, as provided for in this bill, of
placing administrative responsibility for medical assistance in the
same agencies, both State and local, that have had the experience of
administering the vendor-payment programs since they were first
authorized 15 years ago.

A program of medical assistance, if maintained at an adequate level,
may come one of the major items of cost in the public assistance
expenditures of a State. Yet it is of the utmost importance that good
coverage and high quality of medical services be available to public
assistance recipients and other needy persons. States that are cur-
rently maintaining such programs should not be penalized, .but in
all probability should be helped'to improve even further, and other
States should be given every encouragement to move toward adequacy.
The separation of medical costs from the money payment grant
formula, and the removal of Federal matching ceilings, as provided
for in this bill, are essential steps in underpinning the development
and maintenance of sound State medical assistance programs.

Significant as these improvements would be, however, many persons
in genuine need for medical assistance would still not be covered under
the new plan nor are they covered under the existing programs.
These are persons who, regaMless of the extent of their need, would not
be able to meet the other eligibility requirements of one of the public
as-sistafnce categories. They are those who have not reached age 65,.
who are not blind or permanently and totally disabled, and- who,
though they may have minor children, are not eligible for AFDC.

For example, a large family with young children in which. the
father is employed at low wages, might well-be livfig below the pov-
erty line, and would urgently need medical assistance in case of illness.
But under the present proposal they could not be covered because this
family, regardless of its need, could not qualify for AFDO.

Or a married couple, aged 60, in which the husband is unemployed,
,would not be eligible for medical assistance under this program, or
under any of the other programs which would be established by this
bill.

We recommend that States be given the option of including coverage
in their plans for medically needy persons who do not happen t meet
the specIal requirements for classification under any of the public as-
sistance categories.There are some States, but ver"few which now provide compre-
hensive'core for this gtoup from thiei own funds. Most States provide
lesq in the way of medical care, and some none at alli f i this grouip.Under the present bill a State could, ti"cler'new title XIXICelect toprovide medical assistance for. persons receiving money payments
through' one of the public assistance categories. If ,it covers this
group, it could theh 'further eledt'to Wndlide medially needy persons
not receiving money payienits, buit who meet all of the other ligbillty
requirements under one of the categories. Our recommendation is
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that a State that has extended coverage to these two groups be given the
option of going still another step to include medically needy persons
who do not have the tie-in with a category, but who meet the same test
of need.

As the bill now stands, a State covering the medically needy group
would have to investigate and determine whether an applicant meets
the eligibility requirements, except for need for financial assistance,
under one of the public assistance categories. This procedure would
have to be gone through despite the fact that the persons is not even
applying for assistance through any of the public assistance categories.
All he wants is medical assistance through title XIX.

It is our view that the only test should be on his need for medical
assistance, and not on a number of irrelevant factors. If a State were
to include medical assistance coverage for all medically needy persons,
no such determination for categorical eligibility would'have to be made,
because a person would only have to meet, thetest of need to be found
eligible. Therefore, in addition to the other advantages, this inclu-
sion would be still another step in the direction of simplification.

We should like to express.so n reservation with respect to the pro-
posed requirements for financing of the non-Federal share of medical.
assistance expenditure. As presently drafted the bill provides that
initially no less than 40 percent of these costs would have to be paid
from S!tate funds, and by 1970 no local funds whatever could be used.
The requirement of 40 percent of State funds in the non-Federal share
would present no problem, since, to the best of our knowledge, no State
would have to make any new arrangements in order to comply. In
some States, however, a great deal of internal rearranging would be
needed in order to eliminate all local financial participation.

The House Committee on Ways and Means reports that:
This provision was included to make certain that lack of availability of local

funds for financing of any parts of the program not affect the amount, scope, or,
duration of benefits or the level of administration set by the State.

We are in agreement that safegtards are needed to sure that the
"amount, scope and ditration of benefits and the leVel' of admnistra-tion set by the States" are adequately maintained. But we have some.
doubt as to whether the elimination of local financial participating, is
the key factor in accomplishing thi.4 objective.

The real concern, in our view,, is not State or local financing, but
the quality and coverage of services. We believe it would be better to
approach the matter directly, by enabling the Secretary to set high
standards for public assistance medical care programs.

The States coull then decide for themselves how they Would Pav for,
their share of the costs. In any case the prohibitio'n a.inst local
financial participation Would not become ititirdatory until 1970. In.the meantime tth'e aociation 'will g ive further' siuty' to the implica -
tions of thisap]poSa, and we may hatve additiodil reconu'nendations
to make before that dale.
We are pleased that the bill iincudes the 'uirefient that ia State

would havelto show continuing p6rOgres towa0dbroadening the scope
of care. and services and lberahizing the eligibility iruirements f'
medical 'assistance with" the goal of ProVidine'compiehesive care And
services for ll eligible p sons by 19T6. This prodIion would call
upon'StaWet6 begil n: i for an Ordeiy f'kd pftnned development of
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a program that would provide adequate health services of 'good quality
for needy persons.

The requirement for utilization of professional medical personnel
by welfare agencies in the administration of the program would be
-another factor In moving toward good qiialit and efficient utilization
of services. The'general shortage of professional personnel qualified
for these positions, however, will be a limiting factor in th6 realiza.
tion of the full potential of any measure of this kind -Which Congress
might enact. We therefore recommend 'that specific provision be
,made for Federal participation at 75 percent of the cost for the tkain.
ing of such personnel in health, medical social service, and related pro.
sessions needed for the effective administration of the medical assist.
.ante'program..

The limitation upon the extent to which relatives could be held
responsible for health services of an individual is a progressive step
which would make medical :assistance more readily available to per-
sons in genuine need, and it would relieve the welfare agencies from
having to go through a series of expensive, time-consuming, and often
pointless procedures.

The prohibition against durational residence requirements has long
had the endorsement of the association, not only for medical Care, but
for all public welfare programs. We are not aware that this prohibi.
tion in the Kerr-Mills program has resulted in any movement of per-
-sons from one State to the other to take advantage of theso benefits.

On the other hand, it has enabled States to provide care for some
-who Were in genuine need, and for whom some arrangements would
have been made in any case.

Administratively, one of the drawbacks of residence restrictions is
that the verification procedure has to be gone through in every ease,
even. though there are very few who do not meet the test.'

In brief, it is the view of this association that the new title XIX
would enable the States to take the greatest Single step forward in the
improvement of public assistance medical care since vendor. payments
were first authorized in 1950. We support its enactment, and also urge
'the adoption of the changes-we have proposed, especially for extend-
ing care to all' needy persons, in order to perfect even further this
essential and basic public welfare program.:

We strongly endorse the increased authoriz'ation for grants to States
for maternal and child health and crippled, children's services as
proposed in the bill. These programs have lng ago established*thr
worthwhileness and effectiveness However,'a great deal rem6aifito
be done to provide preventive and corrective services for, many 'lii-
dren, especially those rom low-inc6mq,'and deprived families.

We alsorecommend the in lusion in thi. bill of t pthorization toin-
crease grants to, States for chifd welfareservices iA'thi same amounts
.asI for. these .other "two p 'ograms.', The tree, aiihiizatieiis rei
parallel and in a sense complementtiry partsof titl V the SBocial
Security Act and the need for funds for child welfareservices is no
less urgent than for the.thor, two protrinS. We further recoim--mend tho elimination o0f:the'special- posi0 r the ftarort.in af
p part of the. child wel1arV ereices.fids for use by 6t 1ts f 6r

,'day'c! e dervepme.to . *. oth .day care of cliildien
is e deoe1QpinefitO 011 ;Oir"6t r~rvlcel

"is a iii6st presslig task fandh P~tl pbic wvelfie agekieries nieed all tho
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encouragement and support they - can get to carry forward their part
of this responsibility. However the earmarking feature has now'
served its purpo -f initiating State action and at the same time it
has been found to be somewhat cumbersome to handle. We therefore
believe that it would be advisable to drop th-is requirement. We Bug-.
gest alternative language to the effect that States be required to com-
mit a portion of these funds for the development and support of day*
care services.
cWe vendors te propo for training professional personnel fgr the

care,,of, cripphd children, particular y mentally retarded children.
and those wth multipIQ handicaps.:, If persons qualified in the vari'oui4
professional specialties .in the fields of health and welfar;e,'do, not
become more radily available, alof our other efforts will be seven 'ly
limited in their effectiveness. This is indeed critical need tha must
be met without delay.. ,, .

The special project grantS fo Seho6l and preglhool ;Pidren 9Woidl
provide a range of services for groupspf leprved clhililreni 1I i 1.y,
would not otherwise receive andwhichr are essential for their sound
development into self-supportAig and produi qvQ ittz~s, Itiit ex*

.peted that such projects would also deyel~ptechniques and infdr a-'
tin'that would result,n trear effectiveness n etendixng essential
servstO this group ofehi-dren. , .

We are in general agreement with the proposal1t6r aiendini'li
old-age, survivors, an ddisability insurance projga We r l A,however .that the increase _n benefits woulddo 1 le more .t hn kep
up with r'cen t inc reases i livig costs. It is therefore our ho pe th t
ways will be found to make a further upward adjusfnient'in th6 level
of benefits.

The propos !d increase in the Federl slhre of public n aisi xce,
together with" the costs for' hospitaliZation any othei heAlth -servies
for t age:that would bepIcked p y the two n6w iguknb 1ih.dree subs.anal -sums of sa fnds that 'i need foi the
improvement f other 'asipetS Qf li p 'lk I ffaioe pj fogr.a i Th6.'e
is ah.uther r qrement tia the ,di n I eral fn M1_it :.6
ize kboYd tlIs bil" wb4d be ma6 avahilhbl te4the Ieitent .t the
woi ld beiused i4 th Itr n,( tn e, ht
expenhitures arrioMnta .'d., ex..ting'S. te

Moreq''r, Fel ftaif 'd"jo 'a owi~ld beindedd'iil: to the
ex t t o ,t 6W d 6 f'lidl .n cdrh

Pit I &-rW o I b
All 4Of ihe. f&atilre Ib~d.ih~ o~il ~h tL~~iie

that' 'thovisioni '6f "ti li l '*6e ld:'fi'ih -: isii &l n
nts n hiS rep"t.. f'tn!,?. '

payme n of assistance to, it ed~uexson s ini mentl and tub6Prqulb~ls h'o " '.itgls',Iies ana e ,t cw_ , Wesiied to

possible carm'a'nd thi&z alft.tietot, '-
'hlefi -111141Whi'tfe' best'iAt6e6d hf 'theera 'at!| tm r~i6 g ffi r6zh'thbW,
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payments would be used to improve the Overall mental health-services:
of the State.

e recommend that further steps be taken to improve the special,
arrangements for Federal participation in the welfare rograms for
Pue-to Rico the Virgin Islands, and Guam. While these jurisdic-.
ti6nq' wbuld gain some ,new advantage in the present provisions of
HR. 6675, the amount is smallin ie'ation to the need.

We concur in the proposed option to States to increase the level of
income which may be disregarded -in determining need for old-age
assistance. However,we should like to see a similar option allowed
for recipients of aid.to families with dependent children. 'Surely thel
encouragement of initiative and selfhel is just as important i if not
moiso,. for children and their parents as it is for the .retiredgtneration. • " •,

We endorse the proposed provision for judicial review-of admin-4
istrative, determiiatQns .by the Secretaky. whieh affect State public'
asistan&d plans. This'does not carrythe implication that the present.
Sertary or the staff of the D.epartment of Health, Eduicationi and
Welfare, areartbiti i' or capricious, or unduly slow in taking action
on xfitterstffectihg Stateintrests. Nor is it a&condemnation of past
actions. The exp6rience of the St'ates i diealiug with the Department
have been satisfactory, and reasonable: soutidflsi have been' found to
differences that have arisen;. The position of the association, however,
is that the provisiobnfor judicial review is sound, ifi principle, and that
it, is available to States in' other grant-in-aid programs and should
not be denied in this, one.

In conclusion, Mr. Chairman, I am pleased to express the support
of the American Public Welfare Association for the major provisions
of H.R. 6675. We also believe the bill could be further improved with
a few modifications. With respect to hospital! insurance foi the aged, -

we recommend, that the services of radiologsts, anesthesiologists,
pathologists, and physiatrists be covered and that the deductibles be
elminiate, With respect to 6e medical assistance amendments, we
reconmee.d that States be given the optionof eXtendiig medical assist-
ance to al tersona who me6t thetest ofn0d *and we sUfigeg that the
o6jetive Of improving the coverage and q'ality fn Pddcal'as istance
might be more readily attained through th'e Wtblishment Of Federalstandards than through ap rohl 8o agilhst . caJ financial participa-
tion. With respect to the O hid ih a tl amiidoats we recommend
that the, authorization for grats to states for child W f.re servicesbe i~c reasid the same4 umount s formaternal and child helth andcriPpled chir.'i rces, a~4 tht the specied earmark for day

care services be elWminatid. .And, Wth re~pectto the OASDI ameAd-
ments, we suggee, tht eve-y consideration l ae given to the possibility
of further increasing the proposed'benefit level. 1 . 0 IThank you for the pri Q ege of appearing teor you once to
ex ress our views.

'senabor Loxo. What do yoi think 't oild cost to eliminate the
deductibles What is your eStima if yo4 tke out these deductibleI

Mr. Scioarmu ThisIwould depend on what Was done with the
rest of the billJ Senato..

In the House hearings there was considered discUssion about re-
ducing, the number of hospital days in orders to take -ehreof the extra'

844



soMAL SECURITY

costs, and although our association is not enthusiastic about the re-
duction of the number of hospital days, if we had to make a choice,
we wOuld' prefer the reduction of hospital days to balance the cost
toward the deductibles. I understand that one estnnate was tht lit the
hospit4d days were reduced to 45 that this would balance the cost by
eliminating the deductibles.

I have not had the opportunity go into the'figures, but we would
be very glad to go io them and' file an additional statement to the
committee,. D tn alradI note that e as made available these figures.

Senator LONG. The thought that occurs to me is that the average
p person is in a position to pay a small'amount. If he has some income
o can pay for a small amount of medical expense. Where he needs

the help it seems to me is where he runs into a great amount of inedical
expns and thit seems to this Senator to be the weak spot in the bill,
that if a Lerson has a very high medical expense he would become
destitute with nobody to poVidd fot him.If yoi reduce the number of days and reduce the deductibles 'that
wouldn't be good.

Mr. SdurfA N. What is ha.p'penin now, Senator, is that a large
prcentAg6e of dnew cases coming on olf-age assistance are coming on
s01olly Wause of medical expenses and they are not necessarily largeexp,?,se.,

oii Other words;'the persons getting a small income of $70, $80, or

hundred dollars a month from OASDI or from a combination of
OASDI and some private income, and then hd has a small medical bill
and he simply cant make it, he omes on old-age assistance in order
to take Care ohis medical creI eIpenSes.

Now, as you keep the deductible in an d as you raio.ethe deductible
you just are going to bring i- ihore people inf the public Welfare de-
partment and old--age asstance, ad
posedttlie deductible. ' an t f

Sonator L"oxO, Well,'as far,'as 6y State is concerned, it trie. to
encdirage anybody'. who has anY right to draw a welfare check to
come in andto ai for it andto Io Ake himself eli ble. If &e is
entitled to it he ought to be in there asking for it..- AndLouisiana does
not ty, and I don't think California where you. were the commissioner
does either. to put flie Mif4r e0flce 6nu b ae stre t as thoughh there
were siithing Shginefiil aboutgoing in and,_kng tor publicassist-ance, if your ecOndi ' cir' uins .ancs areSUch t you nied it..

We had some of our people going in t- qualiy or public assistance,
as you mentioned, beau,66iy wantQ te eligWble for- hospital care.
If ybu had a ood Kerr-Mills prora8 0i coure, that right not be
necessary, but if you have gop an d na at. IrrrMill program as
is the case in most 'States' their I gue qp6perhaps wold mako sense
to dothat.

Mi. SOH~rr.NP. I'dot't want to 'be isunderstd, Senator, as
sying 'we don't, wint' pecpo 4h6 are needy t" come into the puiic

?falo departmenli butouk ] Peference is ihatthe social insurance partof this billIihould carry the burden/and that if it is posible to take04OV ispofem rhuli h soi ! MuW'ance it is better tha having

them come intot~i Wlfar~6 Patent.
I' agre Ath 1 Ou h d 4-p pwo

sole; so 6eftlep Oblems. tut remember tPtteie*U o
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,,-.am with all due respect, is still. a relief program. .It is still an icoino
res knd needs test prg I and i~ otSAtehe division beween

Kerr-Mills and -,d00" assistance i 66M in. sohie States a bbookkeeping

-S' na'tor MONC.' IU haenvren~ rgam treated more like an
lunwAiited stepchild tha n the Cerr. Millsprrogr am by thO2~artnint
Someone was up from my State awhile backhand called over and "sked
to inquire abuth KerMiliio&a n the immediate re Ponse
of the D epartment was "Oh, doxi't you kno6w'it doesn't work?1 t, is n6
good ."Tht has been, the reception, of the Depart ~t to the kerr.

Mr. 501 JOTILAN.. It hAs. W e 'fwikr Of it.,11m
Sento AN RRON .11 will say to mny dolleu tath fa6tW s~ow

the 'DerVgtn "ht h itd 1isou aged'it. VO.i work r"htj alie iniiliM8
th4:welfas 0jc meia itno~ogram

0 1 h, 0A V intthi fild ha tD'prment
iEW '~lly~ dragged'its fee on th.14 ihiplemex, aiion of M4t

r. $pO,0VI'nLn I know th~ sti ti was made bfore I4 gm-
mifte n ~a tellf,61 *6iU 6 fr P ex'ora 'eip ence both,OM MY! owvn
personal experience ar~d with intimate. contact with% i'teDepartment
this T hoetl '-ifre -h;~6dn 'e A hi~ be#t the
bushes,' to i lhtiMAA proam thi ep ave.enou

th11 fil hlugooruaeteSts gshix; ani I kiow' co4
programs where there as bee gratr piush on the, part of th6 1C6part-
ment' than th&m hasbeehv iii, MAA andA paticuAlrly since inth ay
stag' o'f the oblde _"gu46rso bil when' this cha kge wir A
mfade. dThe De~artmeit,- I think, h-a been very ssiv ~dtlWs ~n

hasdon mch or flai th',ave clon ,6,on' previous amnende
that.the thing is just completey. nr~

Sent61 AN~RS9W t 9 youvry much for that bea sethL'b~n~xpeii~ne i~i.~ t as beexVthe tesfin -n,O ofpAyjppl
whohr(eiltei n Saying, they dih'' eltis w PT 1.ppr rge

against the Department. Thy hAd done. a go,K'1%6 jPusi.4
~&' atte 6f actthe M PrOgramf has' robablyi

tha h ifof 'the other ro rranW1s Whit are'- *ya1Able t"o MV8 -1t

frS cii6i. Th a t h6i~t. '.'

th6s6 de4WIbtbles~ ahidWYf,64lPfuik' ~u@W re. thiiIhp
n~abe:y6~1b~dlWgfiue hati hav Mrblibe fhroi gh t

T- 'lhi i6 -thiesfo de4ctibles,
on6 f6i '45-.dayaadtsd ~i oe'16dI? 'days 'and a m~Pay.
me'nt equAl!t6f1 day -a'd'18O d'aiy-a~ lghtl' 1hrer payment.

teditre; 11 tart VAtiefilt 6ud 'hot tell hoW ldn'g he %vAs 'goiu'g "tb~
hospital, arnd we shouldn't put up, against,hun thet ot of, , choice.
YOU* duigh to'gi. e h . aonbl hotiofdyaJtehopa

Auc ~s& dys,~d' kx1d pay' ~r~l~d.,i1~4W~
be better'off: '

4htt is Iyour pinio f~~?~I~~ ibt'ii~'~ a tht yo
aren'~ pfectl.619ctre in, yduutji6~~it, tidtible 61114~

l~ cargd. ut is tlore& not someliakI'fi htq~ 0ti 144 c yCoPuch' *ri~a~~e edIn6,1k i~'oi 0''~et1ee
lei t- tn 0' ,i hil,1 01
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I*tter be, -s'o m*6 w y- of piiDWtiTig'fh!em'iigAiifst'-wheit Senator Long
has so well said ii;dhia'slbr6 hlo illhe's8i.

Mr. SOHorrLpm. This is ver ., 11 iv , d"O fell how, long vi.per-;
son is going to be th rj i k the; dedyWbk Otidulgrly

, 1. bilit I d ont thgsm'-alldiodu6tiblere,,%,Ymake niiieh'differenwiiii h'isr gArd.--?':t," '' -
'Senafor'AxDii 86*T. I 6M ii6floin L19 tTu ", 1. with you , at "all, b -01 " k A nd'' h'6ausej SID*Bht an'a fA1''f-Of thii6 4;,t S.. pg, came outwit. hll

c0rtS,6t6igw.ar*s-hn c1, aw= a .a pu answer as a, person whoI" rious *to h lv'-
M fi many. , M, r mm"ittee, and loi6ws 'ahas tegtiftetl es-,bebie thig co

great de.all 'this elds '
You-w6 ld P're'fer ah: Waithh445 days Mid'no"ded tibli

to the'presen't program fiAlAed in. 'theibill I
Mr. SQHOT=ANDo Correct.
'Sphat6i 'AXbkptgb1q. '' Now 'Iffie 'a a lefi gth- 4 #iy "Idis PeOp 0

q8 %06' and. orp 14. 's.iifider-064 f 04.66 A tla9 1.61 d " now le V-1
$6 ihoy 6, 'd Iittla 11'61,W6 average -person and

016refdre _'- many- Ore them, s&yIng &( ponsidet416 "tkip.'.. . ': 4 -a: ate your, statement. , I am. ii6t, i0i". t4 kppreci 
ng as-,

I was worried ibout 0116thirika'kyqu, 7'ent th *6* ' it iftdfai, 6A, it.
, 6inghifi.. 

.
You 'saidihebill "will le4ve'-ouVm any d6sks elitii ly 'glike
that.D 0 e&ally6g your jiiAs6f

CWOTrtANP. ?6 , gr
w us.p ,ator A' What Rs:fliaii j@XPI

wfi'61' .1564
hiri, sdlliqtp lt 7,y
Thii is'om**'th'e""'ubli6"gstancepa, otthe ,Wh.. The re, t'i

now Ivritten, is Zata, mm icAlly needy person, must qualify asfar as
0. filist; iffify, f6

the nfifiinq ba '' 'art f A4 bill is ono r one of
ilia cAt0g6Ho.T"fh04h
S a &66nds do AM6 Al he is idi* 61"Croi- iax h, Ois;qld4je, .9 & en6ntdii e &r a, tdassist' h6is b"itAl a a dawt quilio -un
children or AFDO.

Theke'lls' n'f one 'th ng'*fongI -6 A is
a*Xo', ; h, YAW erI v* b-0 iige he43 icap te

.,%Vb#Wbi d1ble td ComOvi 62orleso t *6, WH6 6'6iftt'', I , ''er t " 0 !! ap.r . ,,, '''W-ith s.f bi 0 caAf helre'oould V *'Atensi& 6fthl Y40i '' I
ne egg, 1K e-e a, SP fii i th VeYyL pwioxna no m th e0*1 elittL i, 4'buld b-6 ri tiehien4p improvement. ift t '6
era ca g 8 w h4, t
bill.' y direct y 4senator, XpAs&,I., v4s fil 't' vag'tb*sk

.6q, 19 via _i ng--" ideii'oiii 6W6- -6? th 6 ill
A (!4

bv:tvo X ir -MWS fl actli6ns'of , the bi I or 6 6po lefiielit4 nefi
pparen -if i6'fioA In!60se at idl'thlat-, it."
-Mr. qi OTM"A, It is iri theKq Mill 6 blea4 14,Afiie

P-';xrt'of th bill's
6ooA1qDJ R80N That you that is

S 6h vii L6NGs S ft -60i Oi I RM9
§enatojr .WU=M' S. Mr. Sch6ttland, I uA erptood, ou to OU

comp ete t "Ith; say',
-wait'' ' ' 1 " Aed '*i h a pi*& whidh, thp, ipar -

M iven to ffi&Xerr 17mill .W1114 getting it, fii plemariteil M the i iious
ites, -

SOHOTTLAND



S enator W UJIAMS. Woul~l you be satisfied if, afellee~qm othis', bill, they' gave. it -the, s8n&- kind "of Puish anid tJi sae ttdntdhthey are giving the Irr-Mills JIfl

6en10& WY OTo. I ai glad to 1ea th because ,i our rea, iofact, I h lave,'tAlked wit th- Neparfmnent on', ''c4sionis, and, receivedthe, samet respo nse 'thdt-th Sntrpm ousanarfre to w henthey tWd -me t hat 6he icerMil bill" wasnt worth 'COsidering6, auldwhexnIwa tro t9 get them &4r' urStt thh~ the legis1atuigetting a, litlepush 'on getti~g itimp~ile-men6ted, th'syyuw~' aeanything when you-got it done gOn tha is xcl ha ltl me,
So,1 am glad that'you" aro'tsfi&d wth- it because it is ietfind somebody satisfied with it. [taugh ter)

,Now oPe ~Other,,qupestfon inA colectioiwith tlf $12 in tlhas~~~~ itbeny46n~eroce that the limtio on cte o~~t~
hdm bee w. as 'hide iitti 'n d orbeniloe oke eeoth~~ito'ig Mh toet h6 ~y~ see on tha? yv,

questionirtmqn andor if Img6wth tht ' theycmite ut',
asociion a g persoa vieso it: -h to"hi *, kl dt6, monres6?

loss.Tciat iysel not a sraeghtsenaive ogr l ;fo Am erican belActin a. giv rearonlhe-1'1 t .lhik60 ngfacedin this h -th i proiit f ~h ehons 0 n h 6f S plce, art$tr~~lipersonsrra wouit be tri'l' cstat, 6 inXmsorios-ophy tha tis i imnumtfmneys agovdt~i~aecrainst mae.10$ i any,Fps& Thoi-is nota taught toi b0 considered be Orew g.9 int 'lenon, progngn

k cntbleta thiio aro ver many eople ifoeA" ka
learning $15 r$1,800. Most peoe re either' fullyI employee orpardiW6tially Pmlo Lt' so ethi-* ifid 4etiirli res olft t h *00mark, psolfe that44 sought~ nrese N_ c~dn't think 7 go 0, to e ex

So1,A1 in tem alaofcd ihuh polebfhw hrs. c~p
1o,d Ip fele that ther20 iso aclyer,~ulig rgnpeopl ont therelif rols. do'think thatr if y'oual eaieth

onti te income 'aomhn Ve "f pesn oii re2e 'Il0peron 6eiv ths t0cusn
an.'og increase, in threfrls

tirly Thtwsn' th uso. Bti twsri~ o$~$00, o $2elta,,h00Oi atalrIt nfi rigp'Ahave in 6t. 0, rie roust wondowht effety~ y~u thaminoelSuresoir4, dnttiki Vul 'ay ujuc m'isany~r'3i'ke pc eole of te relief 'Il~. ,1~~kp~~bOr'c1l
phteyn' the fewwhohav th t ortnt t i.vore think i causinghavea god ffimatveUsyhl IfetanIbieve'lhug
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we haven't taken a' position on "that recently, I think the association
is in favor of some liberalization of this exemption. .

Senator WILLTAMs. There would be a certain 'amount of digity
to the fact tlat the man earned it rather than having to accept it on
welfare if he was able to ear' it.

Mr. SH0oi'rLAW. Corredt; and I am personally' in favor-of a
liberalization.'

Senator WILLIAmS. Thank you.
That is all.
Senator LONG. Senator Duglas?
Senator,. DouOLA&i Mr.: Shehottland,, you were Commissioner, of

Social Security from 1954 to 1958?
Mr.' SOMAND. Yes, sir.
Senator DouoiLs. You were appointed there by President Ei sen-

hewer?.
Mr.'SOiicrrm.'Yes, sib;
Senator' DOUGtAS. 'Il take it ybur appointment' was apprvedby the

two Senators from California at that time; Senator KnowlandlandSenatorluehel? ;  . 4.. ,: ".. , . :. .. :';,.:
.Mr, SO HO1WLAz. ,.. Thht is correct;. At that timb, yes. HovoeveiI

would like point out, I, was then: and'I- have always been a Democrat.
Senator Douor s. I, want to,,. point (ait you were appointed by a

Mr.'SonorAND. -Thatis correct ,
Senator Doluiis, And yetyou are in- favor of this bill? I '
Mr.SoitooT-rzm. Thatis correct. , , .
Senator :Dotdn. You served under tWo Seoretariet ,
Mr. SOHoTmAxD,.- Served under three, Senator, Mrs. Hobby, Mr.

Folsom, and Mr. Flemming.
Senator -DVao'L !s, AndMr. Folsom and Mr.( Flenimig home:also

declared themselves in favor of the.King-Anderson bil,
Mr.SOROM~ Af..,Tht iscbrect., '
Senator DOUGLAS. So that the three of you who S6rveda major poro

tion' of :the time during the 'Eiienhower admnihitration: support the
bill. '

Mr,, So io'mrmw.,That iS correctt, becuse'it is a good bill.
Seater .DouGAs. i-think yo :have supported the. idea all. along btt

I donft think 4 r. ,Folgom and lMr. Flemnig did until they-were de-
tached from the administatioft and attained a degree of ptl16osphio
impartiality (whiohtlieyvere not then prmitt6d to exerita.,::

You shouldn't cmrmenit on that.: I throw it in -for whititis worth6I wts-very much 'pleased by'yoir statement that .you bli6ve the
services of specialists ,'4uch as anesthetistsi radiologistsi, pathologists,
inside'the hospital, should be included under the-basic plan., 0 I i

I would like to ask you if you approve of our amendment No., 1561
Whatthis aniendment-wouldido would bb top i itcoverage under
the hospitidization 1n of the scots of the services -of these specialists
wlierethe existing or ftire-volunitary" agr ent between the hospital
ndthe' specialist ii that the hospital includes these costs' but Would

make this contingent upon voluntary. agreement between" its, bill
andy' in siho fashionpays thp specialists .The prent bill would per-
mit payment-for these services only under the. vOluntary plan andwhen ri ihdividhidbiil isrender~lby th'e specialist. .: : ... ,.

,The=American "A ical:AssoVjatioi i trying thmtdke it-apear'thqt
this mnendmentwodid blanket, all of them iito: hospital services, I
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tried to make itblea'r yebstrdaythat that was not the intbnt,:and I have
consulted with experts and they tell me that that is not the effect of
this finendmente °It really wouldirestore freedom of choice to doctors,
at least as to 'whteth or not they wish to contract with hospitals to
have their services included in th6hospitalbill.

Mr, Sorioir.. As-I read this' amendment,I don't have thd~bill
before me so it is difficult to follow but as I read the amendment; I
think I understand it, Senator. '
Our association Would -W in favor of this amendment.
However we believe it ought to go much further.Senator Dou0s. Youwould automitticallyblanket all of them inI
Mr. SCIOTTLAND. Correct.
Senator Douao~s. The American Medical Association would auto-

matidally blanket them out, ,.•
ir. SOHOTrLAND. Correct.

Senator DOUOLAS. And I occupy a middle grolind saying if the hos-
pita dldthe specialists agree uponthis they ,would beinciuded,

Mr. 01 S"IcIiAN.Crredt.
Senator DouoLs. I believe a middle ground is very popUlar politi-

call' these days. Itis unusual forme to find myself in thatposition
cali tell you it is a very comfortable feeling.

U'rJ SoiiomrrAwD. I would like to comment, Senator...-.
As an old bureaucrat, I feel that it is important that we simplify

the administration 6f these laws. We are getting now so complicated
that frequently adnfliaration overrides.basicpolicy-problems, and
it is going to be extremely difficult.for hospitals to separate their other
costs from-the costs, of these groups that are' excluded, and-I see no
reason tut onto thehoepitals bf-the cotintry this complicated prob-
lem, this complicated accounting problem. of trying tofigure out what
Is a pathologist's bill that is a persohal thin gyhat part is the hospital,
and it is jutigointb be' reallyan accounting'mess and that isone
reason, I think it is the minor reason; but: that is one reason, why I
thinkit'ouhttobein there.' : -,.

Senator DvorAs, I introduced relevant evidence the otler day in
the form of a statement of a very eminent hospital administratorin
New Eniglaiid. He; pointed .out- that if' the present ,provisions, of
the bill weie to be carried out, in two actual ,cases which he selected,
th patient ione would have 9 t 11 separate bills submitted by
specialist and in the other Tto separatebilis., ,

]Mr. SCHoT. c. A. If I, might be very blunt aid frank, I see abso,
ltitely' no logic in any of the testimony that is being--that has been
given before this committee or' the Ways and Means Committee or
no real argments that have been. presented for excludg. them ex.
cepta desire of' certain groups not, to have anything. to do, with, so
ditt insurance.

-Senator LoNG.'If I might 'Ust make:,suggestion I am going to
offer an amendment -dn of. these days to stop, this, 1 re-aye, busi.
ness~and make one layer out of the first- two layers and, that being the
case it will solve the whole problem, there Will be nothing to argue
about. They will all be in the same tetit.,

Mr. SoHtrri.. I hope you succeed, Senator., We :will be down
here pitching for that. , . ",

Senator DOVOLAs., You will exceed Congressman- Forand then be,
cause as I-remember it when Congressman Foraid started out8 ,years
ago he included physician services but not'surgical services.,
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Mr., ScUQarTJAxD. Rihj;

you~ get OA5 icng Vu' it our t
Senator Ano~ £ $U tl 1 0 Mr 6u~ttf,oa ~ nt

Senator fl*J s hnti icssoi ~a~ ti av~

as rapi W~ it has 'Dice I a n1; wol l pr
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I namt r areara i t dhlrin' t 4m U-1be~ moving tiel~g
thisek asu -to he atht otheD atentI il dctins

rttatpdly". ii w~it 'letp~ti~iitercr,
Sea r OG Sin' 6de'tred' 'AitAt(Theio tbl ee;r to folw:
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Senator DouoLts. The Department of H1ealth, Education, and Wel-
fare may have donor its job but most of the States, being in diflicilt
financiaI straits, have not been able'to extend it to any apprecablh
number of persons; isn't that true, except in five States I

Senator AxpEnsoN. They haven't done a great sob. I know in my
own Stite th6 battle of the budgt is on ever year. This year they
had extra assets and they put n $700,000 for Kerr-Mills and somebody
wrote me and said: " e don't understand this. The people froom
Health, Edution, and Welfare are pushing us to pht in Kerr-Mills.
Are thoy doublecrosi1g you with your Will "

I wrote back aiis id. No, I would be glad to see hiem iniplement
Kerr-Mills there is no quarrel about'it.." But I was glad to see the
people of HEW were pushing that ii my State at least.

It is true budgets are difficult in many States. They do caUse some
problems. States would like to go ahead but sometimes don't find the
funds to do it.. .

Senator Lowo. Any, further questions.
Senator D6UOLAS, In my State, as I remember it, we have a little

ove' a million persons over the age of 65 and the number on Kerr-
Mills ina given month is seldom a prciably over a thousand. SO this
would.be one-tenth of I percent. N1owt it is true that the cumulative
number; of cu rse, those over a peiod of iiie is greater, as I Uider-
stand it, something like percent, but the percentage of those on old
age assistance bei'n' helpedis low. , I I I .

Senator Lose. T9ankyou so mU , r. Schottland.
The next witness wilI be Mr. Irvin' P. Schloss, of the American

Foundation for the Blind.

STATEMENT OF IRVIN P. SOHLOSS, LEGISLATIVE ANALYST,
AMERICAN FOUNDATION FOR THE BLIND

Mr. SOixLoss, I have Submitted a written statement arid I woul

a iate having it included in the record. I will then summarize it,IfImay. "

Senator ANDERSON. Without objection it will 1 ineiided in full in
the record.

Mr. SOiiwss. In endorsing the provisions of H.R. 0075, 1 am speak-
ing for the American Foundation for the Blind the national volun-
tary research atid consultant agency in the field, and the American
Ass6cia'tion of Workers for the Blind which isa national professional
association of workers in all aspects of services to blind persons.

Both of these organizations had supported efforts since 1059 to pro-
vide through the social insurance system for health care services to
persons 65 and over..

We were therefore very pleased to see the proposed title XVIII
of this bill and hope that it will be favorably'acted upon by this coin-
mittee.

We were also pleased to see the inclusion of the proposed title XIX,
te new medical assistance program for the medically needy. Wqbe-
lievethis will be a very vital supplement to the title 2XVIII provisions.

In connection with the health care ProVisions under title XVIII,
we believe that the needs of disability insurance beneflciries are algo
ace, arid would recommend tbo the' cominit.tetlhat they give serious
consideration' t'oincliidingthenas'vell as persons over "5.

852



SOCIAL SECURITY

With regard to the maternal andclild health aind crippled children's
programs as amended in H.R. 6075, we were pleased to 4ee inclusion of
that as well. t

However we would sincerely urge the committee to strengtlien the
program o services for crippled children substantially inore than is
provided for within this bIL Specifically we would like to recoi-
wmend that section 202 of H.R. 6675 be stricken and'that the proposed
amendment we have attached to our written statement be substituted.

These amendments would do the following: They Would change the
namoof the program from services for crippled children to services
for children with physical or mental inipairments as a means of more
accurately describing the true intent and Scope o the program.

They would substantially improve the financing.mechanism, so that
comprehensive health services for children with aU types of impair-
inents could be provided by tle States; and they would strengthen the
State plan requirements for this program, so there would be an assur-
ance that these comprehensive services would be provided to all types
of impaired children.
Tie term "services for crippled children" we believe has become

obsolete. Originally, the program was orthopedlically oriented. 'Over
the year it has begun to serve children withother than orthopedic dis-
abiltis, but this is still on a very spotty basis. There is extensive
variation fromState to State.

For ,xapinpbl, with regard to'eye conditions, only 25 States serve
Children with congenital cataracts; 10 States serve children for refrac-
tive errors; 27 States serve children for strabismus, a condition com-
nionly called crossed eyes which will result in substantial loss of
vision in the affected eye if it is not treated rlier' and 81 State serve
children for other types of eye diseases. These uresI am quoting
from are 1962 statistics prepared by the C children is Bureau, and they
are the most recent available to us.

If we were to analyze State-by-State figures for these same four
categories, we could find even more extensive variation in detail,

Fr example, in some States there will be one or two children treated
for iome of these conditions. In other States *there will be several
hunriled. So we know that the children in States that only treat a
few or none at all'do not neglect, so to speak, the children because they
do not exist but for other factors; namely, th limiting definition of
the term "crippled," ehich oven to prossional people still means
orthopedio dis iility, ats well as lack of adequate financing for the
lprogrnm. .+:

) have taken the liberty in my original statement of .xtractinagtables from the Children's Buiavu statistics !of ,tato from wlh6ch
tia mnmj6b of the committeo'come to illustrate thispvoint. Xn most
of the States services are very low to these cldren, with the exception
oi Kentucky andNew, Mexico.

The 'inancing amendment we are prQpsing woul1 fMuice this pro4
gram in a way comparable to te 'Pubilo, assistance titles under the
giocial Ce rity Act, and it is actually, virtually identical to the pro-
posed title XIXfinancig method forth medical assmstan program.

It would proyide for, a, variable formula based on, pr capital incme
whicer caita income Sta tes .whlaicink Afid t!o" lowest Mates of 81q percent financing.' 5i'cnt
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I mould, like.to emphasize, too that not only a L problemsre ru6 bf , corebra; paisM''.--ft'reg ' f Aeg wi he NLIIW aii 6 i's t re v1slor4 o " - " yjvin M14ft er 'This1Mj*irid-,hoa - d'Oth"'di''i 1iA9,'c6!nd1tiofi§-' k.9#0V isi a4 Ltive program, one designed to proven Mbilitrim, , y,.Q , Pre!ver ttdf
as wew'a's' t,6 "' 2 ' 11 ' ' 'ed' 0' ' m it ig'ate t' h dlsablhig, -effects of 8om of
theie

em'' r a 6 Oi 6 d iAiiides i6rB'" "a' certain. eye c6nditiong'11 ift 6W&in ear y c i -vill fdsWt in substantial losswhkli I -I MR66d'an iii the- affectOd! 6yes.of V18161i Aftud ly"W'68,poiOd MR
hilidN616gi for, citohink- poffi,6 of

these ofiditidn §Ahd 'fiiaffiid th6m to preventfh6 di§Ability -of :bl d
n ssisbetweeii'6ihoptb 'A*h 4yOaf6.

copgonit-41-g"'16U6 I om6; for dimp%, e6uld' d Aii!o§t*d early child
hokd'ixid' Miii, children, -from, gbiligAlirdu g-h ? life as, in. I persons
liavinir.*t6"i ;" diie Lted.'as blind- pbrsbns, tredfimir'lltiddHh' widl
tollabi'lit ii6ii"p'rograinand'b4S* ' 4468tedf6bra-ein yi4ht'asiVell;ese e I kiam"In "effect * nost, of L th'' '''are, & ro'' s;,an even
tb6iigh, tho Y ebhiiflam, I 'Of ft'afiding- wd are sif gg'estWg hete- -vi&tla j '
pear to be initially exp"ens ve, in.the 19;ig run, aside.1ro'm'' tb!6 hiiifiahi.Ir'ihn'V41U' *t'' "' Id actual)''' t :-1. 6id _66fi *ing iii&ieytit es, I wou Y .M, comical b7 sa
iii th sebthei fedeially'dssigt6d pf6kkb,4is.

Asldf 'tfg the 6 n' Vbu rlo,''Shiffi6ndinlhe ftwphifi- i on s- -Ar e , c c 91 r quire; t at t , Tjo.i 41CALe 6f'th&e',' 6ald b e*t e h'' ' h-
gram be in effect 'in all political subdi ilskng'bf 'a,- StO6."' Thig Is not

'Ahow th6case. I Afi6ther WoUl I be tha, the-State. itgency sei!Vifig' blind
person b6 authMied to' adm ihist6r. that'PArt lof tWSW6 - lfifi 4-ff ekt
ing vis'lion"disabiMy and tha"t, th6 'State' meht-0 aff en ey bd'
auth6rized't;6 -Adm ifii4er that :, 4rt 61; th6 St,06 p'lan ikffe 6't1ii g- n16AtAl
oremotionfilpr6blems. -Apd&611ft1'p4hft* g.on-66fthe'ta6dimporWitwould," quire t. an N ''re hittAM: $tatoPl - i&lu e, a pri it N- to'., iv6Orly sy em. -'g
t'op,'Pii-6tit "t'o'tr-eatiia'en' t'6t 6n-ditf0'K9'Whieh'qa n') rbv6nt'ser16US'd%-whie b "miti tedability if treated and to disabling conditioiIs, 'cai i a
if _t*ited ea rfly.'

W6 believ9Ah1§! "pro' ram is jus too iMp6rtantt6'be iffideiffil'anked
isit'h b historicrii

W6 'W6uiT hdpe'thv1;X e'6bm'mHte6 would'se'dept the Ainefidmeints we
areptoposing. Th6y hive the support' ifieidentfilly of the six -majorhational'orgaii iiati6nd -6 o iEhd in 1hi "f aiid'forth
tion'to'the Ainetidah''FoufidAtion- f6i'tho''BE'id'and A M'ekkan"Asso'cititio nof.Woikeriifor'th'eBli'ndth! -ite s' tupp or (A b 1 6'Ameri&h&tb, OfInstrdetb, ofAssooi' n rs th6-B1ffid!the-Km6 c n, ouii6i 1,0,4,the
Blind, the Blinded Veterans' Association', and the National Feddiitioh
,of the Blind.-

With, reward' to'the title: tit pro*Wong, of the b we wb4ld, likki to
re mffiend th the comnditte6, that theY -inldlfido the provisio 1, S.
1787 As an an'iefidment to title III Of H.R. 6676#

vou know, these provisions were passed b the Senate diil g-flid4 -last'Congress-in the s6dats Wurity-bill tbiAt.died ifilc'o-nf6t nce., The
effect would -ba'to 0.6rinit'blindpersiDn's with'it'le"ast six'qiiafters of
coverage to e6ntihu6 i eoiving disability imu dnce cash b6fiieftt with-
out regard'to; sibility'to dngag6 hi sub§tatitial gaihfhl"*ac'ti'i

rnii last-:Phrate -is Part of 'the current dffihifibii bf 1121sa bil'ity.11It''is, adminider6d ix ' t v es e Ina way, that ' ' 0i '' ' pnsid ' rabl _ " _,Stit to to
State so that"ability,16 engagee in substififial -gaififfil. d6fivitkcou
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conceivably mean earnings as low as-$600 or anywhere' from $600 a
year up to a maximum of $1)200 a year. Thus aJ disability insurance

eneficiary who d0oe W6oifi rehabi itated!eojild Conceivably actually
lose cash in terms of having. nuch lw6er eailngs than his .disability
insurance benefits would be..

Webelieve that this would make the! disability insurance program
as far:as blind peis§6iire €oncerned similar f6 the :faythatthe dis-
ability compensation program for,,yefrans works anid, mn act, srve
as an incentive to rehabiltation rather than as a deterrent to
rehabilitation.

Three.organizations have'authorized me to -indicate their suport
'for the inclusion of S. 178-tie American Foundationf6'r the lnd,
the American Association of Workers for the Ilind, and the'Blinded
Veterans' Association.-

In -conclusion, we believe that enactment 'of H.R. 667h with the
amendments which we have, propp ., would SObv.tntially" mprove
the health and well-being .of our., senior citizens, of, .edically needy
individuals of all'ages, of disabled children, and of disabled adults.
..Thankyou.. '.

(The'prepared-statemeniof 1r. Schloss folowi.1)"
STATEMENT Or, IRVIN- P. SOHLOBB, LEOxsLATivz ANALYST, Ai[EROAN FOUNDATION

FOB TItE81*IND

Mr.: Chairman', and members of the conumittee,j -'sincerely appreciate, this
opportunity to appear before you In support of H,IL 0675, the SocialSecurity
Amendments of, 1905. . ' ..
* In endorsing this bill, I am. presenting the views of the American loumdation
for the Blind, the national ,voluntary research and consultant organization in the
field of services to blind persons, and the American Association of Workers for
the Blind, the, national association of professional workers in all aspects of serv-
Ices to blind persons. -
11Both of these national organizations have supported.etoria since 1959 to enact

a program of health care for the aged under our social lnjiurance system. ,, We
are, therefore, delighted with the action of the House of Representatives in pro-
viding, for the establishment of such a program under proposed title XVIII of
the Social Security Acti -In view, of the fact that blindness in the United States
is increasingly a 4sabling condition. among. older-, persons, ,with 'more than half
of the estimated 400,000 blind persons in this country being 05 years of age and
over, this proposed legislation will be particularly valuable to a substantial
number of these individualsejn helping them to meet the cost ofsight restoration
surgery and other necessary health services.

In addition, the' new medical assistance program provided'under proposed
title IX -of the Social' Security 'Act will be especially helpful to those needy
blind persons who do not qualify for health care benefits under title XVIII.
Both of'the organizations I am representing heartily endorse this program ap
well.

We deeply regret that H.R. 6675 as passed by the House of Representatives
did not Include disability insurance beneficiaries for health care benefits under
proposed title XVIII of the Social Security Act. We-believe that the need of
this group for adequate health care services is as acute as It Is for aged benefi-
ciaries and hope that the committee will remedy this situation.

We heartily endorse the improvements made by this bill In the maternal and
child health and crippled children's programs under title V of the Social Se-
curity Act. ' However, we do not believe that the program ot services for crip.
pled children is strengthened enough by this bill to meet the actual need.
Therefore, we strongly urge the committee to strike out the provisions of section
202 of H.R. 6875 and substitute the attached amendments.

These amendments are designed to make urgently needed improvements in
what is now cipled services for crippled children under part It of title V of the
Social Security Act. These amendments wbud:'

S1. Change the name of the program to "services for ehild'n with Pbysical
o r entat*limpainnents" to more accurately reflect the broad range of condi-
tions to be treated.
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2. Improve the Federal-State financing arrangements to make it possible
for increased numbers of children with a variety of seriously disabling con.
ditions to be served.,

3., Strengthen StatA plan requirements to assure more adequate services.
As you know, the original emphasis in this program was treatment of children

with orthopedic disabilities. Hence, the -name "services for crippled children"
was an appropriate one. Over the years, however, other types of handicapping
conditions were included Within' the scope of the program. These conditions in.
clude .epilepsy, congpnttal malformatons, impaired vision, impaired hearing,
cereb al palsy, tnd mental retardation.

Unfortunately, there is wide ;variaton between' the States in the conditions
treated ac'dbding to the definition of !'crippled" used by them. To both pro-
fessional and lay persons, the term "crippled" still refers to an orthopedic die.
ability., We firmly believe that changing the name of the program in accordance
with our recommendation will give the program substantially better visibility to
'the parents of children who should be served by it afid result in Increased State
financial support as Well.

We should like to cite some statistics compiled by the Children's Bureau for
,the year 102-the most recent available to us-to illustrate the extreme varia-
tion, in serirlces for eye conditions. The same variation exists for many other
conditions,, including impaired hearing and cerebral palsy.* Only 715 6hildrien in
25 States were treated for congenital catarats. Only-6,224 children in 16 States
were treated for refractive errors. ..Only 12,400 children in 27 States Were treated
for strabismus (crossed eyes), a condition which is usually readily correctible but
which Inevitably results in serious lo$s of vision if not corrected ih time. A total
of 4,006 children, in 31 States were'treat ed for other diseases of the eye that
y ea r. . .. .. . . .. , ' . . . ... ....e .

The total number of 6tidr~n'treated *foreyd conditions in 1062 was23,405, or
6,1 percent of the total number ofchildien treated that year for all types of con-
dlitlons. For cerebral palsy, the figure is 8.1 percent; and for diseases of the ear
an l mastoid processes, the figure Is 6.7 percent. ,

These figures do not mean that the remaining States did not have children with
these specific conditionA Who were eligible' for service. iRather, they mean that
the States which did not treat for these conditions do' not cover them at nll in
their programs..' A further analysis of these figures on a State-by-State basis will
indicate that in many States only one or 'tWo children weretreated for these con-
ditions,. Again the reason is not lack of additional children eligible for treatment
for these conditions but lack of adequate casefinding coupled with lack of ade-
quate financing.I have taken the liberty of preparing a table listing the States of members of
the committee and the number of children treated in them for these same'condl-
tions -in -1962. I believe that this table will illustrate in dramatic fashion the
need for changing the name, improving the financing, and making State plan re-
quirements stricter.

Number of cMildren receiving phyt8iofans' 8ervice8

Congenital Refractive Strabismus Otherdiseases
cataracts errors of the OyQ

Arkansas- ................................. 0 0 0 0
Connecticut ............................... . 0 0 2 1
Delaware ....................... .......... 0 0 0 0
Florida ...............................-. . 0 '' 1 2 4
Georgia ..........................--------- 2 2 1 4
Illinois ------------- .0 0 4 11
Indiana ............. ............ -------------- 0 2 0
Kansas ....................................... 4 0 I 0
Kentucky; ................................... s18 61 200 140
t an ....................... .... .0 0 0 51

Minnesota ....................--- ---- .-.--- 0 0 ' 1
Nebraska ................................. 0 0 1 2
New Mexico ................................... 10 8g8 257 181
Tennessee .................................. 2 0 2 10
Utah ....--..................................... 2 5 18 10
Virginia ........................................ 0 0 0 0

There can be no question that this program needs substantial extension and
improvement. The amendments we are suggesting would provide the means for
accomplishing this needed strengthening within a relatively short period of time.
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With more adequate Federal financial support, with authorization fox a special-
Ized State agency to serv6 the group it know"i best; and with a proper system of
priorities, based on the handicapping effects of. acondition, no chlid need be
deprived of services Which Would assist hi'Mntoleadinmore normal life as a result
of prevention or: corectloh of a handicapping condition'.

Stibsection (a) of the aniendments Would alter the Dankeof the progratn from
"Servie.o to* crippled chlldreV', to,"Servlces for children th" pyilictl or
niental'IM)pa ments.", As we 1'dlchted earlier, the pus of this chMinge I to
clarify the pitpose and scdp ot"th program In- seIng children With^ nonortho-
pedic disablities'as well as those with iorthopedte disabilities '

Subsectn L (b) of the amendments .supplants exlsti ',sectioh 511 of th' Social
Security Act with'a' new section 511; Mithorliziingedera1 hprVilatioiAS ade-
quate to meet all matching funds the States Are willing to devote to thls program.
Subsection (c) of'the amendments suppIats existing sectio, 5I24ith a- new
section 512 concerning allotments to 4the' Sttes. The new s~ctlon 512 also sup-
plants existing section 514 of the act relating to the method of Pnyrnents toS t a t e s . " : ..

The, proposed sections 511 and 512 covering flnaneig of the program are
similar to the Federal-State financing system used 'n titles I, IV, x, xXtV, and
XVI Of the Social Security At -Ahd virtually Identidal to th6 method and fokmula
conta ed' in Proposed title XX in 'Hi...6075. -_'The foi'ula, is based" on4 per
capita income of the Stdtes; and undettte- ovslbns Ofthinameidnejt, the
poorer States would -receive as hig4m qs 83 percent Federal nmithink for thisessential program while the highest ,rat ta incone States would recelv 150
percent Federal maitcbing i  In addiioal States would reeeivea Federal'share
of 75 pe~rent for medical'administrat(ve and 'supportive services, 60'percent for
general -dministratlve" services, and'75 percent for trainingof'thI highly special.
lized person nnelneeded intheprogran. highly speia-One of the factors'which has kept'this vital jlrogranx Crdm expanding as it
should and servingchildren with all tyjtS 'of disabilities oi a conp'eh~n~ive
basis has heen the ceiling on apprqprlat iie,' As a -esult of this' restrict0i of
funds, chldren. with vision impairm nts for ea'mte, have nbt bee 'able to
get needed treatment to prevent the 'seriouis'disbility of blridnes. As a coji.sequne, they have had 0to be educated as blind pe-so'As, traled for a ' ob as
blind persons, helped to find employment Oas bld persons. In nfany instances,
these individuals have become' jpbliO assistance recipients. All of these pro.
grams, and many ancillary ones desgied- to assist our country's5 blind people,have in fat cost the taxpayers Iiny timeS what adequate preventive serv ces
under part 2 of title V would have costin the first place.

The improved FederAl-State matching f6irmuld And financing system provided
for In this' anien dment should have beeii included in this program when the So-
cial Security Act was first enacted th 109, Just as it Was fok the public assistance
programs. We sincerely hope that the committee will correct this longstanding
oversight.

Subsection (d) of the amendments amends section 513(a) 'to strengthen the
State plan provilsions. Among the changes made i the State plan requirements
is that the program must be in effect In all political subdivisions of a State.
Originally, the emphasis in this program was In rural areas. However, the
changing population'pattern' requires that we serve'm6re adfLetlately children In
urban areas, particularly those from low-income families, where the prevalence of
disabilities seem sto be greater.

Another important change requires State plans to establtsh a Asyem of prio-,
ritles for treatment, so that conditions which may worsen into svei it handiV
capping disabilities will be asAU46d'.of early adequate treatment. he example
I cited earlier about types of,'visUal'impairment which van) worsen into blindness
if untreated will illustrate the value of tis prorision. At present, impaired
vision and impaired hearing are aiOng the conditions which are not receiving
adequate and early treatment' as a general rule in this p'ogran.

Another change in the State 'plan provisions would make it possible f.r th"
State agency serving bliO persohs and the Staite mental -health agency to be
designated to adininister those prt'of the plan affecting 6iftdren" with vision
problems and children with emotiOnhl or mental impairknefita respectively. ''The
existing provision is'interpieted to require that a sIngle Ste agency administer
the program in a. given State. 'In some States, this Is the State health agency, in
some the welfare department, in others a separate cripplekd children's Agency, in
some the State university. Thus, the agehey best equipped to . handle some of
the specific disabilities involved does not receive Federal funds for this purpose.
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hi sthe in nadequa service forthe visually impaired in some
States or ig o service at all in others. ."

The uso. 6f 64e te agency to admnister part of a Fedbral-State cooperative
program is not a new concept. t already exists in the public assistance program
under the OctAl1 Security Act . With' fo'r 'State ageqcled for the blind administer-
Ing aid to thobelnd inder titles Xi and!XVI.: hlmllrly, 88 Ot'te agencle for the
blind administer the pa'', 9f tU6' State plaii affecting blind persons uibder the
Vocetlonal lRebabilitAtion Act.' In both p4,grams, this separate administration
his worked efficiently and effectively. ach State should bave the privilege of
designating the administrative structure which best suits its own. needs in a
roeralState cooperative program without'being ' restricted by the Federal law
from doing so,

Siubsecti4bn (f),f the adm~ndmneitS are proposing merely adds anew sec.
toD 515 6 the Social Security Act for 'tbpurp ose of defining how "the Federal
impaired chiidren'e Percentage" used'in'ib fiiAtncing formula Is derived.

We sincerely hope that these proposed aniendments to l irt 2 of title V of the
Sociqi Security Act will be accepted by. the committee and approved by the
Cd'ngrS. They bave the "unanim&ts support 0f the major national organlza.
tone of and for the blnd,-the Amnerican Assolal-n of Instructorp of the Blind,
4meickn Association of Worker for the Blind, -Anerican Council of the BlInd,
American Foundation" for theBlind, Blinded Veterans Association" and National
Federation of the Blind.

The program these amendments would ekpanded and improve iS one W*ose

validity'and lgnifian-ce has too long ben undervalued from the statidpoint of
Federal financial assistance,, A program deegned to prevent or c~rrct physical
or mental 'hndicalpin children deserves the best support' possible from every'

level of goernmept -in th'e United' States.. Enactment of these amendments
into law will assre tho ehildrqn: who need this service of a chance to minimize
handicapping-disabilities and lead nore normal lives.

Wewould also Iike to urge the' committee to amend titl II of 40fR. 667h
concerning the disability insurance prbgrn under title'I of the Social Security
Act to incorporate the provisions orS. 1787. These amendments'would' make itpossi!ile for bittd persons with at least six quarters of, covered employment to
beco0ie eligible for disability insurance caSh benefits without regard to their
ability to engage in substantial gainful activity. in effect, these, amendments
wovild make the disability insurance program similar to the disability cornpensa-
tion Program for veterans by basing the ' award 9f cash benefitS on a medical
determination that blindness exists, with the presumption that the condition cur-
tail4 opportunities for employment and is a serious handicap in other than
economic ways. The actual amount of cash benefits in the disability insurance
program will, of course, vary with the lumber of quarters o f covered employmentand the amout of earnings

The American Association of Workers for the Blnd, American foundation for
the Blind, and Blinded Veterans Association have authorized me to indicate
their support for inclusion of the pr1isionsoif S.' 1787. Other organizations
mentioned earlier as SUpporting the changes we are commending in the crippled
children's program will be represented at these hearing by other spokesmen in
supporting inclusion of the provisions of 8. 1787 In H.R. 075.

Enactment of these provisions into law will definitely serve to spur the reha-bilitatti of blind persons. By providing blind irsons with an economic floor
from which cooperate in reabiitatng themselves, the Congres will give them an
opportunity experiment with of thout th risk of losing their
benefits should they fail in one endeavor and find it necessary to try something
else. The present law on the other hand serves'asa deterrent to rehabliton ;
for there is no incentive to experiment when the blind person has to risk losing
the security' of his cash benefits 'when lie accepts employment wh!ch may provide
an income substantially smaller thian his cash benefit. As you know, the term"ability to engage in substantial gainful activity in' the present definition of
disability is vaobousl interpreted across the cuntpy, so that the individual who
earns anywhere fro $600 up to $1,200 a year after rehabilitation will no longer
be qualified tb receive cash eaiefotS. Since his cash benefits could easily have ben
double hi earned income, the' reSent detliltition'f'disablity works a hardship
on the disabled individual and his family ii the name of rehabilitation.

We know from the experience of World Wa ' II and Korean conflict blinded
veterans--approximately 60 percent of whom aregainfully entpoyed, taxpaying
citizens-that the floor of financial security provided byat eir disability compen-
Sationhas been an incentive rather than a deterrent to rehabilitation w e an
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predict that the same will be true of blind disability insurance beneficiaries under
social security.In conclusion, we should like to respectfully urge the Committee on Finance
to act favorably on H.& 6675 with the amendments we have recommended. It is
an excellent measure which will make a major contribution to the health and
well-being of our senior citizens, needy persons of all ages, disabled children,
and disabled adults.

PROPOSD AMENDMENT TO SEMON 202 OF H.E 6815
Section 202' of H.R. 6675 is amended t0 read as follows:

Improvements in crippled ohildren's #ervi8e
SEo. 202. (a) The heading of part 2 of title V of the Social Security Act is

amended by striking out "Services for CrippledOhildren" and Inserting in 1iu
thereof "Services for Children With Physical or Mental Impairments".

(b) Section 511 of the Social Security Act is amended to read as follows:
"Approprttfon

"1Sw. 511. For the purpose of enabling each Statq to extend and Improve serv-
ices for -locating physically or- mentally. impaired, children -and for providing
medical, surgical, corrective, and other services,, care, and facilities for diagnosis,
hospitalization, and, aftercare for children who. are physically or mentally im-
paired, or who are suffering from conditions which may lead to physical or mental
impairment, there is hereby authorized to be appropriated for each fiscal year a
sum sufficient to carry: out the purposes of this part., The sums made available
under this section shall be used for making payments to States which have sub-
mitted, and had-approved bythe Secretary of Health; Education; and Welfare,
State plans for services, for children with physical or mental impairments."

(c) Section 512 of the Social Security Actie amended to read as follows:
"Payment to Sttates,

"SE0. 512. (a) From the sums appropriated therefor, the Secretary (exCept as
otherwise provi4ed in is section) shall pay to each State which has a plan
approved under this part, for each quarter, beginning with the quart r commenc-
ing January , 1068- ", i , I ' .

"(1) an amount equal 'to the'Federal Impaired children's percentage (as
* defined in section 515) oftthe total amount expended during such quarter as

services for children with physical or mental impairments under the State
plan; plus I . "1.1. .!

" (2) an amount equal, to, 75 per eentwfi of so much of 'theesuni expended
during such qt artak (as found necessary by the SecretItr for the. proper
and efficient admiination oftthe State plan) as are 4ttrlbgtable to com-

eligiblefor, series fol nchile Wi p hyialOronalipar

sensation of skilled profeson pesonne l, and Wagpdiriy rup-
porting such personnel, of the $tate agency (orofthe local agency admin
Watering the State plan in the political subdivision) ; plus

")an amount equaln-to the sum of the following. proortions of the
total amounts expended during such quarter as found necessary by the
Secretary-for the proper and 'efficientadmini~tratIon of the State plan-

t(A)- 75 per centun of somuch of .such expend tures as are for-
t s () -services specified by the Serebary, to Individua who are

applicants for or recipients of, or who qae been. detrmined to be
elagbe for., services fog. children With physical 'Or. mental impair-
ments under the 6 State plan, hich are fuases p ovided In so
much of .8ection 3(a) (4oa follows subparagraph (0) thereof, or6"(ii)"the training of personnel employed or preparing for em-
ployment :by the State agency or by the local agency, administe ring
the plani i the political subdivision ; plus

"(B) One-of the remainder of suh expenditures
M (b (1), P4riortothe,beginning of each quarter,, the Secretary shall estimate

the amount to which a State will be entitled. under subsection (a) for such
quarter,- such estmates to be base# on (A). a reportfiled by the State containing
Its estimate of the total sum to- be- expended n u -uarter In "acc6rd ce with
the provisions of such "subsection, and stating the amount appropriated or made
available by. the State and its political subdlivio'for such expenditures In
such quarter, a.nd Ift such, amount In less- thaii'the -State'sl proportionate share
of the total wai~n of such estimated expenditures, the source or sources from
which the difference Is expected to be derived, and (B3) such other investiga-
tion as the Secretary may find necessary.

47-140--Oti--pt. 2-22



860 SOCIAL SECURITY

"(2) Tho Secretary shall then pay to the State, in such installments as he
may determine, the amount so estimated, re uted or increased to th6 extent
of any overpayment or underpayment which the Secretary determines was Inade
under this sectio0i to sUch State for any prior quarter and with respect to which
adJustmen6t has not already been made %in'der'this subsection.

"(3) ,The pro rata share to Which the United States is equitably entitled,
as determined by the Secretary, of the net amount reCovered during'any quarter
by the State or any political subdivision thereof with respect to services for
children with physical or mental Impairments furnished under the State plan
shall be considered an overpayment to be'adjusted under this subsection.

"(4) Upon the making of gny estimate by the Secretary under this subsection,
any appropriations available for payments *under this section shall be deemed
obligated.

"(c) The Secretary shall not make payments under the preceding provisions
of this action to any State unless the State inakes a satisfactory showing that
it is making efforts in the, direction of brou.dening the scope of the: care and
services made available under the plan and In the direction of liberalizing the
eligibility requirements for services for children with physical or mental Im-
pairments, with a view toward furnishing by July 1, 1970, comprehensive care
and services to substantially all Individuals who meet the plan's eligibility
standards, including services to enable such individuals to attain or retain self-
care."

(d) Section 513(a) of the Social Security Act Is amended to read as follows:
"(a) A State plan for services for children with physical or mental Impair,

ments must---
"(1) provide for financial participation by the State;
"(2) provide that it shall be in effect In all political subdivisions of the

State, and, if administered by them, be mandatory upon them;
"(3) provide for the administration of the plan by a State agency or the

supervision of the administration of the plan 'by a State agency, except
that the State agency serving blind persons may be designated as the State
agency administering or supervising the administration of that part of the
-State plan affecting services for children with visual Impairments, and ex-
cept that the State mental health agency may be designated as the State
agency administering or supervising the administration of that part of the
State plan affecting services for children with mental or emotional im-
pairments;

"(4) provide such methods of administration (including, after January
1, 1940, methods relating to the establishment and maintenance of personnel
'tandards on a merit basis, except that the Secretary shall exercise no
uthority with respect to the selection, tenure of office, and compensation of

any individual employed In accordance with such methods) as are necessary
for the proper and efficient operation of the plan;

"(5) provide that the State agency will make such reports, in such form
and containing such Information, as the Secretary may from time to time
require, and comply with such provisions as he may from time to time find
necessary to assure the correctness and verification of such reports;

"(6) provide for carrying out the purposes specified in section 511, in-
eluding provisions that priority be given to treatment of conditions which
may lead to severe physical or mental disability If untreated and to existing
conditions of severe physical or mental disability which may be mitigated
through adequate treatment;

"(7) provide for cooperation with medical, health, nursing, and welfare
groups and organizations and with any agency in such State charged with
administering State laws providing for vocational rehabilitation of the
handicapped;

"(8) provide that all individuals Wishing to make application for services
for children with physical or mental impairments under the plan shall have
opportunity to do so, and that such assistance shall be furnished with rea-
sonable promptness to all eligible individuals who reside in the State; and

"(9) provide for granting an opportunity for a fair hearing before the
State agency to any individual whose claim for services for children with
physical or mental Impairments under the plan is denied or Is not acted upon
with reasonable promptness."

(e) Section 514 of the Social Security Act is repealed and section 515 of
such Act is redesignated as section 514; and the section so redesignated as
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section 514 is amended by striking out "services for crippled children" and
inserting in lieu thereof "services for children with physical or mental impair-
ments".

(f) Part 2 of title V of the Social Security Act, as amended by the preceding
provisions of this Act, is further amended by adding At the end thereof the
following new section:

"Definition
"SEe. 516. The term "Federal 'impaired children's percentage' for any' State

shall be 100 per centum less the State percentage; and the State percentage shall
be that percentage which bears the same ratio to 45 per centum as the square
of the per capita income of such State bears to the square of the per capita in-
come of the continental United States (including Alaska) and Hawaii 1 except
that (I) the Federal impaired children's percentage shall in no'case be less
than 50 per centum or more than 83 per centum, and (ii) the Federal impaired
children's percentage for Puerto Rico, the Virgin Islands, and Guam shall be
55 per centum. The Federal impaired children's percentage for any State
shall be determined and promulgated in accordance with the provisions of sub-
paragraph (B) of section 1101(a) (8).; exceptt that Secretary shall promulgate
such percentage as soon as possible after the enactment of' this part, Nohich
promulgation shall be conclusive for each of the six quartets in the period
beginning January 1, 1966, and ending with the close of June 30, 1967,"

Senator AINDERSONi. Thank you, Mfr. Schloss.
Senator Douglas?
Senator DOUGLAS. No questions.
Senator CURTIS. I want to say I appreciate the opportunity of

hearing your testimony. In reference to the permanently and totally
disabled within the definition of the Social Security Act, a blind person
is not such per se, is he?

Mr. SCHLOSS. Not as far as cash disability insurance benefits are
concerned.

Senator CURTIS. Are all of them excluded or does it depend on the
circumstance and condition?

M'. SCHLOSS. As far as cash benefits are concerned, if a blind in-
dividual has earnings which could range anywhere from $600 to
$1,200 a year, as I indicated, he may be excluded front entitlement to
cash benefits.

Senator CunTIs. Perhaps I didn't' state my question correctly.
Would the disability of 11lhndness alone entile a person to a rating of
totally and permanently disabled so far as the Social Security Act
is concerned m
Mr, ScHLOSS. At the present time ?
Senator CURTS. Yes.
Mr. ScuLOss. No, sir.
Senator CURTIS. It would not?
Mr. SOHLOSS. No, sir.
Senator CURTIs. It would have to be accompanied by other dis-

abilities? -
Mr. SCuLoss. No. lie would have to be unable to engage in substan-

tial gainful activity.
Senator CURTIS. Yes.
What I am getting at is this: Are there people whose main and

perhaps only identifiable disability is the loss of sight, are there
some of them who wer in occupations and were in circumstances
so that this fact alone has qualified them for the disability benefits
in social security?

Mr. SOnLoss. Yes, sir; I believe there are.
Senator CURTIS. But not a great number?
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.-j r .6 j w s . d n d i ff cultYMX'.~HLO& CI dont believe that- there! are-it iwould'bedifcl_foqr me ay how, many blind people, there are on the rolls. I thinJ

tration there were somewhere around 30000 disability insurance bene
fiolaries who were blind.

$en*t*r Cuxqs.r,But those statqtics woul.WVt reveal whether Qr not-
they hadotherdisabilties?tMr. Sonw The wT woUld be the principal

flstiit. It iftqu~nto a;ln he ~t v soehering ihiparnm¢tpS r ajs oher disabilties, too, It depends on how
his blindnesseane abou, Some injuries would ertainly.cause other
disabilities' rell as blindnes-.
* Senate cu s. I thi etheblind are tobO.coimrendd tnd their
leaders ,a for the 'a compihm tiatandthe" sres thoy haO, placed
upon training, and rehabilitatln and self.reliane. I think it has been
a ver beneficial thing for.our society. -In a4diton tW that Ithink- it
has ho d a'gieat many sightles i fons to 4a6 a morew'oi'thwhil6

Thank you.
Senator Awimo. Thank you very much, 'Mr. Schloss, for your

appearance here this morning- .
Mr.SonLoss. Thank youi sir.
-8enato 'Azpnsos. -We have a brief message here front Congres.

man James Kee, Democrat, of West Virginia. .He.has submitted a
written statement for the record which he has asked to, place in the
record, preceding the oral presentation of our next ,witness, Dr. Judd
Chapman..

Without objection, that will be done.
(The statement referred to follows:)

STATEMENT OF ERpiESENTAT JAMES KEE. D oEAT oMrO WXST VIEXINA, ON

SUGOESTED AMENDMENTS TO 5R. 6875
Mr. Chairman and distinguished member of the. Committee on Finance of

the. U.S. Senate, It is a" prIvilege, tO. have this opportunity, to submit t ,your
committee this statement in support of, an amendment to the bill now under
consideration, know ais the -Social Security Aniendmente of I08 , MLR. 6675.

As you are aware, this bill was considered and passed by the o1u4e under
what i known as a closed rule, which prevented :amendments being offered
from the floor., It is my hope that your commItte .wIll favorably report an
amendment to this important legislation which *l read substantially as
follows:

"Notwithstanding any other provisions of the-8odlal Security Acbtwhotiever
payment Is authorized for services which an optometrist is licensed to perform,
the. beneficiary shall have the freedom to obtain such' services from -either a
physician skilled in diseases ofthe eye or an optometrist, whichever be, way
select."• Optometry is mentioned 'inithe bill,"but thereare' any Place whichsh0uld
be amended in order to make clear the intent of Congress ,that' bneflciaries
of the legislation who are entitled to services which could be rendered either by
a physician skilled in the diseases of the eye or by faioptometrist should be
free to choose ajny licensed member of either perOeaslon.

In a bill as volumiious as this one isi it iS difflcult--n fact,, practically im-
possible--to insert the appropriate wording in, the various places in order to
carry out the intent of Congress and afford the beneficiariesfreedom of choice;
and it is for this reason that I respectfully suggest that a short section be added
to the bill on page 296, to be known as section 409 and worded as set forth in the
beginning of my statement. I am In absolute, full, and complete agreement with
this proposed amendment. ' .1 -, ", ,, .
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West Vir~ginia Is a State of great beauty and, while the distances are not great,
travel is idifficult In many places,..We* have manyk, modre opt~met~iste, partlculttrly

l h ral areas, than we ay pbtt~iln aterit
Asscftln.At- 0_a reeiedth a' 4 m Opto ori

C~e SouthW/(JuA96OO'.thefApo Awaidthe h'ghet bonor i:his OrQfeWe14Ri And
be* ap:o 'Is ,dlxecttor of tpDepaI~teqt 'of . Jati il445rS0 t9,4eJ1A
0ptomdt1C. Ascw o~

Dr. MichaelA, ~ &t~othr Blueflelddr,- a id~ ~';t 6e~d,~Idfli
to whom I am Indebted, a scetary of the West Virginia Board of Optometric

Dr. Wp !udd- Chapma -',of/allogii*KV, 00 _me,,we~
year be, was pt Bident' ,f 1he'Am0rican Oj p etrlO 6holain ehI~

charn~&1 ~ is egslttve comiittee aijid i0t toay t~s~If!Y befoie6r oMni
tee oil, behalf of tfhe assoclatlon; expressing -their. views' *ith refekrence, to- thi

There Are, wo qtber~amandm~ens whlchL ISaO respcv$t~ reet to be in-
alce in hebill and these pertainf the author ion of Ifil for Mant for

the heath 'of chfidieb. The 16optqmetHle vroferion 9nis ndd subbtaillen
trIbutI~ns In'tbe field of'vsoncr and, I m confident that, It wag 1AioversIg&i
that the'authority proided in Hirt. 6675 omi ii In and colleges 6f vptoitetry
from this program., The encl!en e, erely theilVu4iou Of
the word -. "optometky"I'.q. 6a ~O lace In ln 5 ft1 il
and the bthet 'iacludibg the w otetrl' he 1.0 Pageo tbbu

I eel tda the difficult blem which confot e1 comifl 'HowbASr
I arntbelley: that sugeted'amendnie 'In the Pulicl ret and

I hope that following rough consideration, ese denta will, W~cued
In the billwhen report

STAThMENt ~ W., HAP

WILTAX £. 3[aOCRAOE,7

Dr. _P1An r h (lto u S Ande '
goipg~aC t71 Itk f yi
into O Mo - nyeoc4o6 lm"ot o

inl _to f ollow 't Jtientim o t
rtial areas' 6 dese h ola'i4 omnte~
Senator AwDRsox.W ho PjJ ,tee.

V. NAPMAN. ank you, air.
I ELM Pr. Judd apuzam,ja P inmg lop

Fla.,, and, imnedia .pst, p0o can Op etl

I1 have with mie, att table tl'ii mrigMr W l .Ma9

Craekoq, Jr., the %Wah counSel of the Axiieri optometri
Association..

SenatbrAxi"noirAiu a goa rien any it's.
Dr., CHiAA. Yes, sir; 1 eaiz thtit.-
Senator DOuGLAs. Avery di, g *shed ciirW'udi' Illinois, tio."

*Dr.; O "1APA., I nil'ght, -1ntout, here, that .1 wao tempte -a litt4
earie ths onigwen' e uesiofdtat I:~ nngtema~r

method, of getting riled in, Foda,'ha was not aware that ii
was exactly as, the .iie witness had indiWAed and if It ' imo tre an
going back and search it out.'

Senator AxbmIao(.' We will make no",extra charge "for that lega
instruction.,

Senatr DouLAS. I eiv Caiforniais included in there.

1
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Dr. CHAPMAN. I would like to point. out, gentlemen, that there are1' 000 practicing optometrists i the United Statei. Our association
relresetsi over130Q0 of that nufnber and has an affiliation in' .50
States plus thePilstrict of Colu mbia. We are proud a1s9 of the -450
comirnissioned 0fficers- ptonmetry officers--in the -Armyi .Navy, "and
Air Forc'e. I had the privilee yesterday afternoon oV visiting our
optometric installation at the Andrewis Air Force 3ase here in Wash.

_voud point out, too, that there are many subspecialties of my
pdfe~si'on, amonigthem being th concern we have for-thed vw sual fac.to" 0Q1highway safety. t shrl! not take the time of the.O' ittee
to relate' others of these specialties because they are included in the
printed testimony, but I would like to point out that, just as recently
as yesterday afternoon, I had occasion to attend .receptions at 'the
National Academy of Sciences where the optometri mekefiir of the
Armed Piorces Committee on Vision submitted testimony and papei,
which indicated that there needs to be great improvement in the con.
struction- and ih the design of automobiles for the purpose -of elimi-
nating certain hazards Which iate created by obstruction§ o th vision
of the drivers of these vehicles.Senator DOUGLAS. That was a hearing before the National Academy
of Sciences? .

Dr. CHAPMAN. Yes, sir.
Senator DOUGLAS. This is the foremost scientific body in the coun-tr ,, -

r.CrIP3Ar. We consider it, to be, sir; yes.

Senator DouaAs. And''they recognized optometrists as qualified
witnesses?

Dr. iHAPMVfAN. I would qiUlfy this to the degree, Senator, that this
was 'ndt a matter of testimn~ny. I think I used' that terminology.
This was an annual meeting of the Aimed Forces Comnittee on
Vision of the National Academy of Sciences. It was not a latter of
testimony.

Senator DOUGLAS. But they Admitted optometrists.
Dr. CHAPMAN. Our members are very prominent on that com-

mittee.
Senator DOGL''As. They read scientific pap-i6
D I : CnAPMikI. :Tiey read several papers ' there during this meeting.

I only .mentioned the one regarding highway safety because we are
deeply eoncernedfabout thatpirticular one..

Senator ANDERSON. Since there lhs Ibien- a pause or a break, y6it
mentioned one subject here that interests me very much. It Says a
study of visual-no, I am sorry, the' fitting of telescopic spectacles.

Dr. CIAPMAN. Yes, sir. '
Senator A14DER§I . When Winst n Churchill came over lwi~e;in

1941, Christmastime, in a speebh. to the 'Aiiirican Congress he' lad a
maruscript a yard aiay from'him, put on Illis glasses and read it per-
fectl,, standing 'vay'back moving around ,s much as he could, and
someone told me he hIad telescopic spectacles. ' pa

I, being a little over 6 feet tall, frequently gto speak at !1]aces
where the podium" is down at the waist level and 1'cah't see thdcussed
thing to save my life and I went to somebody and tried to get tele-
scopic spectacles. I was told you'didn't have such a thing.
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Dr. CliP4PJA . Senatopr. Anderson, may I comment on that and tell
you exactly What you cando t

Senator AWDERSON. Yes.
Dr. HAPUAN. t does not require telescoSpie Spectales. Those are

devices which are used f6r people who are blind and yet have, et's
I sure ! Qt tis term i01ogy right they still have sable retiial 'areasin the eye Where a laIgely mag fle' image can create sig t
* Th4 telscopic, dQvic, mrl mag nifies the, iag Io Suc a degi'ee

that iighWis permitted.
Now, what you need is th use of a trifocal lens, which is not com-

plicated at all, whicl is a vry common device used .by. optometrists
or' manys years. 18h sljis de sign ed 'with opart of Atscompo n ent

ata distance of aboiit 9.0 to l or 30iiifes awaydepending upo Where
you want to put it.

I might tell you that the Contipoll&e o the state of Florida ap-
proached me one trnie with a problem ol atte6ding conventions, and
I suspect this is pait of your problem as well. He 'was 'not: able toreacl the nime tags on various delegates nd he felt that this was not
in the best. political sense, so we adjusted a pair of trifocals for that
distance and lie could 9taild away as far as aboi*t6 feet and' read Very
easily the names of tiefittendhg delegates,"

Senator Az4ntnsow'. A4 have worn bifocaiS and trifocals but I didn't
know. you could get a pocial adjustment and read a yard away.
Di. CHAPMA . Yes. qir.
Senator ANDEiRSOX. 'Thank y.ou
I charge no extra for advideand i hope y ou" doitither. [Laughter.]
Dr. CHAPMA. No, sir; I am pleased jf there re afik'other questions

of that nature-you would like to ask'me. Just feel free', :o d so.
I Wduld also like to point out, to6, that'thi10 'optometry schools of

this Nation are all nationally accredited institnti6 hs, and to also
indicate the pride we have as a profession in the fact that -our institu-
tions are moving toward additional edud national' 'tnie. Particularly
in the. ateo6f hio, our Sch0o1 f Optometry at Ohio, State just re-itnaurateda full 6-yeai-'optometrie degree-grantig programs.

Senator DouGLAS, You have i School of optometry at Coui , doyou P " . .dd

Dr. CHAPHAN. Yes sir; at: Ohio St te inCohimbusOhii.
senator DOUoLAS. d6lum'bia, in NeW York?

, Dr. CATPMAN. I am. sorry there wa one at Columbia University
Y1ars'go butthere is no6tone thoreatthis'ti me.

I misunderstood you; I thought you were :saying Columbus, 'Ohio,
atOhio State. No, thereis notone at Columbia now.

Senator DOUoThAS. But there Used to be ?
Dr CI APMAX. Yes, sir.
We also are inaugurating a similar 6-year program at the School of

Optometry at the Jnivemity of Indiana. Plans are' Underway for
the 6ptometry school at the University of California to go' to a full
6-year program.

Over 75 percent of all Americans go to optometrists for vision care.
I wqnt to point out that there is a difference between optometric vision
care and medical vision care.

Senator ANDEns N. May I ask you n question?
D r. C H APM A . Y es, sir. .. .. .

Senator ANDERSON. I wondered about this.
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Qver 75 percent of il Americatns go to, the optometrists when they
Ukd vision c&?e. Not(5 percent of all n'Af6iians,.buttlhbs6 needing
vision care go to an optometrist.

Dr. CuAPMAN. That is correct.
BedU& e of thi differeiick An tIh6 tw6 t j"6 'f services rendered by

ie"espeifioProfessions meitifldnd, we feel ery strongly tl Atthe indi.
vidua1 6f tIis Natio: Wh& areI 'n ndof such care, should ha v th6
freedom to 'hoose which profe sioy'l.tiy popdse to utilize. - '

Congress hi shown its blea' infiit thamore 6ptOmetrit sholdbe trained to care for the visioni needs of the people of the United
States.'''as ' year, Senate bill 2180, the WilliamsRoberts bill, provided liii

thftpmetrio students and alS loans for the construction' of addi.ti dfptometrio facilities ... 'i':" ,• "i

SI would point OUt here that if H.R.I6675 is pa wit0hoit the pro.
posed freedom-df-choike amedrenet; ihich' is, proposed in my ' tigi
mony,there is every chance that these increased numbers of optem,
etrists wip not be available to the 'recipients orto those who need this
type of vision care, ; . .

The HousqWays'and Means Committee in this bill sought' to elimi.
nat, this problem by appropriate lafiguage in the present bIl.

However, there are certain sections of it where the language doesnot adeuately por-tray this fredom:-of-choice rhiethod.".

Title -f Of the bill,' fi- example, calls for a comprehensive hcaIth
care program for needy children, and optometry services in this par-
ticular program are completely overlooked.

Senator DouoiAs. What iage is covered in that statement?
Dr. CJiuiA?;.' senator, Ibelive it is on page 150 atnd'101. I believe

as I proceed with this, Senator Douglas, the specific area can be pointed
out. I think i have it. May I continue and come back to it?

Sefiator Douoars. Certainly.
Dr. CHAPMAN. Thanik you. _

Project'Head Start, having to do-with the poverty program, has
indicated. that there are over 70,000 preschool children who need
certain types of vision care and screening. Our association was the

'ery first to offer our complete coopersition in the care of these 700,000
children to the very best of our ability to do so.

Senator Douglas, referring back to your question, the pages are 147,151, andj 160., .
I wdu 1ld like to quote from a statement which has been preparedfor this committee by Senator Harrison Williams of New Jersey:
I call your attention to page 60 of the House committee's Report No. 231.

The first item on that page about conditions which interfere with the growth,
development, and education of children entering school says about 10,200,000
schoolchildren are in need of eye care. Optometrists take care of the vast ma-
Jority of vision needs of children and yet that section to be found on page 150
of the bill, which authorizes funds to take care of these needs, provides that
schools of medicine with appropriate participation by schools of dentistry should
take care of them.

Nothing is said about the schools and colleges of optometry who are best
equipped to take care of the child's vision requirements.

We, therefore, recommend, gentlemen, the following two amend-
ments to correct this inequity. That on page 150, line 14, after thn
word "dentistry" insert the words "or optometry."
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Mid on. page 151, line 12, srike out the word "both" and ilIsert

after the word medicall" the word "Optometric."
These two amendnfents would merely make ourshoo and colleges

eigible tqap1y for *,hnts iUWdei-this rogram.,
'T'here ire a number ofo'iidr'laces in tie otia SecUrity Ac0t ah&'

-nendments would, be necessary, in order to, make clear the intent of
Congress that when it comes to the,x endituresof Federal funds for
vision care' beneftciaris should be free to 'vail'the mnselVes of the 96rv-
iceS, of optometriiits i tldieyso d6§ire,But instead of attempting to correct each and eveiy one of these we
would respectfully suggest, that the following'be inserted as twection
409 6n 1ig 296i of t 61bl

Notwithstanding any other provisions of the Social Security Act, whenever
payment is authorized for services which an optometrist who is a graduate-of
an accredited'school of optometry,, is licensed! to perform, the beneficiary shall
have the freedom to obtain the services of either a physician skilled in dlseaties
of the eye or an optometrist, whichever he may select.

This amendment acds nothing to the "gr0" iu hor does it. take
from it. :,It simply recognizes the fndamental American concept
of an individual's freedom , There is io additional coverage. It pro-
vides'no additional services nor does it enlargethe Cost of t!i6 pr grani.

We believe th. pre aeA Will of the Cn0gress over the. years withrespect to providig this very necessary option to benefciaries of
Government sponsored health programs should be continued by mak-
ing this correction in the Social Security Act.I am prepared, gentlenien,to answekI any questions that you mighthave, regarding my testimony or the position of my prfessidn. in
this matter about which we feel so deeply and which we are so deeply
concerned. I thank you for the oppo- nityol having thee moments
with, you., t o .r . o

(Tie prepared statement o Dr. Chapn'n ollows :)
STATEMENT Or W. JuDD CHAPuAN, O.D.

Mr. Chairman and members of the committee, i is both a privilege and a
pleasure to', ga in appear before this committee, to present the views of the
American Op metric Association concerning the Social Security Amendments
of 1905, HIR. '6075.

As pheimmediate. past president. of the association, I am a member' of its
board 6f trustees. I am engaged in the practice of optometry.at 205 South Mon-
roe .treet, Tallahaee, Vla,. I graduated from Northern llinois College of
Opt6m6try in '1949, having previouslY atended theUniversity of Florida. Sub-
sequently I took postgraduate work in the cQiitdict lens field at the School
of Optometry, Univerilty of Houston. I am a member of the American Academy
of Optometry, American Optometric Foundation, a former president of the
Florida State Board'of Examiners in Ojitometry and hold a Reservo commis-
sion in the U.S. Air Force, Biomedical Sciences Corps (optometry).

The American Optometrlc Association Is an affiliation of State associations in
the 50 States and the District of golumbia. Our membership includes optome-
trists who are commissioned and on active duty in the Army, Navy, and Air
Force (of which there are some 450). Also, some of our members are employed
by the Federal Government in its various agencies. There are approximately
17,000 practicing optometrists In the United States, and most of that number are
members of our association.

Thestated purposes of the association are to advance, improve, and enhance
the vision care of the public; to unite optometrists; to encourage and assist in
the Improvement of the urt and science of optometry;'to elevate unceasingly the
stahidards and ethics of the profession of optometry; and to protect and defend
the inalienable right of every person to freedom of choice of practitioner.
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Optometry is a specialized field, but contains within its scope certain sub.
specialties. Among these subspecialtles are visual training, the fitting of tele.
scopic spectacles and similar devices to the near blind, contact lenses, visual
problems in aeronautics and space, the study of visual factors in highway safety,
industrial optometry, and the relations of proper lighting and similar factors
to safety, efficiency, and productivity in the factory, office, schoolroom, and the
home.

An optometrist must be a graduate of an accredited school or college of optom.
etry and must have passed the licensing examination of the board of optometry
in the State where he practices. In addition, he must conform to rules of prac.
twice prescribed by State law and his licensing authority. He becomes a member
of the American Optometric Association only through membership in his State
optometric association. In order to retain his membership he must conduct hL3
practice in accordance with optometry's code of ethics.

Optometrists take care of the vision requirements of some 90 million Ameri.
cans. Over 75 percent of all Americams go to an optometrist when they need
vision care. The remaining 25 percent go to physicians skilled in diseases of the
eye or ophthalmologists. Physicians are by statute privileged to practice optom.
etry but that does not mean that optometric vision care and medical vision care
are identical. They are in fact different. Time will not permit me to explain
the differences but because of them, the individual should be free to choose
a practitioner licensed either as a physician or as an optometrist. It is our re.
sponslbilitk to prescribe orthoptlcs, visual training or corrective lenses when we
determine that they are necessary and to supervise and instruct our patients In
their use. In order to make a complete examination and to determine the proper
prescription to improve a patient's vision, it Is required that we have the con.
fidence of our patients and that we secure their cooperation. In order to estab.
lish such a: relationship, it is essential that the patient realize that he is the one
who has selected his practitioner and is free to make a change any time he be.
lieves that it would be in his interest.

Vision is one of God's greatest gifts to man. H.R. 6675 and the committee
report together consist of 560 printed pages containing tables which are in very
fine print. One needs comfortable vision in order to read and inwardly digest
this material. While this bill provides benefits for the young and old, its pri.
mary purpose is to assist those over 65 years of age. At that point in life,
over 90 percent of our fellow citizens are in need of vision car,. which can be
pro ided by members of our profession.

Without the services which optometrists perform, most Americans would not
be able to function at their maximum productivity in our complex technolog.
local society.

In passing H.R. 8540 last year to provide loans for optometric students, Con.
gress expressed its clear intent that more optometrists be made available to
take care of the vision problems of our children, our elderly, and in fact all
tge groups. If H.R. 6075 is passed without the amendment to 'be known as
section 409 of the bill their right to use this manpower will be substantially
curtailed.

The House Ways and Means Committee sought to resolve this problem by in.
seating in the appropriate places language which they believed would allow
beneficiaries of the act the freedom to determine their choice as to the qualified
discipline to serve their vision needs.

For Instance, there is a provision in the public assistance amendments under
"Definition of Services" (see. 1905, p. 142) authorizing payment for "eyeglasses
prescribed by a physician skilled in diseases of the eye or by an optometrist,
which ever the individual may select."

Section 1902(12) (a) on page 128 provides "that In determining whether
an Individual is blind, there shall be an examination by a physician skilled in
the diseases of the eye or by an optometrist, whichever the individual may
select."

In excluding from the basic and supplementary plans (title I, sec. 1862, p. 88)
"eyeglasses, or examination for the purpose of prescribing, fitting, or changing
eyeglasses, etc.," it was clearly the intention of the House committee to exclude
all vision services which either a physician or an optometrist might render.

However, there are a number of areas in this bill where it is not clear that the
beneficiary mty chose between optometrists and physicians skilled in diseases
of the eye for services which an optometrist is licensed to perform.

Under the basic and supplementary plan, for example,'patients of physicians
can be reimtursed for examinations ending in referral for surgical or pathologi.
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cal treatment of the eye, for contact lenses, for prescribing and fitting artificial
eyes, and for orthoptlcs or visual training. Patients of optometrists, however,
would not be reimbursed for these services.

The services of physicians, dentists, nursing homes, and others are clearly
covered under the definition section on public assistance but the optomaetrists'
services are not. Eyeglasses are to be available at the States option if prescribed
by either a physician skilled in diseases of the eye or by an optometrist, but, if
they are not provided, and remedial care is not interpreted to provide opto-
metric care, physicians' services may be provided which include vision service.
Under these conditions the vision services to patients of the physician are reim-
bursed but not similar services to patients of optometrists. This can result,
and, in fact has resulted, In payments being made for physician services, in-
eluding examination of the eye, orthoptics, and visual training, while payments
are denied to optometrists who have rendered those same services.

Under the bill, an optometrist or a physician can be reimbursed for determining
whether an Individual is blind but payment for services following such determina-
tion Is left in doubt. There have been many instances where physician' have
been paid for the necessary aftercare, but optometrists, although they rendered
the same care, were denied payment.

The services of optometrists are completely overlooked under title Ii of this
bill although comprehensive health care of the needy child is mandated. This
despite the fact that our association Is now busily engaged in Project Head Start,
which plans to use optometrists in serving' the vision needs of approximately
700,000 preschool children of the poor this summer. The House committee
report indicates that. a high priority should be given to caring for the ,vsion
needs of the young beneficiaries of this title.

Sectlou 532(b) on page 150 of the bill authorizes grants for these services to
"any school of medicine (with appropriate participation by a school of den-
tistry)." This same section on page 151 provides that no project shall be
eligible "unless it includes * * * at least such screening, diagnosis, preventive
services, treatment, correction of defects, and aftercare, both medical and dental,
as may be provided for in the regulati6ns of the Secretary." The way this
section is drafted precludes the utilization of any of the authorized fund' for
projects in schools or colleges of optometry.

We therefore recommend the following two amendments to correct it:
On page 150, line 14, after the word "dentistry," insert the words "or optom-

etry."
Page 151, line 12, strike out the" word "both" and insert after the word

"medical," the word "optometric."
These two amendments would merely make our schools and colleges aligible

to apply for grants under this program.
There are a number of other places in the bill where amendments would be

necessary in order to make clear the Intent of Congress that when it coroes
to the expenditures of Federal funds for vision care, beneficiaries should be Iree
to avail themselves of the services of optometrists if they so desire, but instead
of attempting to correct each and every one of these, we would respectfully
suggest that the following be Inwerted as section 409 on page 296 of the bill:

"Notwithstanding any other provisions of the Social Seourity Act, whenever
payment Is authorized for services which an optometrist, who is a graduate
of an accredited school of optometry, Is licensed to perform, the beneficiary
shall have the freedom to obtain the services of either a physician skilled in
diseases of the eye or an optometrist, whichever he may select"

This amendment adds nothing to the program nor does it take from it. It
simply recognizes the fundamental American concept of an individual's freedom.

We believe the expressed will of the Congress, over the years with respect
to providing this very necessary option to beneficiaries of Government-sponsored
health programs, should be continued by making this correction in the Social
Security Act.

Mr. Chairman, I wish to thank you and the members of this committee
for the opoprtunity to once again speak up for the visual welfare of our Nation.
If you have any questions I will be pleased to answer them.

Senator DOUGLAS. Dr. Chapman, I know the Illinois College, the
Northern Illinois College of Optometry is regarded very highly. Let
me ask you this: Does the American Medical Assodiation recognize
optoinc try as a science?
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Dr. CHAPMAN. Senator, that is a difficult question to answer in just
one statement "Yes" or "No." Because of differenes in the methods
of attack on th3 problems of vision over the many years that my pro-
fession has been in existence a difference in'philosophy is created
differences in political opinion between my group and that of medicine.

There have been times when the science of optometry, has been
recognized by medicine, and if you place it on an individual -paeti-
tioner basis in the communities throughout this Nation, that recog-
nition, I think is sound, by and large. 1 1 .

But when it comes to a political recognition of optometry as a
science, there is definitely a question. There'hav6 boenpassed by
the house of delegates of the American Medical Assoolation resolu-
tions declaring it unethical for ine~dical practitioners to involve them-
solves with optometrists in many different ways. I wouldn't have time
to give you all of these, but certain relationships with Optometrists are
considered unethical. In thit sense you might say that organized
medicine does not recognize optometry.

Senator DoUoLAS. You speak of political relationships.: Wouldn't
the American'fedical Association sy these were scientific judgments?

,Dr. CHAPimAx. Well, I suspect that they would, Senator, yes.'
Senator DouoLAs., Do I correctly understand that optometry is pri-

marily based upon the science of optics and of vision, physical science?
Dr." CiAxAm Yes, it'is more a matter of a physical science how-

ever. It is-more a mater of 'physil6geal and psycholoW' opics.
Sena tDor DULAs. You include psychiology as fell as optics!
Dr. -CHAPMAX. And psychology as well as pathology. You see,

the first requirement of an optometr.istof today is to deterniine whetheror not this eye with which he is g0ig to dal for the next hour is a
healthy eye.

If it is not, itdemands the attention of a qualified medical practi-
tioner and an optometrist is trained-

Senator'O.UGLAS. And you as an optometrist will refer him to a
qualified medical practitioner?

.Dr. CHAPxMAN Absolutely.
Senator Dobwxs. And not-content yourself merely wit l prescribingglasses? '.

Dr. Cr1IA.Ta scret.
Senator DouoiAs, Or corrective exercises ?
Dr. CHAPmAN. Upon the determination'that thisgis a1n unhealthy

eye lie will then proved tbutilize the various ptocedureaswhi*hh6 has.
Senator Dotitos. The American Medlal Associatidon .would deny

generally that an optometrist is qualified to judge whether or not the
eye is healthy.

Dr. CHAPMrA. That would be a Correct statement f0r'-some leaders
of the AMAN, Senator and yet a reat par of our training is taken up
with the study of ocular pathology, with a thorough analysis anl
understanding of the health of the human eye.

Senator DoUGLAs. In the colleges of optometry do they have courses
in the pathology of the ee ?

Dr. CirApmix. Yes, sir; they do. But I would point out again, and
emphasize, that the treatment, the surgery, the handling of the diseased
eye, which by the way includes approximately 2 to 6 percent of the
vision care problems of the people of this Nation, is the province
of the physician.
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Senator DourAGs. It is a common practice , is it not, for ophthal-
mologists, they arecon as physicians, b live-

Dr. Cia~rmAN Yes Air.
Senators Do.uAse (continuing). To refer patients to opto rists.

for pr66ripi6nof I 6s§. isitnot.
Dr. Oifiiw;. o sir -tkt'i16 onlinP C
Senate rDo glass . tht tis not common practce.Senatr~ou~as.That isnot common practice?,i.., : ..

Dr. CHAPMN, No. B~ecaus$- you have to ad& still anoterA, ser
which is thZt of the optician. 'You see you have, theuthe S, ani
that "0."

Senator Dou6LtAs. You mean'tat the ophthlalmologist will recog-
nize the optician but not the optometrist?,

Dr. ClErAN. Well, I, think that's a rather good statement; y.e ,
sir. But let's be careful-'-- 

s 410)

Senator DouGLAS. What is the distinction between an oltioian and
an optometrist?

Dr. CHAPMNr. Well, the optioi n doe not eammn the eye at all.
The optician is not trained M the examination ofthe eye or any.of its
parts.,

Sentor DouoaLs. Y6u meai the opitician is atechniciaii?1
Dr. CHAPMA. He is a tec~mician.
Senator DouoLAs. Working under the direction 0f the ophthal-

mologist?. .
Dr. CH A-PAi. 'He might be, ifh is i all t'thil iiolgs '0flce.

He is also permitted to have his own establishment wheoN. 6 chooses
but heis limited in what he can do in that establishment ,

Senator DouaLAs. Is there 'a connection between optometrists and
opticians ? Do you prescribe for opticians I

Dr. CHAPMAN. No, sir; we do not prescribe for opticians.
However, if a patient requested my prescription to ake to an

optician tQ have his lasses. fabricated he could certainly have it.
Senator DoUIS. 'hI' eothr words, 6h opti ian is more or less a

satellite of the ophthalmologist, is that right?.
Dr. CHAPMAN. Yes, he is andyet they have this interesting tmilg

happening g nationwide and that i's that thle: relationshipis not as strong
as t was at one time because the ophthalm016ist is now urging the
technician into the oice and doinghis wn dismpensing.

Senator DOULoAS. You mean he is hiring pieop le on a salAry or on
a split fee Wsis and,

I)E. CHA.16. ,Wel he w 1 hir . them. for a saliy m the Oifice
as a techniian to do this pa" of the service. sot, optometry-

SS senator ~ouas. We have less independent practtioners and more

salaried technicians.
Dr. CHAPMA'N. I didn't catch the firt part of your ques9n...,.,
Senator DouqLAs. You see, oneof'the disputes i:i 1he field of the

so-called specialties. -The Anmerici Medjeal Association does not,
want to have radiologits, anaesthesiologits, patholgts, and te rest
become salaried employees of hospitals or operating on a percentage
of hospital fees. They want to havw them as independent practi-
tioners.

Now, what I am tryingto establish is whether the American Medical
Association and the members of the American Medical Association
are preserving the independence of the oculist or are .they making
the olculist increasingly a salaried technician of the ophthalmologist?
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Dr. CIFAPAN. Well, not the oculist but the optician.
Senator DOUGLAS. Of course, the optician.
In other words, the optician is becoming not an independent pro-

fessional but more a salaried employee of the medical profession?
Dr. CHAPMAN. I would think that is a fair statement; yes, sir.
Senator DOUGLAS. So the medical profession does not protect the

professional status of the oculist in the same way that it wishes to
protect the independent medical status of the anesthesiologist, the
radiologist, and'the pathologist, is that right I

Dr. CHAPMANi. I think that--again we have to use optician, you used
oculist-

Senator DouGLAs. That is right.
Dr. CHAPMAN (continuing). For the record.
Senator DOUGLAS. Now-
Dr. CHAPMAN. And there is the oculist but that makes four "0's"

and we think that is too many.
Senator DOUGLAS. What is the fourth "0"?
Dr. CHAPMAN. The oculist, we have about eliminated that term.
Senator DOUGLAS. Let's get the hierarchy, ophthalmologist at the

tor. CHAPMAN. No, sir, we would reverse that.

LLaughter.]
Senator DOUOLAS. Well, according to the AMA. The ophthalmolo-

gist at the top.
Dr. CHAPMAN. Oh, es.
Senator DouaLAs. Now, the optometrist is in the bar sinister, is

that right, according to the AMA
Dr. CHAPMAN. Yes, sir.
Senator DouGLAs. The bar sinister.
Now you have the optician ?
Dr. dRAP MAN. Well, you. would actually have the oculist next.
Senator DOUOLAS. Oculist next?
Dr. CrAPHAN. Yes, sir.
Senator DoI7GlAs. And then at the lowest rung of the ladder ac-

cording to the AMA the optician?
Dr. CHAPMAN. Yes sir.
Senator DOUGLAS. What is the difference between an optician and

an oculist I
Dr. CHAPMAN. The oculist term has almost completely gone out of

existence. It was popular at one time, and it signified a medical prac-
titioner who did some extra work in eye training and usually he was
also an eye, ear, nose and throat specialist. Many times on his door
he would put the word "Oculist."

Senator DouGLAS. He was actually below-
Dr. CHAPMAN. The ophthalmologist, because the ophthalmologist is

a medical practitioner who takes extensive training in treatment and
surgery of the eye and then qualifies by board action to be an ophthal-
mologist.

Senator DoUGLAs. In England for a long time the surgeon was so-
cially inferior to the doctor largely because surgeons started as barbers,
and I believe to this day in England a surgeon cannot be called a
doctor. He is called a mister; isn't that true?

Dr. ChAPmAN. Mister, that is correct.
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Senator DOUGLAS. A dentist in England is still lower in the hier-
arlhy. A dentist in England, I think cannot be called a doctor, he is a
mister.

What do you think of this elaborate hierarchy which is being de-
veloped?

Dr. CHAPMAN. What do I think of it?
Senator DOUGLAS. Yes.
Dr. CHAPMAN. Well, let me put it this way, Senator, I could give

the most concise answer purely on the basis that I have never been
called upon to represent my profession or to say anything about it or
ask for anything from this Congress or from the State legislature or a
Government agency which I considered to be unfair or improper for
what I believe my profession can do, and all that we ask, as a profes-
sion is to be given an opportunity to utilize our services that we are
trained to render to the American people. Any hierarchy of medicine
which would subjugate that or eliminate it or take it. away from the
people of this Nation, we would, and have valiantly fought for many
years.

Senator DOUGLAS. How many years of college training do your
colleges prescribe?

Dr. CHAPMAN. The maximum is 6 years. We still have some col-
leges where there is a 5-year program but we are fast moving toward
a 6-year program in all of them.

Senator DOUGLAS. Take a 5-year program, minimum program what
does than consist of?

Dr. CHAPMAN. The minimum-program of 5 years, well, it consists
of 2 years of preoptometric training in a recognized university.

Senator DOUGLAS. That is generally the same as for medical schools,
is it not?

Dr. CHAPMAN. Yes, generally the same.
The subjects taken are somewhat similar in matters of physiology,

anatomy, the physics and the chemistries and various subjects that
premedical students take. Then, in optometry school, you become
more specialized in your approach and deal with the eye and all of its
areas of interest.

Senator DovoLAs. Do you have any internship required or iot?
Dr. CHAPMAN. No. There are certain of our States that require an

internship but it is not a general rule. Each man does have a pass a
very rigid State board examination in each State. Optometry is
legally instituted in all of the 50 States.

Senator DouoLAs. How do you account for the fact that you are
barred under this bill?

Dr. CHAPMAN. We feel, Senator, that unless this profession and
this hope of freedom of choice, which we have expressed, is actually
included in this bill, it is going to be administered by people who are
medically dominated. This medical influence will be in administra-
tive capacities, not only at. the Washington level, but at the State
levels as well. It is absolutely mandatory that we be fully specified
as being a part of this program to the degree-

Senator DOUGLAS. Don t you trust the American Medical Asso-
ciation?

Senator ANDERsoN. Before you answer that I will tell you there
are some people who don't.
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Dr. CHAPWAN. I beg your pardon.
Senator ANDERSoN. -I say before you answer that.I can tell you that

theroir'e some people who don't.
,Lau(ghter.,.r. 0 HAPMAN. Senator, I have ever fellt that I could totally trust

anyone 'with whom I was having a rather significant difference 0
opinion, and yet I would point out' thait the field of ophthalmology
and the marvlous work they do in caring for the diseased eyes and
the pir6blem eye of this Nation, command my greatest admiration.
For ht I will always stand up.' .

Senator DOUOAS. The Wilmer Institute at Johns Hopkis has
mado'tremendous strides.

Dr. CHAPHAW. All over the Nation ophthalmology has made .prog.
ressto the benefit of the public's eyes.

Senator DouorAS. IM, other words, you do not exclude them from
your circle, but they exclude you from theirs.

Dr. CilAPMMX, To be frank, we "dannibt honestly excludethem- from
ours, and we do not' know how they can ezolude us from theirs.' There
is an insufficient number of. us to do all of this work unless it is done
by a half-trained techician in the office.

Senator DOUGLAS. How many ophthalmologists are there?
Dr. CHAPMAN. How many ophthalmologists? Four to five' thou-

sand ophthalmologists, I believe.
Senator DouoLAs. Does this include the eye, ear, nos6, and throat

doctors I
Dr. CHAPrAw. No, sir. When I use the numbers 4,000 to 5,000i

it signifies boardcertified ophthalmologists who do riothing but eye
treatment, eye surgery. : There are other men in the medical field who
do the work whichyou have described..

Senator DOUGLAS. That is all, Mr. Chairman.
Senator ANDERSON. Senator Curtis.
Senator CuRTM. Well, I am not sure Iaw- clear on all this business.
What is the correct title of someone whd takes a prescription for

glasses and prepares the lenses? ,
Dii-IOHAPMAN'. Optician.
Senator CrimrIs. He is an optician ?
Dr. ,CHAPMAio :He.-i like- a pharmacist, Senator 'Cuirtis., That.

might be the easiest way, for you to tie it, doivn. ,"He'wouldfill theprescriptions, . " ,,j , ,i,, ! : ... , ., ! ,i. : , ,,

Senator Cur'ris. Are ocptieians -in any States'permitted to fitpeople:
with glasses.

DrXTAPMAN No, air;nhot, as ,far as'I khow. I They omfnibbexamine
or prescribe. That is not part of theii' training, they are:noil equipped

dSunator.CuwMs., Isit lawful anymore t go into a, drugstore or ;a'
dime.-.store , and- try 'on, some glasses until you- find' on6 "yoti'an!ee,
through? I aa'~

Dr ,APmA . "s, . .
Senator C vs, Itis I '' .. . . .. . .
Dr. CHAPMAx'. Not in all States, bOut in most, Sta4 it is.
Senatr AwxDsox.In ill S Iatehiitnot? .
Dr. CrPA Nma. I do not know how many States have oihtlawed -it

completely. "New'Jels y just did, New 'Yok fhaa provision whiih
almost eliminates the use of glazed goods, and I honestly do not ,know'
the number of States.
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?1tor, C-jJRTP.'W~lhj _t, ehat I*$ tlip corTP~t titlPO IN ~W hio
does not hold hiseWl ou t as treatiing'aiseases of the eye, suhasglf.
comfa #A4 c~t~waO. AIAN4 0 Vaii8Pj c1.h4ry -,i i l ~e
patioit, look 4t vaTIoV9 chqrt~, tliq d' . _ e,
vyhb(t sort of e,9 pi cpt"o, Phou1dV wIvttg -W1;I do"e, b?

Senator C lnrri 0 1$ A4 p~mp it topmc(ice ~eie

Senator CuiRnS. But ympoeinatrnngand ihe ethics,~
his proesio Ip hagt tq de*% obeve norfe e 'who'

Dr. CHAPMANIYO5r6, sir.
Senafor GURU&s- Does the Stat law require'them ito do tht?
Dr.-CHAPNIAN. NOW, I canmoti awaswer that specifically, Senator..

Whether 11 is specified in each- State law; I-d9 tot kftow. But the
law in each state describes' aUiddfines optoinet-' ; Ai -*illfin'1udde
that matter i n" its description. This has been the Loais, -of , opto mIet ky
from almost its inceptio ed as a professional rhian to
do Olieso things.

SM-atokNow,- give me a laymani's de Rion of the ophthal-
mologist. 

O

Dr. ()HA Ax. A medical praOc t0 ~ who hasoxt ded his training
into-46 8h seif'ffarea o y di' so an e surgery,,d specaie
in th at fi alone.

Sena r- Cu1164. Arid he' ay ro the services npoe

Di.' HM. Yes, Sir ghis .tr in is muc less, thth-
the tr inin k an optom t iis als tr-n nod s" of vision.'

Se atoC s.86 aro tI tI p, bluins a go inter-'-
wove ftat he os h doi

Sator C No if -this sses U t as the H iso wrote-
ia0 I amn co fi;ii th, qu Dn ildrein or to'a yone else

but: to the reti pie S of an tometrist
covere

Dr. APMAN. They cve in e p0 n of the ill j yes, Sir;
in the po ion provitng ath rv to dividual under'public

May.I r. McCracken ao aswer that quest" for meI

Mr. oCIA'Rz * Senator, there'Aro three ace in. the -bill, -where
th6- ser-ices'Of, optom a are se provided for, One is in
the aid to theblin p0oram

Seilptor'CuRM R~a'aftalking ' bout miedicare for theaged ony. If
this bil passes as the oli Acme& it,-onb of the bei~efits avaibe to,
people over .65 -in pa rt I, i cU de g~oig to ari omer4 hv n i
ty out various }enses unti howie.prescriptin il thld

that? 'Thatis all I waait6know.
Mr'. MOCRAOk=~. Well, -the first two parta qftie, bill expressly ox-

elude the services of physicians and optometrists in exajihning ey es or

SenatorCuris., In otlher.W'ords it is not induded?.....
Dr. Oxi~i. That is right.,

870



87CIAL SECURITY

Senator CuRTns. What is it you are recommending in regard to
that?

Dr. CHAPmAN. 'Well, as I pointed out, Senator Curtis, I think that
our recommendation in this bill as I read it, is to make the provision
that when and if at any time other vision services are to be rendered,
besides those concerned with eyeglasses, that the patient shall have the
freedom of choice to choose a practitioner of optometry if he so desires.

Senator CuRTIS. Well, that is not my question. Here is the House
bill-'
Notwithstanding any other provision of this title, no payment shall be made under
part A or part B for any expenses incurred for items or services-

And then it lists down as No. (7)-
where such expenses are for routine physical checkups, eyeglasses or eye ex-
aminations for the purpose of prescribing, fitting, or changing eyeglasses, hear-,
ing aids or examinations therefor, or immunizations.

Now are you opposed to that provision?
Dr. dHAPMAN. No, sir.
Senator CuwRIs. You are notI
Dr. CHAPMAN. No, sir; we are not. I wish I could clear this

whole-
Senator CUnIs. If you are not licensed to treat diseases of the eye,

and this takes you out of the bill so far as the aged are concerned, what,
is it that you do want I

Dr. CHAPMAN. Let me mention this section of the testimony that
under the basic and supplementary plans, for example, patients of
physicians can be reimbursed for examinations ending in referral for
surgical or pathological treatment of the eye, for contact lenses, foi
prescribing or fitting artificial eyes, and for orthoptics and visual
training.

Patients of optometrists, however, will not be reimbursed for these
services.

Senator Cuwrns. Which ones of those services do you perform?
Dr. CHAPMAN. All of those. What we do not take care of is the

surgical or pathological treatment.
Senator Cuwris. Read them off again.
Dr. CHAPMAN. Contact-lenses.
Senator CuRTIs. Is that just because it uses the term "eyeglasses"

in the exclusion?
Senator ANDFRSON. It is the same as eyeglasses.
Senator CuRTs. It says here no paynient, notwithstanding any other

provision, no payment shall be made for eyeglasses. Is that because
there is different terminology

Dr. CHAPMAN. Well, noI do not think so. But, you see, if a physi-
cian examines a patient and was to refer that patient for various of
the surgical, pathological, contact lenses, and various of those items,
he could be reimbursed for that examination. The optometrist could
not be. This is not a matter actually of including these items specifi-
cally in the care of the patient, but rather in the examination to deter-
mine these needs.

Senator Curi. Well, it excludes such expenses as are for routine
physical checkups, eyeglasses, eye examinations for the purpose of
prescribing, fitting, or changing eyeglasses, and then it goes on to talk
about hearing aids. I think that is pretty all-inclusive so far as your
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contact lenses are concerned. -It does not say those are denied to op-
tometrists. It just says no payment shall be made to anybody.

Let me put it this way: The main business of an optometrist is eye
examinations for prescribing, fitting, and changing eyeglasses; is that
correctI

Dr. CHAPMN. Upon the determination it is a healthy eye. That
has to be included at the outset.

Senator Cuims. That will not be reimbursed under this program,
and you say you are satisfied with that.

Dr. CHAPMAN. Yes, sir.
Senator Curs. I cannot understand what it is that you want in

there that you would be reimbursed for.
Dr. CHAPMAN. There are certain additional vision services in this

bill that touch in the area of optometric care Which administratively
in the handlingof this bill could, as we visualize, preclude the use of
optometrists. There are several of these.I Senator CuTis. I think you are precluded now on the section you
have no objection to.

Dr. CHAPMAN. But there are other sections of the bill having to do,
as I ointed out, having to do with* the utilization of optometric
schools and colleges where we seek a specific amendment. There are
other places in the bill where there is a possibility of utilization of
other practitioners other than optometrists, and that is why we want
this language.

Senator CURTIS. You read things that are included, contact lenses.
What else was included ?

Dr. CHAPMAN. Well, the artificial eyes, orthoptics or visual-
Senator CURTI. Well do you give people artificial eyes?
Dr. CHAPMAN. Yes. That is not a common practice of optometry,

but a number of our men do offer it over the country; yes, sir.
Senator CuRnIs. Remove the natural eye?
Dr. CHAPMAN. Oh, no. This is only the prescribing or the fitting

of an artificial eye for a patient who has had his eye removed.
Senator CuRTis. I see.
Dr. CHAPMAN. But this is not a major component of optometric

practice?
Senator Cuwis. What else?
Dr' CHAPMAN. Having to do with the matter of orthoptics or visual

training, which is the teaching of a pair of eyes to respond to stimuli
and do a better and more efficient job of seeing.

Of course, there is another area, because in many instances optom-
etrists are called upon to provide postcataract care for patients Who
have had cataract surgery. They demand' and require very special
lenses to produce sight again, and this is an area in which the optom-'
etrist is certainly qualified to render service, and for that reason We
would seek that his services could be utilized if a patient so chose to
use them.

Senator Cums. What else
Dr. CHAPMAN. That is all of the list in the first two parts 6f the bill,
Senator CunRIs. In other words, your position, as far as the aged is

concerned is' that while you 'recogize that benefits do not include
expenses involving eyeglasses or eye exanmiations for the purpose of
fitting or changing eyeglasses, that if the services of the oltometrist
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were lawfully used for any other health problem that you ought to
be included.

Dr. CHAPMAN. Yes, sir.
Senator Cunm. But it is a rather narrow field with you.
Dr. CHAPMAN. Well, no, sir; not to that degree. It does not seem

quito that narrow because there are programs in this bill particularly
having to do with care of children's vision where a great need has been
pointed out, and in screening and caring for these youngsters optome.
try has a very large partf. to play, and we would want to be in there.

Senator CURTIS. I understand that. What I am trying to be pre.
pared to answer is the request of the people past 65 if their eye care is
included in this bill, and it appears it is not so far as eyeglasses or eye
examinations for the purpose of prescribing or changing eyeglasses
which, as I understand it, according to your testimony, is the principal
function of an optometrist.

Dr. CHAPMAN. Yes, sir.
Senator CURTIS. Please understand me, I am not hostile to the rest

of your presentation.
Dr. CHAPMAN. I understand.
Senator CuRTs. But I do think we sometimes get lost, we are lay.

men, in the definitions of these things.
Dr. CHAPMAN. Yes, sir; I am aware of that. It has always been a

problem to describe.
Senator CunTis. The ophthalmologists are doing a good job, the

4,000 or 5,000 you have described.
Dr. CHAPMAN. The ophthalmologists are doing a good job.
Senator Oums. Yes.
Dr. CHAPMAN. By and large, I think they are, in the area where

they. are best trained to do the job.
Senator CuRTns. In fact, some very outstanding things are hap-

pening.
Dr. CHAPMAN. No question about that; yes, sir.
Senator Cuwnm. That is all.
Senator ANDERSON. I am merely going to say, Doctor, I had my first

pair of glasses when I was a college student more than 50 years ago
given to me by an optometrist, and-I had my eyes checked a few weeks
ago by a famous eye doctor who is part of Wilmer Clinic.

They both used the same devices, some of them, modified. They
twirled gadgets around to see which fit my eye best. But the doctor-
he may be an ophthalmologist-he takes me back to see, since I am a
diabetic, whether I have diabetic extrusions, if I have glaucoma. That
is the principal difference.

Dr. CHAPMAN. No sir; it is not, because the optometrist today,
Senator, would run through the same series of tests to make a deter-
mination of the same type, glaucoma testing as well as interior eye
investigation or whether or not the retina would indicate diabetic
extrusions or any other retinal problem.

Senator ANDERSON. Isn't that different from an optometrist of 50
years ago g

Dr. CHAPMAN. Yes, sir.
Senator ANDERSON. That is what I am trying to get to. I think

maybe the laws ought to be changed as the profesions change.
Dr. CHAPMAN. We nre making a valiant effort in that regard.
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Senator ANDERSON. The first optometrist I over dealt with was a
very fine man, a splendid person, but he made no pretense about know-
ing about my eye. All le did was fit me with glasses, and he did it well,
I have no questions about it. But whether you go to diseases of the
eye, it has been a somewhat recent development.

Dr. CHALWAN. Somewhat recent, because of the extension of our
training. You must remember that when we see the great numbers of
patients that we do, it is not inaccurate to indicate that the Nation's
first line of defense against blindness is in the optometrist's office. He
is given the responsibility to determine whether or not this is a healthy
eye, and it puts tremendous responsibility on this profession. That is
what we have tried to recognize over these years, to improve the train-
ing and teaching of our people to do that.

Senator ANDERSON. 'That is what I would appreciate, Doctor in
your testimony indicating that there has been a clhnge in this last
half century, that you do require 6 years of study in some States,
and 5 years in others; that you do require some knowledge of the eye
itself, the diseases that it might fall heir to.

Dr. CHAPMAN. Yes.
Senator DoueLAs. The Senator from Nebraska has opened up some

very interesting questions, and I would like to follow up if I may.
If an M.D. prescribes antibiotics for an ailment, as I understand it,

the cost of the antibiotics would be excluded from plan B, isn't that
true?

Dr. CHArMAN Yes I bolieve so, sir.
Senator DovOLAS. hut tho service of the doctor of medicine would

be recognized under plan B - isn't that correct?
Dr. CHAPMAN. Yes sir; believe that is correct.
Senator DoUGiyAs. If this is true, and I believe it is, while the provi-

sion of glasses and other visual aids, such as contact lenses and the rest
are like drugs excluded from plan B, why should the services of those
who presieie the glasses or the contact lenses be excluded from plan
B? I think you give away a little too much in your replies to the
Senator from Nebraska. It would seem to me that prescriptions for
glasses, if carried out by compotent persons such as the optometrists,
should be recognized just as much as prescriptions for antibiotics.

Dr. CHAPMAN. Senator, I hope to have the opportunity, ultimately,
to gather additional facts on the Senator's questions that I did not
answer well because of not having a total knowledge of all of the com-
ponents of this bill, so I will be able to answer him with greater--

Senator DouoLes. I thought you gave too much ground surely.
Senator ANDERSON. You will have an opportunity to examine your

statements anyhow before the final printing.
Dr. CHAPMAN. I would hope we could further extend this privately,

and I would be happy to do so. I do not want to leave any question,
and I certainly do not want to give ground too freely, I assure you
of that.

Senator DouoL~s. I know you wouldn't push it, but I think you
should claim the maximum amount of your desserts.

Dr. OHAP[AN. We are going to make an effort to do that.
Senator A imo.sox. Thank you very much.
Mrs. McGarry.
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STATEMENT OP- BARBARA D. McGARRY, EXECUTIVE DIRECTOR
THE AMERICAN PARENTS COMMITTEE, INC.

Mrs. MCGAIRY: Mr. Chairman, since our statement is, perhaps, over.
condensed, and the total reading time is under 10 minutes, with the
committee's permission I would like to read it, and then answer any
questions the committee may have.

Senator A'DERSON. You may read it, Mrs. McGarry.
Mrs. McGArmY. To a national organization such as the American

Parents Committee, which has devoted its 18 years of existence solely
to the support of Federal legislation benefiting children, the 89th
Congr has achieved outstanding advances, particularly in the field
of education. In tribute to these achievements, we feel that never
before has there been more significant recognition of our greatest na-
tional resource-our Nation's children.

It is with appreciative awareness of this deepening national interest
that we appear before this distinguished committee today, to express
the support of the American Parents Committee of the following pro-
visions for child health and welfare, under the proposed Social Secu-
rity Amendments of 1965:

Title II, section 201. Increase in maternal and child health services.
Section 202. Increase in crippled children's services.
Section 203. Training of professional personnel for crippled chil-

dren.
Section 204. Payment for inpatient hospital services.
Section 205. Special project grants for health of school- and pre-

school children.
Section 211. Implementation of mental retardation planning.
Title IV, section 401. Public assistance amendments--Increase for

AFDC program.
We are especially indebted to Dr. Martha Eliot, a member of our

board of directors and former Chief of the U.S. Children's Bureau,
for her constructive suggestions on many of these provisions. At our
last annual board of directors meetin in January 1965, American Par-
ents Committee Chairman George I. Hecht, Dr. Eliot, and other mem.
bers discussed the prototype bill containing these provisions, subse-
quently incorporated into the general bill before you today. It was
unanimously recommended, as our February 1965 American Par-
ents Committee report indicates, that we support these increased au-
thorizatims for children.

Incmieases in the amounts authorized for maternal and child health
services will, in the words of House Report 213-

ikesist the States to move toward the goal of extending such services with a
view to making them reasonably available to children in all parts of the State by
July 1975.

'rhe American Parents Committee wholeheartedly supports greater
implementation of these.services. We concur in the House report's be-
lief that:

Increases in the Child population and the cost of medical care, wide variations
among the States in maternal and infant mortality, and the uneven distribUtton
of basic health services indicate the need for additional Federal support in order
to help States make their maternal and child health services available tochil-
dren in all parts of the State.
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We support the recommended increases for these services of $5 mil-
lion for the fiscal year 1966, and $10 million for each fiscal year there-
after.

Section 202. Differences in the extent of crippled children's services
are considerable throughout the States, and, as reported-

Indicative of the need for considerable growth of these programs in many
States * * * the major reason for these deficiencies in State programs is inade-
quate funds.

In 1963, 375,000 children received medical services under this pro-
gram, a national rate of 49 per 10,000 children under 21 years of age.
State by State, however, the rate of service varies from the high of 124
per 10,000'to a low of 12. Many crippled children, or children with
potentially crippling conditions, as has been brought out by previous
testimony, are not receiving needed care because their individual con.
ditions may not be included in their own State's program.

To broaden and unify the conditions under which all crippled chil-
dren may receive needed treatment, the American Parents Committee
supports the recommended increases in Federal participation of $5
million for fiscal year 1966 and $10 million annually thereafter.

Section 203. For the training of professional personnel for the care
of crippled children, we are gratefully aware of the bill's inclusionof mentally retarded children, and those with multiple handicaps,
which has not been stressed, perhaps, enough. In our support of the
mental retardation amendments of 1963, we had urged the authoriza-
tion of funds for training professional personnel, doctors, nurses, phys-
iotherapists, as well as for the construction of facilities for the men-
tally retarded. We therefore welcome the opportunity to support the
recommended authorizations of $5 million for fiscal 1957, $10 million
for fiscal year 1968, and $17.5 million for each fiscal year thereafter,
implementing a program of grants to institutions of higher learning
for training of such professional personnel.

Section 204. Section 204, which we consider vitally important, of
the bill, providing for- i
payment of the reasonable cost * * * of inpatient hospital services-

under Stat plans for maternal and child health services'and crippled
eldhih'n's services, is endorsed by the American Parents Committee,
with our firm belief that no child should be denied needed hospitaliza-
tion because of indigence.

Setion 205. In a 5-year program of comprehensive health care
through special project grants for low-income school aid preschool
children, the bilF responds to one of the greatest challenge to our
national future. The safeguarding today of the. physical and 'emo-
tional health of our citizens of tomorrow is our greatest social security
as a nation. The challenge and its proposed solution are reported as
follows:

Many childhood disabling illnesses both physical and emotional have their
origin In Infancy or in the preschool years * . In school health programs,
the availability of community resources to which children can, .be referred for
diagnosis and treatment is the critical factor * 4 *. - Your committee's iproposal
will make possible p;'ograms organized tiomake maximum usq of availlabl6 com-
munity medical services, and to bring abOUt a better distribution of,,the .low-
income patient , group among public, and, yolunry community ,clihnks and
hospitals 4 4 *. It would reduce the numbers of children of preich'oo and
.school age who are hampered by remediable handicaps, and provide necessary
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thedIcal and dental care tot children Of Iow-lcoine fanillbs who Would not
otherwise receive care.

For this program of grants to State agencies, to medical and dehtaI
schools, and to teaching hospitals, we support the recommended all.
thorization of $15 millionl for fiscal 1966, $35 million for fiscal year11967, $40 million for fiscal year 1968, $45 million for fiscal year 1969,
And $50 iillibh ot fi ou year 1970, With tht. provision that no more
than 75 percent of the cost of such grants derive from Fedot'hl funds.

Section 9114 The Ambrican Phrunts Committee urges authoHzntion
of the recolinfended $2.75 million for eaih of the next 2 fiscal years,
for th. development of State plans to combAt mentalhretardation.

Section 401. For the AFDC program under the public assistance
amondien tsi Winning January 1 1906, the Federal share of pay.
meats would be increased by an iawrago of about $1.25 a month for
needy children. Tih ceiling for this prbgi-am would be raised from
$30 a inouth to $32 a month. 1n the words of the committee report,
Wi feel that, "The level of Aid provided th6 heedy justifies this modestincrease."

For the privilegb of preseiting our views before this distinguished
tfOrInittee, dur organitation is deeply appreciative vwith the hope that
all Americun chilbien will be the boheficities of this legislation.'1 hank you. .

Sento Atimsoiy. T hf nk you. You fecogniz thbe' may be some
.hang in th% atutholizations fl ht ybu mention on th6 last page; for
hiftance, $15 million for fiscal 1960, fiscal 1965 has only 45 days to
,run.

Mrs. MCGAUIy. Yes.
Senatbf AMbR/somR. Atid th6 bill might not be through by that time

and therefore if wd trimmed soihe of tho.6 down you and your or-
ganization would understand it?

Mrs. McGARY. Yes, of course it would, sir.
Senator DouoLA.s. Aside from the genbrtd quostibns we could ask

Mrs. McGarry, I might observe that had a modest shar6 in the deoel6p.
ment of public sentiment for and the drafting of the original Social
Security Act of 193. At that time we were reproached for advocating
this ro rin on the grouinA that We wer lessening the rbpohsibillty
Wvhic ichildt'eh shoul-d bear for the s support of their parbit8 in old
age. The Wi',ne chari is now beig miade against 'tho'6b us who are
supprthg the King-Anderson bill fald tlho pibsant bill" that We areiprtig t il i-dearon rptobhibiIity which
child'rkhAould have foi the cite of theii taients.
Now I spi . it will be argued thAt, these proi-sids w hikh youSdioite dsh the responsibility - which rents oW6 't1thir'infant

children, that iv6. are substtthting State gu'iport hnd 'StAto hid for
parent1id I _pnsibiity. a

Now, what would be your reply to this?
Mrs. W6fc y. ~Sir,: this was the very tbpiobf Several hours of dis-

$enatorbolo~s. Wa 4tat
Mrs. MOAmY. This wast)ie topic of several hours discussion yes-

terd y evenif 'Ibetveen Thyself find anbthei- member of the committee.
.. i ant, b ut f ,f- ,e " tir 6opak f6 thb ,....tte. . t h s

po, ut 1ii- t i~k-
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Senator DOUGLAS. Aren't you authorized to speak in defense of
these grants for children?

Mrs. MoGAURY. Oh, yes, yes. But a personal observation I have-
Senator Douor,AS. Yes.
Mrs. McGARRY (continuing). Would bethe result, of course, of this

particular question which, perhaps, couldn't be anticipated in the
report, ivnd what I am saying is in defending our request for these au.
thorizations I know, our committee feels, that we have no intention
whatever o? supplanting parental obligation' by Government sup-
port. This would not serve the'ultimato purpose ofthe children.

Senator DOUGLAS. I know but every time we provide a governmental
support you reduce the liabiaiiy of the parents to.provide that support
voluntarily on the basis of affection so obviously in advocating these
programs appropriations you must think that parental responsibility
is not enough.

Mrs. MCGARRY. In extreme cases of emergency illness, where the
families may be, perhaps, financially devastated by physical or mental
disability, cases like that, emergency situations, we feel no child should!
be denied needed, care because of the family emergencies.

Senator DOUGLAS. You would preserve this only for emergency
situations?

Mrs. McGARnY. Where the parents are unable to provide needed
physical, medical care for their children,.

Senator DOUGLAS. Isn't that true in a very large percentage of the
cases, the poverty of the parents is such that they cannot provide ade.
quate medical attention for their children 1,

Mrs. MCGAnnY. I think that is exactly the purpose of these pro.
visions. Don'tyou, Senator?.

Seuator DOUGLAS. I am trying to draw you out and give a better
defense for this than you are making.

Senator AxDxasoN. Ho is trying to get you to answer it
Senator!DouGLAS. Isn't it true that a very large percentage of the

parents are unable to make thee payments 1
Mrs. MCOARnY. That is under section 205.
Senator DOUGLAS. Isn't it also true that a certain percentage of the

parents are unable to determine whether or not the child does need
treatment; isn't that true ?

Mrs. MCGARRY. You mean it is a matter of parental evaluation of
the needs Of the child',

Senrator DOUGLAS. Ignorance. First inability on the part of the
parents and second ignorance.

Mrs. McOARRY. 6 n top of which you may have apathy,
Senator DOUGLAS. What?
Mrs. McGARRY. On top of which you may have indifference or

apathy-, OU Nwo , t, i
Senator P0UGLAS.-N0W you come to a third factor, indifference

of the parents.
First, let us take ignorance, of the par ,ts.' Isn't It true that mny
aret do not -know; of the defects of their children or do not have

tha knowledge to understand what thewe defects are Isn't that true?
Mrs. MoUARYb! Yqs; I believe it is, sir% You cAnnot penalize a

child for his parents' ignorance .
SMnator, UGJA,. Now, we come t6 the third,,indifference of-the

paients'r apathy of the parents.;
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Now, should the child be sacrificed because the parents are indif-
ferent or apathetic toward the child I

Mrs. McGARRY. W"e certainly feel not.
Senator DOUGLAS: Isn't it true that the common law, while it reqog-

nizes parental duties, and that these responsibilities are the first liie
of defense, also holds that where the parent is delinquent in these mat-
ters it is proper for society to step in and provide this protection; isn't
that true V

Mrs. MOGARRY. That is correct.
Senator DOUoLAS. If the parent abuses a child, the child can be

taken away from him; isn't that true ?
Mrs. McGARmY. Yes, sir; in 33 States.
Senator DouOAs. If the parent encourages and pennits the child

to engage in immoral practices; what is the situation then?
Mrs. MCGARRY. Wehave just had a case like that in my own State

of Maryland.
Senator DouoL.s. This is not used to supplant good parents or par-

ents who can afford the services themselves or who low the difficulties
to which children are exposed and are alert to them, but to the residual
cases; isn't that true?

Mrs. MCGAMY. I should say so; yes.
Senator DOUGLAS. Mrs. McGary, I wish you would preach this

from the housetops and not compel us to draw this from you by a, long
process of examination.

What is more, you come in here and advocate this, but we have to go
out and face the voters. We have to go out and face the orgnao
in the country which are opposed to the wholeprogram on the grounds
which we have mentioned. While you, perhaps, do not want to deal
with'the aged, shouldn't you furnish some defense to this bill if it is
passed in this form so far as it deals with children ? Your work is not
done when we get this measure through. A great many groups come
in and urge us on, and then when the battle is going on out in the coun-
try they go off for the weekend and forget it.

This is one of the difficulties with the lobbying organizations. All
they are interested in getting is a law, and not seeing that public
opinion is developed to support the law.

Mrs. McGARRY. May I offer an observation, Senator?
Senator DOUGLAS. Yes, please.
Mrs. MCGARRY. Two days ago I sent in the draft for publishing of

our national newsletter defending these very points I have submitted
foryour committee's consideration this morning. It will be distributed
nationally within this coming week, this very topic.

Senator DOUOLAS. Well, I am glad.
We find, for instance, with many educational associations, if I may

speak very frankly they come in and urge appropriations for Federal
aid to education. Then when we go out in the country trying to de-
fend this they are absent. JIn fact, frequently see the" looti member
of the' National Education, Association working: against the ye7
measures which they have supported down here; I want to say that it
gets some of us a little: bit feAd up' because we feel that many of these
organizations-I do not necessarily mean yo --push us to the fore,
and then stand by and watch the principles which'you advocate here
in Washington defeated in the Nation at large and those of us who
have supported these principles sacrificed and frequently stabbed in
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tile back by the very groups that come down here asking for the legis-
lation. I am not givingyou a lecture.

Mrs. MCGARRY. I can assure you-
Senator DouqLAs. You want to point out that you have a case, and

1 wish you would carry the message to the American public that these
protections, m your judgment, are necessary because of the inability
of some parents, a very considerable proportion, to pay, because of the
ignorance of many parents, and because of the apathy or indifference
of many parents.

Senator ANDERSON. Senator Douglas suggests that you shout from
the house tops.

Senator DoUGLAS. That is ri ght.
Senator ANDERSON. With that word we will adjourn until next

Monday.
(Whereupon, at 12:30 p.m. the committee recessed to reconvene

Monday, May 17, 1965, at 10 a.m.)
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MONDAY, MAY 17, 1965

U.S. SE T,
CoMMI-rr Ow FINANCEm

Wa8hington, D..
The committee met, pursuant to recess, at 10 a.m., in room 2221, New

Senate Office Building, Senator Clinton P. Anderson presiding.
Present: Senators Anderson, Long, Douglas, Hartke, Williams, and

Curtis.
Also present: Elizabeth B. Springer, chief clerk.
Senator ANDERSON. The committee will be in order.
The first witness this morning is John F. Nagle, National Federation

of the Blind.
Mr. Nagle, we are very happy to have you here.

STATEMENT OF JOHN F. NAGLE, CHIEF, WASHINGTON OFFICE,
NATIONAL FEDERATION OF THE BLIND

Mr. NAOLE. Thank you, Mr. Chairman.
Mr. Chairman and members of the committee, my name is John F.

Nagle. I am chief of the Washington office of the National Federation
of the Blind. My address is 1908 Q Street NW., Washington, D.C.

Mr. Chairman, section 309 of H.R. 6675, now pending before this
committee for consideration would make it possible for certain aged
persons who have some social security coverage, but not enough to meet
the minimum requirements under existing law, to establish eligibility
and qualify for limited benefits under title II of the Social Security
Act.

This special provision would liberalize the eligibility requirements
so that certain elderly people who fail to meet the work requirements

in present law could still qualify for benefits on the basis of as few as
threb quarters of coverage.

We approve section 309 of H.R. 6675 and the enlightened concept
which this provision embodies.

We believe that the provisions o f the Social Security Act nmist 'fre-
quently be reexamined, and when special circumstances justify, when
legal provision defeats pogram purpose and benefits are denied to
certain persons economically and socially handicapped by age or dis-
ability, then the law must be changed.

Section 309 of H.R. 6675 recognizes such special circumstances and
makes such a change-and, because of it., men and women now pre-
eluded from social security benefits will be able to qualify and drauw
benefits.
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We urge this committee to also consider the sp ?cial circumstances
of blind persons now denied disability insurance benefits because they
failed to work long enough in covered employment to meet the 20quarters eligibility requirement.

We ask you.to liberalize the disability insurance law for blind'per.
sons by providing tha~thyriay establish eligibility for benefit pay.
ments when they have worked six quarters in social security covered
employment.

lor this purpose we offer as an amendment to H.R. 6675 a bill-S.
1787-introduced by SeiAto'Vane l artke, and cosponsored by Sen.
ators Dirksen, Morton,, McCarthy, Ribicoff, Curtis, and Williams, all
distinguished members' of this committee and also cosponsored by 35
othpr, eually dist nguished Members of the U.S. Senate.

'Mr: Chairfan, S. 1787 is identical in all respects to S. 1268, which
,was offered by its long-time supporter, Hubert H. Humphrey, then
sexoi-Senator fro Minniesota, as an, amendmnt, to H.R., 1186 ' on

JSeptASMbr-8, 1964 when their Senate was considering social seclirity
matters-and the Humphrey amendment was adopted by the Senate
by voice vote, with the record of debate indicating no single voice
raised in opposition.

But as you gentlemen well remember, Congress adjourned last year
without reaching agreement on a social security bill, so the advantage
gained by Senate acceptance of the bill to change the Federal disability
insurance law for the benefit of blind persons was lost-and we areti'ying again with 5.1787.-

S. 1787 would itfike severhlcl)rnges in the digability-insurance law
with particular reference to blind persons.

First, our amendment would incorporate in thd disability insurance
tash benefit provisions 6f, the Social Security Act the definition of
,blindness: which is generally recognized, and used throughout the
Nation,

This definition, alreadyIncludedi in other Federal laws, Would pro.
vide an ophthalmological standard for determining -blindnes; for

-,example, blindness is central visual acuity of 20/200 or. less in the bet-'.ter eye with correcting lenses; or visual acuity greater than -20/200 if
-acompanied by a limitati0A in., the field of vision such .that the widest
diameter of the visual field subtends an angle no greater 'than '200..,,, Then,, S,1787 wal4 permit u p~orsn whooe ,yisual impairment, is. aud

as to contitutr blindmess in ac.rdanoe with t e'tbrii of this 'defntion
kind ha.Worke& A soQial security coveredd employment forisix quaitbrs
to qualify for disability insurance cash benefits under the social security
Spro.,.a., andoto:contiue eligible for such payments so-igng as the
disbiltyof blindness lasts. ; A.. r. Chairman, the objective of S.,1T87 is to make of the di~bilitv in-

Iyurance program .a. true insuran program for the blind--4for those
,,who are now. blindjfor'those who.,l e~me blind in, the future.-

. 1 787 w.ul&di ¢ndktio te , trig6tt, receive disability, payments,
and the rightto continue toreceive theon,,upon the existen and the
continuing existence of thq'loss ofsight., -,ur al*nilniig .rop.s! recognizes thkt the severest ofall the cnwe-
.qinces redtig from the occurrence ofbliodness in the life of a work-
ing person is not the physical loss, the physical deprivation .of sight
but rather the severest loss sustained is the econoni disaster which
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befalls the newly blinded workman, the economic handicaps which are
a consequence of blindness.

It is these consequences-the abrupt termination of weekly wages,
the diminished earning power, the drastically curtailed employment
opportunities open to the recently blind d person, or to the person who
has lived a lifetime without sight.--these, and not the physical absence
of sight, convert the physical disability of blindness ifito the economic.
handicap of blindness.

S. 1787- would provide a partial solution to the financial catastrophe
which results from blindness. It would provide a floor of minimum
financial seurity for those who must learn to live again, to function
without sight in a world of sight. _ I ' • :

S. 1787, as Federal law, would redulce the competitiVe disadvantages
of sightlessness it would provide a continuing source of funds to meet
the extra "equalizing" expenses of functiongingblind,'in a sight-ori-
'ented society.

S. 178' would bee0f i m neaswurable help to the worker suddenly con-
fronted by the devastating effects of bllndness-the: disouragements
of protracted unemployment, the despair of an expected lifetime'of
unemployment, the shocking loss of ifidependence, the hurts and hu-
miliations of dependency.

S. 1787 would also provide minlmumincome security to the emjiloyed
blind person who has lived for years or for a life.me, without sight-
for such a person must pay an extra, price "ndolliars aid cents when he
Works-s a lawyer or piano tuner, as'.ateaeher, salesman, or factoryassem bler.- , : ' , ' '., , •:. . . ., . ,

Mr. Chairman the usual blind person-with average abilities,'with
no' particular talents or training-such -a person works when jic can
findwork'but, he frequently is the victim'of th inexorably law of

'life for the disabled peion--last hired and first'fired;',afullyem-
ployed, when he is employed at all, on j]01s wIth the poorest pay the
shortest in duration-jobs which are now being r~pidlyaitomatd out
of exiistence.

For this person- the usualblind wrker-the 20'qttrtet6 eAizfility
requrement in the disability, insurance law- makes the tprotio' of
disability insurance unavailable to him, and our proposed 6 quaiifrs'uirement would be much more reasonable nder the c tanc-
uer. the .peoial circumstances which confront SUCh a jrson.•

Mr.'C -Chrman and, members Of the, committee, We 'f thi -f NEati6ioa1
o Federation of th6 Blind believe that the; social security't M raii' which

.•Are intended to dimiisth adverse eeonomi and ocul consequene:t adivancing years o* disabling impairments must ,ievei be onsItJeiel
fixed and hilpexible in provision, for suph tiiditj nav*defeat tNh.- to . ..... 6 .. . ." .uh , 'J ' •v : . ..
poseO be sved b such programs, while flexi~ili. f lPproih and
;adjustment of provision to meet speell ciiir mst& ma'ty asire mfl-
llllment; of such purpose, hedinutlonof th h 16h ! xhdp abf h:iht-tiches of older ard, the - aiud, dis of'
tage-ofdisubilit,~ ' *~,j.We ask this 4 ithuttee and the 'Congre s, th~refore. toiiberalize 4Le
debility insurance law for blind, pergns, frth& beritflt Of!pcd-n
who'may'beohe blitid..

0.: -Xler eistng law, a person fust uwok irred
employment fo, at Ida# 20 quartersto establish I f'6ibliy
insurance cashipsxumtaj I s
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We ask you2 to approve S. 177 ordueti uireinentl'o 6
quarters, in order that~ tho benefits under the -disability is rni

,.prograba, may be more 'eadily~rwvilable to more persons when blind.
niess oc6curs; -in oitder, that." blindqAprsons, unable -to nieetl'he. presnt
tquireiment of employ rne~yt for A, years in coyerd work may. be able

Itioqmatlify fot~beimefits under the ctisibility insuramice program.
,.Under existing law 'and pitc'tice, persons who are disabled wid

earn anything but the mieageret income are denied, disabii 4 y Junrance
.. ymnients, Aay y:Are considered mno longer sio(icioiitly disabled -and

,*fti refore'no longer quxalifled.
Ulndr e~isti~n )aW -nd, regulation, it is not. enough thiat apotn

is severely disabled, that lie is unblo toget.a Jol) because he is distihied,
I~t ulify for disability. insuroico, 1fauh paiyments-h~ms ~tbil

.4 iysoal inability to do a o~oqilf for such payments.
W -akyou i~ tq:oiange, tis tal Mow persons whlb are 'dsabled -,by

"blindhess to qualify for disability benefits upon proof of.blilidness and
to continue qua~lip, d so long-AS ti11y rema1fin'blid; td w6ntinue qualified
to r~oeiyo benefits even, tbho1gh: they. tire employed,: eveon thotigh, thty
(r e~i4iing, in ot'de- that disability .nuac~11yuft maY) al
0llo to themol to tiffset'the extreaequahi'4ing" bxpbnse,4 incurredin living
and competill without SiWhi in an onvironmoi tgearodto sight.,

An4, nqW% , 'r. hQiirn 1 would ike to -speak1 br'iefly of Reveral
other provisions of 11.1.8675

Of course, t~e* National. Federation of the Blind still vigorously sup-
ports hospital insurance benefits -for- the aged under social seckirity,
and we endorse the provisions of 11.11. 0075 which would establish such

aVeare regretful, however,' that 11..:66 does not extend- tho pro-
posed hospital vAre protection tndistbility insit'ante, lft~liciaries.

Since their 6hiln for, paymkeits most be -based 't~ on thb oxistente
(f1 a mexilly determinable dlisability,!theoy.geinly nrdo indeed of

freuelt,. or even cippstaint, 'medical 'and Iostital catre, wee e
and women who reach retirement age may still be robust and'wel.

.Disability insurance beneficiaries, therefore,, 'have a .griuter' need
%than Ao thei elderly for -a- social security~pr'~fided health care pro-
gram. u.bp-hm h,'.~oisC,

It, is, pt lft-whnlvproposed hohpitall 'isfor' the A d
progr-p;am ha bpon in operations fr,,..a reasonable length-of timo..,"Vnen

j-,xpq1,on4q ,haw replaced. oiepectIatkn, atnd, when-Admands -Itpruh the
R)rogran1 are 'known and: costs can ibe ;adeu~rto1y.' ddtdrniin'e"J-the~
it jo our hoppethat tbisooxmnittee, id.Q6,ohgres will congider'ex-

~ ~ osptalbeefitsip'rovigions odf :IL.R. 08'15to irmoludoe, Mis-
tq py m uncbeeoirios... .,r,,, - ;.1e NRmtiorird Federation, bf, the 'Blind '1ian worked

& i ogrs _d Cnres to seuepcially -designa~ted;'Feoder
funds t h he Ste innieetitigthoburdensome cbsts Ofp~rovidt~ng
the neddy blinid. wi;th adqu ate~medical and hospital paite.

'J~hee Nre wevgrousW endorse the ~poisions of'HWRA645' whi6b,

.Tederill money fotr medical and hotpitaI 'bills-wbuld- tx mwde 'aailo
to flibliq' assistance recipients and to the medicAllyindigent.'

WQ believe the'-proposod. new 'title XIX is -mdsthi,irtn,6rt
W1d ,4tutfiljy sorvq to: separateFederal puihi3b tule~nby
it 6w patt#, one, for alid, and the other for medical. care.

, 11890



SOCrAL SECURITY

Such separation would ,prevent. the States from lIwerirg their aid
payments in order to match'the Federal contributions for medical care.

This much-needed reqtirement would thus put an end to the p'a'tice
of using over-larger portions of P edoral matching finds in public
assistance to pay for medical care, rather than to ifieyag th monthly
aid grants of unfortunate men and women in need bf public help. '
I The National Federation of the Blind endorses ,tmhu proviaiohns "f
MR. 66765 which woiud increase the amount Of Federal participating
payments in the public assistance titles of the Socia Seourity Act.

I31t, Mr. Chairman,- therm is'no requirement-inthe bill that this addi-
tional money be passed on to aided l'ecipientsto be avaiMble for their
use in paying rent and food bills.

Section 405 of IR. 6675--entitled "Ofititonce 'of State iublic
Assistance Expenditures"--is called a pns.,'on requirement., hbut it is
hardly that.

Section 405 does prevent the States from substituting tho,increased
Federal public assistance money for Stateomony in such programs, but
it does not assure that monthly public assistance grants Will e raised
by the aiount'of the larger Feceral share in such payments§.

We request and urgothis committee, therefore, to-amond H.R.O075
so as -to require, each. State to Increase the monthly grant of aid to
every recipient by an amount equal to the Federal mrease, then, the
added Federal dollars will be available to the needy to meet always
rising daily living costs.

Tihe National Federation of the Blind, endorses section 801 of It.R.
6675, which would increase benefit. payments for retired and elderly
porons under title II of the Social Security Act.

To the retired elderly, this increase will be available for them to use
if they obosetolo io,'t6 io~ thew1osts' f. patiiipatin i the proposed
supplementary hqulhh insuraneebouefitsplan-"whioli e eaodolse--and
their already inad quake social security payments mill not have to befurtl1' itucd'tO et' lns now, though very bneficil, expense.

--To the others whoreceivO Iyments undersoeoal seourity--depend-
emts of retired persons disability insurance beneficiaries and thoir
dependents-these people, too, wil gain by the increased!benofits pay-
mernte provided. for. in'seot-ign ' $01 of H.ft, 6075, 'find Oabeuse-df the
proposd in easoC , hJey willib ale-to,-iv6 with, a greater measure of

ecenoY, dignity an daequaoy,. r t, ,
I nk you, .hoirpnn,.Ior tlds'opportunity.to present these

Vlews,
Senator Lofo, (presiding), Thank:, you,.;Mr. Nagle., We !willP cer-

tainly consider tho poikyou:haVG v o malhre. , ,.
Senator Anderoi-, ,
$Ynar s o u haven't made any estimate of costs jt

chng oprogr'am
' ?or iiWtanc, on tlie eneotio4 alone where you would-chango to 2(-

'200 yardstick as a measut' of blindness, twoul, .thatIbe lather

-Mr. NAar Idon' know wht the cFst is,.Senator., Ifpresume the
Nlepartino ta1 'OQple ean supply that intormtion-to theo ommnitteo. I
have alwayscoisl oed .my i iknctmo to.o rn.inhoreowid talkabout
a Problem andto offer a solutionto the problem, andsiteems to fti that

47-140-865--pt. 2--44
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Senator ANDERSON. Then later on you suggest that they might mak
.hospital benefits available to the disability people whether or not thehad reached, 65 ... . .

Mr. NAorx. We felt that if this bil were to go into effect, and peop
who qualified under it, under the six quarters provision, were then to
go over to the old-age program at the age of 65, then it is conceivab'
•hat because they quality murder a limited, requirement that they would
not qualify for the old-age program, and, therefore, would have to
terminate aid in benefits.

Therefore, this is why we continued this beyond the age of 65.
Senator ANDERSON. That is all.
Senator WLLIAmS. No questions.
;Senator LoNo. Thank you very much, sir.
"The next witness will be Mr. J. Dewey Dorsett, American Insurano

Association.
Mr. KATwNo. ,Mr. Chairman and members of the comihiittee, may

introduce Mr. J. Dewey Dorsett. I am appearing here for the Amer.
ican Insurance Association. Mr. Dorsett is the president, formefl
was the chairman of the industrial commission in North Carolifii
which administered the workmen's compensation laws there and was
.the national president of the Association of Workmen's Compensatio-
.Administrators.

Senator LoNe. We are very happy to welcome ydu, Senator Keating
and also your clients.

Mr KkTxro. I will have nothing more to say which I am sure is -
sir p rise, to this committee.

Senator WmLTA s. We are glad you are here this morningg,

STATEMENT OP Is DEWEY DORSETT, PRESIDENT, AMERICA
INSURANCE ASSOCIATION; ACCOMPANIED BY"KEN TH R
KEATIG,- COUNSEL;* AND -ANDREW KALMYKOW,, ComtnSE

Mr. Dornsm-r. Mr. -Chairmau,-Senator Anderson, Senatir Wil.

Senator LoNo. Do you have prepared statementIt,
Mr. ,DoSiM. Yes,- Sir;4 I do. ' 1m' am,"0utely aware 6f tihb hinita.

tions. Ipreparcd an eight-page statement with exhibits, which has
'been submitted to your committee, and I Ami re'th6tVit Will be inI.
.corporated into the record 6f tha e imp6rttnt heirihigsf,

Senator LoT o. That will be dqne,.,
!o' .Ddt s'*Tr.So, 'teadF 0f.:,sjfjg 10 'WnUte , With' Y&",pek'i-nis-
son,Ihop e only 5'I'w ill suhim ias beliefs a b
to do so the important points covered in th fll N tA6f.i t.6 .SFirst, a-yoU kmow; thlg0insugtf orange ilaniea writing all lines of
-casualty and property insurance, including worhmnen's 6ir2 entatioh,
.are vitally concernd in the effective 'bperatioi tof our Sti i .'s Wbrk.
:men's coipensaion lws.,

We and many ?thers'arm firmly convinced that the 6verl1a4'#,0 Work.men's compI~enston and siiai society benefit tsint lbng enldure

without serious damag6'{tothb State's W6lkmn's' p niation~stein.
As41-matter of fad, Ithink itha-' the s6d f "fde .dltitihi it.

•.This graveimpact on Wbrkmen' abt'pdnatni ,.l be greatly dg,
:nified by the expansion of social secUrity disabilit-bnelitCproidd
'forby section 803 of H.R. 6675.
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Second, the history of how this overlap came about is documented
in my statement I

What is the extent of the duplication that so concerns me? Again
this is covered in great detail in that statement.

Senator AxbERsozf. WHer% wbuld it bein the statement I
Mr. Donsew. Beg pardon?
Senator ANDERSON. Where would it be in the statement ?
Mr. DoRnWr. The statement, Senator Anderson, is eight pages long

and I have endeavored to cover that with the figures and the exhibits,
the exhibits that are attached to it.

Senator AimmRox. I just want to see your figures as to how ex-
pensive this is.

Mr. Dousmvr. Bog pardon?
Senator ANDER6604. I just Want- to see your figures, where are the

figures that you have spoken abOut ?
Mr. D0R§*,.. On page.4.
Senator ANDimsoN. Thaik you.
Mr. Donsm'r. Some have endeavored to minimins 'the size of these

overlaps. ,This is done b measuring the area. of overlap in terms of
total social security disability payments. We say thatthis is not the
proper tests. It should be measured by the extentto which workmen's
compensation payments are duplicate by -social security disability
benefits.

Using the most conservative figures we estimate that in w6rkien's
compensation cases Where payments of between $250 'And $300 nillion
will'be iade, they Will beduplicte 4 abilt p itaymei), under social
security. This i based on new cases o6irrijng during One yeiraiid
amounts to one-thid of all the w6rkmen's compensation payments
for disability.

I emphasize tht4 our figures, in my judgment , are cons rvative. 'If
we useth data contained in a publiCation of t 6'"SocialscuritY Ad-
ministration ielf, the, size of this duplication might r h Well over
a half billion dollars.

What. happens, under current benefit Scales In tfe 'as of 'a nan
with a ,-wife, and ,two children, the comb d average socak security
diability benefit and workmen's .~~p ion equal r exCee*,take-
home pay in all but one St. To me tht is so 40daintay un-
sound that we make pgreatpintfit,.

With' incoa~ed bewft ne t 1  ~a 4 n olb
exceeded i, att The s m' na that efforts ,t rehilbiltajion andthe incentive to return to work:, Iuman n'nture being what it iS~i'i
are basic goils in -411y disability 8yst UM, 4 '0i4 mp OWly lost,

Discouraging and thwarting rehbI itat ion is bad eno6Ugl bt this
duplication.has:another.q ally serious and sooially ,undsirable im-
pact, It impairs, in my jugm enti, theWhole workmen's eopmponsation
benefits struotum,, .Pupieatmo nof wor knen'k ompensati6n by. sial
security destroys the icenive .for our Stain's to inrea' these heh-
flts' and this inevitable 'ohnoieence affets all workmen's cnpet tion

en dytoia s' -aheo t ar de $avl e al. itn tyer f!t.

duringthelgislativesessions this year. ',. - ,
As you will find set forth in my statement, a provision precluding

any duplication of benefits was contained in the social security dis-
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ability law as originally enacted by the Congress. Social security
spokesmen have suggested that the present problem might beicured

tby deducting security benefits from 'our workmen's compensation laws.
In my judgment, this is not the solution in terms of continuing and

preserving the State's system., It is difficult to contemplate the main-
tenance of the whole, on proper benefit levels, State workmen's oom-
pensation systems to take care of what will eventually be a marginal

,area,
If workmin's conipensAtion should be destroyed, we will move the

clock back 50 years to the times when the only remedy the injured
workman zhad was an action at law uncertain as it was, forldamages
based on proven fault on the part of his employer.

Let us not overlook the tremendous contribution that insurance com-
panies have made over the years in the field Qf safety.

Since the enactment of workmen's compensationlJaw fatality rates
have been reduced 77 percent, and the frequency of injury has been
reduced 81 percent. This, in my judgment, is remarkable'record and
one which cannot bp jeoparadized..... .I

Unko ovial security, insurance carriers' rtes, as Senator Anderson
so well knows, are geared to reflect and to reward improved experience
due to effefiv9 safety work..

Nownay close on a pleasant note. ".
•We are pleased that HI.R. 6675 recognizes the wisdom and social

desirability, of avoiding duplication, by providing an exception for-
medical caie furnished" inder workmen s compensation laws.

o who recognize the existence of duplication-fle duplication
,problem-have recommfendedfurther studY. We believe that known.
facts already amply justify restoration otheoff etat thb present time.

We SuggeStd language, and I hope we have n6t beeti preumptuous.
in thiF instance for such an amendment, whih could be incorp ted
into section1 )3 , iA_1&tta6hed 'toiyyp epared .tstmeiit.SShiould j be determined ' .1Wdvor, that this study be uideqtaken,.
it is ssentiti1," In dui opinion, thatt he ar a of overlap not Uc increased,.
pending its completion.

SWe tesp~tu1iy rg16  then: thatseki nO6- 0 f H0R. 66 6 be elimi-
,nht ''inipoM th; bill 'or thatthie b6ffset-f'fotmet's: conp.hs4ition,

inti'd 0 y ibeit t8 bdstored at'r was orginially-

1Gent[emenYthank youvery qnt h ftr thi pXIMle6 '.' ' -

Ththrd~ii.$q~istit1f Coal~d fa bt to f 4et~Wn' 'dd?[ Ot have6~l ith iu *ts I am ht , thhe Senat I:Kehtihg :aidM.

(The prepostatetnb t6f ,Mfl-Dotat'ollowitt '+

Bt~t~h4er w J I W guvrt f o*~') O1mDirAt or, Tiis' AunZ0wtoMr J N?OW

Mi'. Ohainibitn'6mbersof4 thb6- tnte i' ' i "
I :lv " Iif ldgewood; tN.J. My appeairaneb before your committee is on- tbhalf,of the American Inisurine Aw0catloa, of bwbih I am pkesllent. American In-
surance Association is a nonprofit orgnSatlo'n whose beadquarters are iodated,
In (4%w Y'k" *itY.' It Is" cibnporjid of 100 tocIA itaue - ioknjnniee irltlnk all
Ilne of casualty an atliO n.ety nUende, licludisk wOtkmehs compehs*tlon,insur ance, throughout the Nation. r:  

, . ", :

- ; , ~ ; -
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Our member companies are vitally concerned in thp effective operator of
State workmen's compensation laws with, rpec to whiqh they perfqrmr4 an
essential function. It is their firm belief, that thO 9NJItJY i1wreaee4d Qvqrlap Qx,
workmen's compensation and social security benefits uer the, provialons of
section 803 of H.& 0675 would have serious adverse effects om the operation of
the State workmen's compensation system, My remarks will be centered on
this one point.

State workmen'% compensation laws hava protected employees and their em-,
ployers for over 50 years. Last year the payment of over $1. billion in compen-
sation for industrial injuries was incurred and another half billion dollars In
medical benefits. Constantly the protection provided by these lawO has been
increased both in scope and amount.

jYet this progress is ,being hal ted and the whole system Placed in Jeopardy ,

by the increasing encroachment of social security into the field of work Injuries,
H.R. 66716 increases this overlap to such an extent that, unless remedy i pro-
vided, It may cause vital injury to the whole system.

A short rdsum6 of developments withrepe to social security disability
payments will shed light on-the problem facing State workmen's compensation,
laws today. The Social Security Act enacted In 1935 contained no provisions
for disability benefits. Such benefits were, first provided in 1966 for persons:
between 50 and 64 years of age, who were permanently andtotally disabled.'
At that time, the Congreeii wisely made provision for a w6rkmen's compensation
offset. By such "offset" we mean a deduction of workmen's compensation bene-
fits from social security disability benefits. Thus, no duplication of any kind
existed when disability benefits first became a part of our social security system.

In 1968, broad. amendments to the Social Security Act, were enacted. The
106.page bill contained a 1-line repealer of the offset provision., No adequate
opportunity for hearing was given to persons interested in workmen's compen.
sation and no opinion was expressed by such persons on this points -The bill
was favorably reported, on July 28, 1958,, the very same day' it was Introduced,
and passed the House :on July 81. It passed ths Senate on August 16, 1958.
after brief hearings. The House concurred In Senate amendments on August 19
and the bill was approved on August 28..

We believe that the repeal of the offset provision. at that time wasprimarily
induced by a desire to eliminate an unrelated deduction,, of veterans' pensions
which happened to be contained in the section., We seriously doubt whether
anyone realizedthat the Federal Government had taken a step whichcould lead
to the destruction of the State workmen's compensation system.

We are grateful for the opportunity at long last to state, our case. -'Until the
presnt hea.ringe, to the best of our kuowlege, no one Interested in the' field of
workmen's compensation has been given the Opportunity to-testify at either a
public, or private hearing on the catastrophic effect that this duplication was
having, and will have, on workmen's compensatlonInsurancem,, ,, -

Originally, the area of overlap was small. Only ,persons between, the ages of
50 .and. 64 -who had suffered severe disabilities, Were bligible.-Since then, thel
scope of duplication hns steadily been extended by statutory amendment, regula'
tionu, and court, decisions., In 1960,; te 0ongreps eliminated the age 50 requireP4.
ment; About the. #ame time, .- beralizedregulations Were issued, under'.whioh.-
nYt on)y the Individual's physical oodition buthis education, age, pnd-vocettonal,
hackgr6und were to be. taken. into consideration, lindetermiing tho existence -of
disability within the meaning, of the, Social Seo xrity Act (sec. 404.1502, Oode of
Federal Regulations). Courts likewise -banded. downirincreaIngly. liberalized
decisions concerning the existence of disability. ,

Asa reseit of these developments cases which would not. bay, originally, quail-
fled for Woelecurity_ disability benefits.are now granted ajent. Thus we,
now find that tu wany. cases where worknkon'e compensation administrators hav',
fQund only.partial 4isbilityi Ieeits for total disability. undpr social, security, are
bing- l*d;, -- study. byth Industrial commission in Florida tndicate thatV two,
thirds of tho caeea;where ,duplicatton :9cemrred bad -bee held. to) Involve; onlY.-,
partial d~sabihlty by the. eommis~n. .: hfithet, been true Ven .where the work
men's compeopation ratingbasbeen 26 or 80,percent of d1sxblUty,,: This: lncreas,.;
Ig sopaot . Yof ap has ea 4A,0-oncrn and, dtPcQ the nead for remedy.-- I - k t

men's compensation. Under the bill, It will no longer be necessary to show that
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disability must be of long continuation, or indefinite duration, or result in - death
It will be sufficient to show that it has lasted 6 months or morm Workmen's.
compensation would be duplicated in such cases beginning with the end of the
fifth month of disability., Thug, every, workmen's compensation case where total
disability lasts 6 months or more will receive duplicate payments under social
security. -

It is also likely that periods of disability which usually would end within the
6-Monith period would be extended to try to qualify for double payment.
Similarly,, periods of disability which normally would end after the 6-month
period would probably be extended. Social security spolkesmen have testified at
these hearings that their past estimates of the cost of disability have proved too
low by actual experience because the periods of disability have been much longer
than.they had anticipated. This would, greatly be accentuated by the double
payment.

Social security spokesmen at these hearings likewise have tried to minimize
the degree of overlap by citing the proportion of workmen's compensation cases
in relation to total social security disability payments. There is no question that
nonoccupational:disability far exceeds that due to'employment, although we do
believe that the figures they have given are substantially underestimated. How-
ever, this ratio is irrelevant In determining the effect on workmen's compensation.
What is relevaL'.ahd significant is the extent to which all workmen's compensa-
tion payments are duplicated by social security disability benefits.

We conservatively estimate that under the definition contained In section 803,
workmen's compensation cases In the course of a year, with respect to which pay-
ment of between $250 to ,$300 million will have 'to be. made, 'would qualify for,
duplicate disability payment by. social security. This Is based on an estimate of
42,000 to 47,000 new cases arising during that time. ThIA sum amounts to one-,
third of all workmen's compensation payments for disability incurred during the,
course of a year.

It is interesting to note that the Social Security Bulletin for October. 1964,
page 25, contains an estimate by the Division of Research and Statistics of
the Social Security Administration, that for 1963 workmen's compensation
long-term disability cases amounted to 75,000. Long-term disability is there
defined as total disability exceeding 6 months. This definition in substance is
the same as that In section 808.

We are not certain how this figure was arrived at and therefore hesitate to
translate* this figure :into compensation dollars. However, some idea may be
gained by comparing this figure to the ones I have just quoted. It would appear
to be well In excess of the half billion dollar mark. Possible duplication in-
volving between one-third and over one-half billion of our total yearly com-
pensation payments is to us staggering .. .

I We believe that dupication of workmen's compensation payments to this ex-
tent would have disastrous effects.

As the, tables, attached to this statement indicate we find that, cases where
duplicate benefits are paid, in the case of a man with a wife and two children,
average combined social security disability benefits and workmen's comPensa-
tion equal or exceed. take-home pay In allbut one State. This Is true even
under current benefit scales.. With, the increased behiefits provided by MR.,
6675 takehome pay would be fxceeded in all States.It can readily be appreciated that effort at, rehabilitation and the Incentive
to return to work are completely lost.in such instances. These are the very'
cases where rehabilitation is most likely to achieve results and should be under-
taken, but this duplication eliminates any incentive to such effort., ,

'Discouraging rehabilitation, however, is not the only serious adverse effect
of the overlap. Perhaps even more serious is its impairment;of the workmen's,
compensation benefit structure.- Duplication of workmen's compensation by
social security destroys the incentive to increase State workmen's compensation
benefits. . This depressing effect on the benefit structure has been -manifest even
with respect to disabilities foi which there is nO duplication. ,Injured em-
ployeesare thus penallzedi) For exampleat; the last session of the, Ohio Legis-
lature benefits were increabed only fdi, the-flrst.12 weeks of, disability., -ItWas r
felt that social security disabilitybenefits might before long be pr~lvded beyond'
thait point. In Iowa benefits generall,7were ihreaSed, but not fot prmanebt
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total disability. The latter are the cases where duplication is most likely, but
there would still be some who would have to rely on workmen's compensation
alone. It Is certain that the depressing effect on workmen's compensation bene-
fits will be immeasurably increased should section 303 be enacted in its present
form.

Social security spokesmen have suggested that if duplication is a problem
social security should be deducted from workmen's compensation. The benefits
payable under workmen's compensation are set by State legislatures. They do
not depend on the wishes of employers or their insurance carriers. As social
security expands, and the-rate of expansion is increasing in recent years, the
remaining margin payable under such laws may not be sufficient to Justify the
maintenance of a whole State workmen's compensation system to provide them.
Yet it seems most improbable that social security will in the foreseeable future
provide benefits in scope and amount equal to those under most workmen's com-
pensation laws. The cost of doing so would be prohibitive. The compensation
system would be destroyed without providing a satisfactory substitute. This
seems patently unsound but still there is considerable pressure to take this
course.

One State has already provided for such a deduction to the extent of one-half
of social security benefits and employers' pensions as well. Such proposals
have been seriously considered in several other States. These pressures have
been relieved by the hope of Federal enactment of an offset provision. This
prospect would be completely destroyed If section 303 Is enacted in Its present
form or if the offset provision is not restored.

Many States are presently considering workmen's compensation benefit legis-,
laton. Your action on the current measure will no doubt influence the action
they will take. We do not believe it is an exaggeration to say that the future
of workmen's compensation rests in your hands.
If workmen's compensation should be destroyed, employers will be faced with

the very substantial expense of actions at law for damages. Social security
does not provide an exclusive remedy. This would give rise again to the un-
certainties, expenses,- apd hardships, on employees as well as employers, which
workmen's compensation was created to eliminate. A good workmen's compen-
sation system is beyond question far preferable. Social security does not provide-
equal protection to the injured man, yet through duplication !t hampers the
proper development of the system that does.

Insurance companies have established over the years an outstanding record
of service. It Is their stock in trade. Prompt payment, - rehabilitation, good
medical care, full protection, all of these are provided.

Most Important, however, are accomplishments in the field of safety. If
compensation isdestroyed employees and their employers would lose the safety
service and incentive which workmen's compensation provides. Rates for the
latter are geared to reflect and reward improved experience due to effective
safety work. Social security contributions make no allowance for better safety.
To the extent that social -security encroaches into Workmen's compensation
to that extent is incentive for safety work reduced. . .

Since the enactment Of workmen's compensation laws, fatality rates have been...
reduced by 76.9 percent and frequency of injury since 1920 by 80.9 percent.
This Is a'remarkable record which should not be jeopardized,

We respectfully urge either that section 803of H,R, 6865 be stricken or that
the offset for workmen's compensation against social security disability beneflto
be restored.

SWe are pleased to note that In IM 6675 the wisdom o ttu offset provision
is given recognition by the 9xceptlon for medical care furnished under workmen's
compensation laws contained In seCtion 1862 relating to medicare.' Some whorecognzthe existence of a ,dup, Hcat~on problem - have. recommended further
study le ore taking action to eliminate It.- We believe that 'known facts amply
Justify restoration of the offset. Suggested language for sueh an amendment ia -

attached. However, should it be determined that this study be undertaken,
we deem It most essential that the area of overlap be not increased pending its
completion.

Should the bv~od dupliaction provided by the current bill be put into effect
the harm to the compensation system may be irreparable.
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5C UGESTED AMENDMENT TO PRESERVE STATE WORKMEN'S COMPENSATION BY
RESTORING THE OFFSET

Amend title II of the Social Security Act by Inserting after section 223 the
-following new section:

"SE.224. (a) if-
"(1) any Individual (hereinafter In this section referred to as 'primary

benflciary') Is entitled to a disability insurance benefit for any month or
any individual Is entitled to a monthly insurance benefit under subsection
(b), (c), or (d) of section 202 for any month on the basis of the wages
and self-employment income of an individual entitled to disability Insurance
benefits, and

"(2) it is determined that a periodic benefit is payable for such month
to the primary beneficiary or to any other individual; under a workmen's
compensation or occupational disease law of the United States or of a
State, on account of a physical or mental impairment of the primary
beneficiary,

then the total of the benefits referred to in paragraph (1) shall be reduced (but
not below zero) by an amount equal to such periodic benefit or benefits for such
month.

"(b) If any periodic benefit referred to in subsection (a) (2) Is determined to
be payable on other than a monthly basis (excluding a benefit payable in a lump
sum unless it is a commutation of, or a substitute for, periodic payments),
reduction of the benefits under this section shall be made at such time or times
and In such amounts as the Secretary finds will approximate, as nearly as
practicable, the reduction prescribed in subsection (a).

"(e) In order to assure that the purposes of this section will be carried out, the
Secretary may, as a condition to certification for payment of any monthly insur.
ance benefit payable to an individual under this title (if it appears to him that
-such Individual or any other individual may be eligible for a periodic benefit
which would give rise to a reduction under this section), requires adequate
assurance of reimbursement to the Federal Disability Insurance Trust Fund in
case periodic benefits, with respect to which such a reduction should be made,
become payable aid such reduction Is not made.

"(d) The reductions provided by this section shall not apply In any case
where the primary beneficiary is entitled to disability insurance benefits on the
basis of an application filed before the date of the enactment of this subsection."

Amend next to the last sentence of. section 203(a) of such act by striking out
"after any deductions under this section and after any deductions under section
222(b)" and inserting In lieu thereof "after any deductions under this section,
after any deductions under section 222(b), and after any reduction under sec-
tion 224".

Amend section 203 (1) of such act to read as follows:

"OIROUMSTANCES UNDIR WHIMH DEDUCTIONS AND REDUOTIONS NOT REQUIRED

-" (I) In the case of any Individual-
"(1) deductions by reason of the provisions of subsection (b), (c), (g), or

(h) of this section, or the provisions of section 222(b), and
"(2) any reduction by reason of the provisions of section 224.

shall, notwithstanding such provisions, be made with respect to the benefits
to which such Individual is entitled only'to the extent that such-deductions
and reduction reduce the total amount which would otherwise be paid, on the
basis of the same wages and self-employment income, to such Individual and the
other Individuals living In the same household."

Amend section 215(g) of'such act by striking out "section 203(a)" and insert-
Ing in lieu thereof "section 203(a) and 224".

Senator LONG. Senator Anderson?
Senator ANDF, tsoN. I have tried to 'find out where your figures are.
Where are your figures on this overlap?
Mr. Donsmv. On the exhibits attached to the statement.
Senator ANDERSON. The Social Security Administration testified it

runs about 2 percent.
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Do you agree with that?
Mr. DoRsm-r. No, sir, we think it is higher than 2 percent, and with

y ou r p erm ission m ay I -----

Senator ANxDE ,oN. Do you have figures to show that?
Mr. KAL1tYKOW. Mr. Chairman
Senator ANDERSON. Do you have figures on it?
Mr. KALMYKOW. We estimate it is between 42,000 and 47,000 of our

-compensation eases.
Senator ANDERSON. Just lt me have that again, 42,000 and what?
Mr. KALmyitKOW. 47,000, that is conservative.
Senator ANDERsoN; Insurance cases?
Mr. KALMYKOW. Workmen's compensation eases.
Senator AxDv.RSoN. Have duplication?
Mr. KArtMYKow. That is right, would have under this new definition.

And that represents compensation payments to us of between $250
million and $300 million, that. we will have to pay in these eases.

Senator ANDERSON. I surely wish you would have some figures be-
cause I don't believe you do have.

Mr. KAJ MYKOW. These figures are based on the amount that our
rating organization, the National Council on Compensation Insurance
has to represent cases where total disability extends over a period of 6
months or more. They have to have those records for rate computa-
tions.

Senat6r ANDFmiS6 . Secretary Celebrezze testified,
About 2 percent of the total number of disability beneficiaries that we have

now would be eligible for both workmen's compensation and social security dis-
ability benefits.

That is a vast difference from yours.
Mr. KALMYKOW. He compared that figure to the total social security

benefit claimants. It is recognized that occupational injuries are much
lesser in number than disabilities not connected with employment, so
one could have a hundred percent disabilities due to employment
covered and yet compared to total social security payments this would
be a limited percentageof that figure.

In other words, the important figure as far as the effect on compensa-
tion is how much of the total is affected, of the workmen's compensa-
tion total -is affected, by these duplicate payments and not the per-
centage of total social security payments.

Senator ANDERSON.'.I understand that. But it is pretty hard to
believe,-

Mr. KALMYKOW. As a matter of fact to indicate-
Senator ANDERSON. Did the figure you used a moment ago come

from the National Council on Compensation Insurance?
Mr. KAL.MYKoW. No sir.
Senator A mzasoN. What did you refer to with'the figures on the

National Council on Compensation Insuranc?
Mr. KALMY-KOW.- We based our estimate on figures they supplied to

Us.
Senator ANnDPIWON. That is just what I asked you and you said no.

Did the figures come from the National Council on Compensation
Insuranceome fi N

Mr. KAIMKow. Ye
Mr. Donsmr. All companies bscribe to them.
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Senator AND soN. I will have to find 'out 'where they got their

Mr. KALMYKOW. Their report is from all piembor companies that
write workmen's' Compensation thxboughout the country so they are
in position to know what the experiences and make appropriate rates
to cover that.

SSenntor'Ai ii'r. They are v'et'y cofnpetont people and they esti-
mate, do they, that, between 42,000 and 47,00 'cases would represnt
d~dplichtepymnents ih 'this dffitikn' put into'the law ?

Mr.KALMYKow. ThattiS eOF ,t.-
Senator A soNSON. How many ig it nv without this definition V
Mr. KALxYKOW. Well, It is h little difficult to say. They co, tem-

p late ,approximately half that flure. That is a rough estilmate at
th6 present hime.

Senator A nganov€. You. mean the iinlusgin of the new language
would 'doUble' Uhe nutmbr of casesM'"

Mt. IrA0nt *w. That is correct.
To indicate how conservative this flgue is' there is a publication of

the Social Sectrity Administration in the (October 1964 rustic of the
Social Seburity' Buillti thht estimates long-term workmen's compen-
sation dhses at 15,000 f6r'the'yei- .1963.

So that" h6W ho*'oonservative our estimate is. We aren't certain
how they compiled that figure but we do want to cite it to indicate that
our figure is a conserv'atiVe onh e. . 1 . I "

Senator ANkttsox;, Wouldn't there be those duplicate 'paymentsthen l-i those cas svwthout'the passag6, of 'this legislation I' What-
does this language do to that I

. Mr. I A'IMYOW. 'No., These are the cases that refer to 6 montths and.more of ttl disability. This is equivalent to, 75;o00 person is qtiva-
lent to, the eases that wouldcome underthis new definitionof 6.'months
and more.

'"Senator ANDftn09. You have a 6 montli s ad more ltngage how,
don't yoti, iin the law I'

Mr, KALmyXow. Not as far as the definition 6f disability is con-
eorned. Tht is Imerely a waiting peridd'provisiloh.,

Senatoi &xJDItRSON. Wll, yotur "definition of' disability is,'very strict
now.:, It must be something resulting in, 'death-ox' be permanent V

'ir. KATimYEOW. That is right. : ' " 1 ! - -
Senat r A rnow. It is pretty ha'd for a doctor t6 decide whether

it would be permanent or not, isn't it?.
Mr. I(ALmnKow. We havethtttevery day, because :
Senator Aititsom. I ifid myself in a gt rango position. I sympa-

thize with a' geat dehl of what you said about .section 803 generally
and I think there ought to be a 1rnitvation on what kotild be paid.

"What would 3yotir 'eaction be to an 85 'percent linmitAtion7 oh What
could be paid?

:.Mr. DOset,.: I 'r~ ~A liM by nature. _But' I Wti '.fraid Siator
Anderson, if you do that fyou are going ,to destroy the incentive in'the
f0-States tO upgx'.d ' their' Statte w',vn 'g 'comp si'itioN benefits-
thbiw hai bent prOg . Ande,ts you well:bkow;: in iesing
benefits to the injured workmen. I am afraid if yolt do thitYOU ,T
going to discourage these Sta'teo from doing n:Vthini'at oll fibout
increasing benefits amt1 that' i 'dAngt*se1i1 os.-A an Oldhand

6odtit SEMUITY
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who helped, 'administer, . law,, inqmy, native North. Cafrlina for:.10,
years, I don't want to see anything g' dne that will discourage the
people not only in North Carolina but New Mexico, Louisiana, Dela-
ware, and wherever, from increasing the benefits under worymen's
compensation, because I think in 1(0 yearsthat system has stood the
test, and has performed marvelously.

Senator Anprsow. The igurqeA yofi! got from t1h .National Council
on Componsation.Insuranlce are hnyour report here, are they?

Mr. KALUI0W.. -Yes, they are incorporated on pages 4 and 5.
Senator AwDx.xtsoN Pages 4 and 6 don't have any numbers in them

on cases 4o they?Mr. kEATING. Thop of page .
Mr. KALxyxow. Top, of pag .
Senator Axnmiso, That iso estimatee.
Mr. KEAnno. That is right; . c• g _ .t .
Senator ANDiEnsox. The national council gave th
Mr. KPAwz[o. That stated as an estimate, that is right.
Senator Awmso. All right.
I have been hoping to got some figures on this for a long timalUb-

cause there must be some available statistics on it.
Mr. KAIJITow. The reason we say it is an estimate is b ue.rnse it

does not include any partial disability cases that may be held to con.?
stitute total disability by the -'Pial Security AdmnistratioI

It includes bnly th cs where total disability has exceeded a priod
of 6 months or more. It includes, of c6ursepartial disability cases
w1lich, subsequent to the penod of total disab.lity may b me prtia!
and some permanent condition' ma contmues, but all these are cas
where according to records total disability' lias exceeded -6 months or
more.

Senator WuLu71xs,-Mr. Dors6tt, in-line -with the questjpji g of
Senator Anderson when the, Oecretary was before the 60'mM" it
I requested that th eyfurnish toourl con ittoe .& report similar to
wht you ha0v done here showing their estimates as to how the filgr
would be, 4nd I am dvised by the staff as yet they havenot -n
able to get those figures to ether but 'they will be submittiW9, 't 6
to the committee anNd,.Mr. Chairman I would like to ask that they
printed at this point in the record also and .am asking Mr. Dstt
if when they are printed if there is a difference between thir estimates
and, your estimates as included here today and you wish to Mnen
further that you would do so.

Because I understand this is--i.-both of you have to take some esti-
mates into consideration, certain factors but they should be reasonably
close when you finally got down to the figures, ad they xray b;

Mr. Dontwrr. We will be glad to comment and whatever ,other
pleasur of this.committee it is.

(The information referred to follows:)
(The Com ,issloner of Social SS r ytY bdqitly 0uiki'tted tJewin ateial on thi subject. Tis information w'as not received

in sufficient time to allow the American Insurance Association to sub-
mit comments thereon before the hearings were sent to press.)

The table previously submitted by the Administration, which ap-
pears on page 151 of part 1, is reprinted here for comparative pur-
poses:

908:
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Do to: .may 200. 100
geworaniduin from: IWrt W: Bell,' Oonintseionor of 8ea euiy
Subject Corienrent eligibility Uhder workmaen's cojnpensannd social secu.

Thin mello, 066dum Is chcern Od "with -,;1foktorn11 on thle"fxtent 'And effects of"
concurrenit oligibility under'workvaen's compenpation' ah~tpbclfl security.' In
prticula 'r. It will commo~nt -oh twvo fblod, "entitled, "PupUdqtjon of WorkmeVn's

C ' station Dtsability Benedi b* ocaoc4160rltY Tioeitif in Hl.((7, u
Ailtol'n My W1VI i 1 T.')oWeyVorROtt' r6 reiseutjvg tbt Aniericau, Inaur.at~e Aimociat I onj 6h d o umlatr tablo' shlbto td a i requ 'f' onitor-

101111 J. Williams -of Dehawaro, by, the -SQVIol 11!urlty AmInlitiat Ion,r o Alo submitted. 4by tho Rodial,0ec"1lty.' Adilisittion wall, n' tccrd.
wihSnao ilim"rquaau'dto and somewhat -modified Vvr-

sion tit fttb t ant the chamber QoonWem a"l WOAranged to hatvd Or6 At-,
th6 updated: tablo took into, icftunt1 ovg te'tngcinu thathave
occurred In w6rkmeVs ,olopenaAtIOth.left~lv 6"and, IncrOa "1 qfol sootUculd
tity Whitt ht'%wqtild be roivtded InH.~ 05'The tAbles p 6 'r by, Mr'
iPorsot2 spmrt be 6Atiwlar to, the'hai -,*e Oft'eomiperce tabl bt,* lke_ 16~
tibl prepakid-b* thw SIFIl -ecuritY Adnrultratlon At 'the reqUOSt'f enhtor
Willians, containn vrlated iJ6rmat i.' Ii 'nil lot -the tables': the b~nefts'pav.
abloe under both Programs (so6iW security -'nd I w~kinen O' compensation) , WA;'
worker With, a :wife, and -twd childrenvato -compared with his tbikoboin6 1-iny
(gross wages loe certain awsmned Incomettaxos and, social, security conttibu.*

The roplftcomentperentages hion in the-thblo updated by the Hoetl Bocurity'
Admniitratton.-that is Igthe extent, to which the asnualed -combination of soiat,
ocurity diaability beOWit and -work mon's 'com pousat Ion payments -would, replace-,
oarnins-.-Ifferftrom those -shown in. both 6t Mr; flotstt's charts; and the re.
p )L'eiuent powcntagea shown on Mr'. Porsett's chart r differ 'subst antiidilytfrom,
totqo shown on his chart 11- -T he differences dtonot, atem' ptimailytrom diff6t.'

ent assumptions as to averageearnings," as wan implied by'Mr. Dersett in4his
testimony before the committee; rather, In the eiAse oflboth charts Ian Ite
stem from different assumptions an to, the beriefits that would ibe Payable undor!
workmen's componsatio%,- Moreover, the social security dIsablilty benefit amounts,
uwd [it chart -Tdifer from those used by the Social SRecurity, Administration,- -

1,It wouldiseemn. appropriate to calculatosocwlal security benefitfor a worker
with. averageearnings on the basis. of an average figred over thek period -after,
1000, excluding 0 'yearth-rather than on an average based -on cuPrentearnings.
The. Average social security. beneitrate for, the disabled- worker. families ,reflect
gonerally,,parnings averaged over. this 'period.' ---The otableupmated .by, the Social
SOcurltY, Ad9ImInit rtioh and )Xre foroett's: chart It follow ,this method ; 'they'
assmm that: the, oxtal socnrity- beft Wpayable-t0 the family, 0 fa .itsabletl,
worker ,with s.vorageearnings, would -e, equal to the -average family-. soiaW
ourity -monthly-disability benefits ($100),, ifOn the other hand, as far as we can
determining Whart I Mr. Dorsett OoaIputes the ' average social security Usbilty;
beneft that would be paable to ,the worker's family on the baoeiwof his. most re-A
cant eArnings. %1'biu requite In urealiatleaily bigh oclalaecurityv beneftla sinc*,
the, most recent earnings ean; be expeted. to, bo higher thanerngsvrad
over a-relatively longperiod, :Morever, Mr. Vorsett. assuMes that the WRXIM~uuw
Rocia141 rty dsbi yfml benoft would- be $7 ee "y-tbe wa I m
under lill. 0076 1~ 4asOd. vi aV~og earninga)PU~ $4 00. This, ainouint will, not,
becolo POyable untill,at -the eATrleati 10)70: oenthen -It volitbo- payable only SIn
easesOf we1Yrkerswhpf arediAbWeA. whea tjiey are o older tMan 81i anidwho
brave, (arnm3 $5,00 r moro In each year beginning with 100 and upuntil the
time their,,d1Oabilit1tee -or.,. (The ruaxtmsum - ciaV Oeeuri1y wely family
beonofit imyablo iii I1)6(nde ' 1141R,.6075 will,'bo' $%0;Q)

111 tm A1104414 .%Pdatedby the, SooaV Scurity AftInIstratIm, the, wortns
eoAnmpe.kkssor benefits tbfkt wvepo as~umeld *to he paYAble .wore thone that ' wouldbo payable for permanent total diso i ohof r'Prst'chtsue
Resfthe wor);men's compensAtion benefit the mwaximuz workmen's Compensation
b)on~flt payable for Wompoary total dIsabilIty. r.~,

Tinrleft tht avers gq earnings used- by the Sociat Reeurity Admintitration a4e the 1DM'
average wlIgo, Wavrg vin employment covered by unemp loymovit cow pen p tie n.t r.' Drsett

Cumd t in moun 1 rverag eky earn I paid .0 employees entitled workmen'.'
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With respect to Mr. Dorsett'e computation of the workmen.g 1# q~pp a~
benefit anmpn4a, tho fOllowlng , pbevtq_qpi TetIA~

~, W~I~6r who~w~lf~ ~.l , ie pre~gnt Wolal4K rky 4qjfipiQp qrp, fl'h
more likely to be reeiving workmnen's compensation b~sed on permanqp -an~total i4itytwo ep~ p1 ~iiI Itpughl the, pjqture, w'd

ta disfjii r 1pwo po ft t~t~ ~te~r y totjp OPn'h , I es ha iii JjfL ( A P a -ap4 , '1~ e e '~ c .,w qtp3Iher 1't aI dI "b,, rit~ -,lipt teIa .~,O b ea4 9q lp1e P4.. tnQ*
~ tbo~igh ~Ir.~orsett 1p&bewrie 'pup4 l Aereel

teaivmh ~mm ur04 U ji5Dit ( tar,.e ws.rppje, qhexap r tore.-o lqi
thatlqn vo 4Pe~ lith ,V)e- p At ofi $0,Qwrnq v*A, J~~ ok~in~
tq eetfr;pmjt n-o 'eprary total difslatypdl, t tl *10

tumbe heyy ou~ld~ b0 aotlkm $10 welcymTus Opev~k~. pl 1

.ATe wrken' -Withp.naio bne-jAyf :$",w o~w~l~.Pretsc
prcensto enis ofe workmen'st, eoresto eei bs4 h vrg

tableql ndr, heaailwfrtmoayttllablyanfopeaet total.1kadimiiblity. n -, -9j e m oayt

Inthe swfi are iit numbe o t htQ shoul-_ be atO wit respect et 1 lofth
w6blda-tl two submitted, by: ~~t.-hW J.O Dewy orset nbhaf fth Ar
Isuablne Asoctio andythe aone pr_1epadcl by th oci Shec~rkity~u. Admnista
tione4to urkat theow chambe ofcomrc abet'O

Temsty Admpnisratontittetante table, andl nt$5.0ashwInM.Detos nlyasni,

frclo percento the penns:soplwe whorcieihrwoke' compensation.bnd- aeoth ovrg-eocils sethiability benefids.eThis is tr for n the orts)in recuiyadmons
.'ireri s tble t Mr. Dorett' smals ovrlap been't wokne' b co5,temnaiuon pan

oal snefr thwav beneits. Te umber to disabt worke bnforie umnev theal

met aepresets no abots -tat h~old b'ercn ofd. wiall wotkewto alftire,
sall Ithat twoeduited, yI w s.;ke . Deeyi Drsettnef blts ueth'of tlheurt Amrcan
grimy are Asso 'an laehe owhe' readblltte 8ar nbt 'oitotAl buit also
ableo dat th orkme f olnesom'roetlsremd ppiaiyo epe
.iTheos hav torta t posaiti tat Abe dmt'I r~teotpeo (aboot '8 percent

less tlhn 6f Iornt anf therpeforle wnaffecedlv eiher 0815)n' omp fte diabitiesor
IwLhir', thouA pemaent, ae ovlap partlen,worin nycs Comensto vok-eated

dscil stles.- (Seeft'Te nppuA an of, Thialed 'orta.tene, "slmene'r thw
ProIs--r-tint6 ok atg 64Are~reiit 8'ntif ledn to -lla' Stemwhit'BI i re
extein. sof R h eeaurity dwoilr, telsvTh o.l -fsaton, velp ece.ae ts

2.llfi thata' in timtblewesi reclivong" 'to'dits, ed rer4scal'eeearingspm
avri'ae, earn Coabed bocia secuity bli~ntisit, avn *6rkmfly oibt al-
ebionl pamnts In d, o lmAkr~rseftt~, smaller p-Opohe6trt And earnig

8.le -the ataken's thetabensat based oi e t 5'utnp%10n that mofdieple woe
eihe thaee. eligile- dedisltensanon eu that fat6 o ttuch'br jro (at petsent

leA ha 0-hinlt an~teefre ,:,ec, bylllt 005 'o'b~"lablt
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erally remain on the benefit rolls throughout the entire period of the worker's
disablement. (Appe. 0 and D show the forndi lfs for computing the benefits shown
in the tables,) The fact is, though,, thatminy ,disabled p .rsons o. pot hav e .- ,
many as three eligible dependents anthat dependents' benefits are generally
payable under social security (and under.those State workmen's compensation
laws which provide for them) only while the worker's children (if not disabled)
are under age 18 (age 22 under H.R,6675) and unmarried.

The data in the tables also do not take Into a~Ount the fact that:
1. The wages of workers who have become disabled would very likely hiaV

increased (had the workers not become disabled) about 8 percent per. year on
the average, even if no' allowance-4 m49e for the possibility that the workers
would have advanced into better paying Jobs as their work careers progressed.
The calculations in the .table, being base4 on wages prior to disability, are com-
paring benefits with eari'ingo the workers had in the past and not with earnings'
they might be expected to have currently were they not disabled. "

2. No social: securitY disabilit, benefit Is: pad 1p the first 6 months of A s-
ablement, workmen's compensation laws ii maby Stbtes have maximum dollaiior
duration limits, and some workmen's compensation laws reduce disability bene-
its after a specified duration. Ub. computations ln the -table are based on'a:
single month In -which both workmen's compensation and social security dis-
ability benefits happIn to be ayab month In which the worker's benefits.
are highest under, bothprograms.: cilculatione over the period :of the Atg.:-
ability would; of course, show much different results witb respect to the replace-
ment of prior earnings than the results shown on the-'tables, (See app. ,); . .

3. Many workers,, had, they continued to be employed.rather than beconiling
disabled, would have fringe benefits.--. In suggesting the proportion of earnings
that combined' sodia security benefits aind workmen's compensation would re
place, the tables ignore the value of fringe benefits.. , ,

Attachments. A PPSWDIXE8 ' "

Appendix A. A copy of a tabulatcn' of distribution of workmen's compensation
awards for 1955-61 by ,year and- type.,, ,(ouree Natlonal .Co~wcilon Compensa-
tion Insurance.) This material shows that out of about 650,000 workmew's conm-
pensation awards each year between 500 and 600 were for permanent total dis-
ability (including permanent partial disability of 75 percent or more of total).
.Maj~or penuent partial award ,(25 to TO percent of total), amounted to between

15,5WO and.'17,500, ,wlth ,temporary total awards accounting for. almost three-
fourths of the totalnumber of awards.

Appendix B. A copy of a tabulation of the diotribution ot workmen's compensa-
tion temporary total awards by duration of disability., (Source: FTatello,
"Workmen's Compensation Injury Table" jnd "Standard Wage Distribution
Table," in Pr6ceedings of the Casualty 'Act0i4l Socelty, vol. 42, p. 140.) This'
tabulation shows the distribution, of timiporar total disability, awards under the
Sttie . workmen's compensation laws' ln 11i by diriati04 of disability, Of 08,944'
awards, only 842 had'disabilIties lasting more thora 175 days.

Appendix 0. A copy of a tabulation shoWing benefit rates aod minimum and
maximum benefits for permanent and total dis-bility under t workmen's com-
pensation programs. This material indicites the workmen's eompbseat on dollar
maximums In Weekly' benefits in'lhe'varlous State and thu StMt" Where there
were limits on the dUration or pttl beneftlpayments or both, (ource: Bull
No, 161, revised, September 1964; Department of Labor, Bureau of Labor Stand-
ards, tble 10.):!, 1 .....

App6ndix D, 'A copy of a similar ,tabulatlon showing benefit 'rates and mlni.
mum and-maximum benefits for temporary total disability under the workmen's
compensation programs. (Source: Bull. No. 161, revised September 1904, Depart-
ment of Labor, Bureau of Labor Sfandaiirds, table 7.)

Appendix E. A tabulation of estimated illustrations of earniige replacement
by workmen's compensation and pJ*lal speurity benefits from date of injury to-

77 ,,5- t t ,
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Workmots oompeneation cward-41 'Stoe and D1strkci of Oolumbla by /ear
•___ __ __ _ and type _....

Permanent Major ' Milor •
Death and total peria.e.nt p •q'Mr ent Tem ar total Total

disability' I MtAW_ -= Wia bity
Po11evt dlslt. disability i

Num. Per. Num-. Per. Num, Per- ~m Per- Num- Per- Nuam. Per.
ber oent bet cent bbr Wnt ber cent be, bent ber cent

6,198 0.7O 522 0 08 1585 851,2 13,24 71 '6506 10
58 .10 1872 2.58 1 1481,8

193T5.. 5.838 .82 492 .06 165,801 2.140 169274 24.89 40K,188 71:81 5 1 10
19m-59.... a .78 50 .08 15515 2.83. 163,881 4.7 69845 71 4 1C0

1" l. ,2 .19 6(4 .09, 17.,40 2. 189,816 24.89 '47537.6 03421 10

and
19-1..28,068 .79 %,780 o8 83188 2.83 M 9,79 r. 50 2t805,188 72.09 3,282,128 100

A Boopause in some oases a permanent an tU otaldisability maSy beClassified Initially 0s temprary total and
because some workers entitled to workmen's oompentatl ol Way have some impoirments that are compel.
sable and some'that are not compensable undertworkmenes co pen~lou, a small propruon of the worlkem
whose disabiities are alalslfied under workmen's oompeastion as permanent parlal or temporary tolsi

maWqaify for social security disability payments.1Poliy p-year1VS-0omitted because summaries for that year have not been made available. It Is believed

that the distribution of awards in 1930-0 does not differ significantly from that In tho years listed abore.
8Petmanent disabilities rated at 75 to 100 percent of total

-"Ma pertmaont" meal permanent pirtial d bilitles having Feverity equiv lent to approximately
23 to 78 percnt of total.

&"Minor permanent" means Peimanent parial dIbabliliib avlnx severity equivalent to less than approx.
Imately 25 percent of total disability.

Source: National Council on Compensation lnsurnoe.,

APPWEIDIX , I.

Workmen's ooinpenMaiont, injury table.-aMfbi i-VI

Oommutation columns

tier of

0)

ofool, (2
upwar

Day' disabilityastl col. (I).
an, over

I Duato

.,Duration(days)

(1'I).

Temporary total disability

'/o;(2of 01,. (2)
upwar

I..' ,

Days' disability
ltig col. (1)

OZSQI over.:
• -(4)

Nuin.
ber of

e()
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Duration(days
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AppZN-Dix C

TAmz 10.-Minimum and maximum benefits for permanent total disability

State

Coordo

DabM __ _------

Iow a ... .-

Doidawlfolm~a.

MaXXiMum

66
65

60

663M
M=z
GO

6
1550

60

6O

Maximum period

400 weeks. (For %WOO types of

L~at_ i~ mblt-

40 wee tber 60 peraet of
averapw eklyesMlnpatumeof
tnjury, IN Uk.

lAb ----
Duration of d~A~

__ .An .,L '_'.

400 we... ,-
DmaceotdlmbWLrt .... ,.
400 -gjk tu er 5 peS week

(W 1f ee.deut wile... $4 to

500wek thereafter payments ma
-be wafe for an biWnftpeld

415 weeks-...L..
415 weeks-.

Z weeks. .

Payments per week
M~inn I MxlmL

$s or actual Wge $8 -.--------------- ------

$1, or actual wage if lm -............
$lgf~wker si yer of age or older..

$25, or actual wage if I=--------

or51,or atua wage f .. .......

$1U5 ($18 Hl deoendt wife) to 33' ----

131.5 to $49 ----------

25 percent of 85 perent of the State's- sweeklywv I

p0IDuration of bb .ty . .- -- I or average wag ff m .......

6634
00f
6634

4I - -_------------
$ 1sto s ................. ..........-17.10, Wage

ta s --- .....-- .......... ...- ..--.......--.
$ 35O------------------

ot State's average produo-,
towae($M7.

= -------------- -. . . . .. . . .------

$3to 2 ' (we coL3),.,

$5 toto.

$42 ---------

55 percent of 85 percent of the State's
11e eekW wag1

-- - - - -
$4, plm $5 r ah total dependent;

aet e &han not xceed the aver-
wweek agewa of the employee$57 :k ---- ------ ------ -----

$ "3 .... .-.-..--.--.-.----- ----- ---- --- -

Total
maXtmum

satedIn law

16,500

16,500

17.430

P.I)
12,50

3ee footnote at end of table, p. 911.



TABLz 1O.-Minimum and maximum bewjis for permanent total disability---Continued 0

Maximum Payments per week Total
State l__rcentwgi Maximum meo maimnm

of wages • statedMinimzym maximum in law

MBr u urLL .....

Nebraska ----

New ar psbire ...............

New .esey ..............

N ,w Mexi - -----------------
NeW York
North Carolina ................

North Dakota.......

Oh ............

Penusylvaia. ..........
Puerto R ico........
Rhode Islad

South Carolina .......
South Dakota.,

Tennesee._

Ter .. .. .. .. .. _..

300 week, thereafter 40 percent of

WbIa 
8 $27 " kir dura-

30C weeks: tbweft~er 46 percet of

312 weeks; theeaftr annual exten-
so=s In the dbsetl of the labor
cmmsloa

450 weeks und certain Conditions
bemeft pald for lfe.n

Duration of diblit y -...........
400 weeks: 500 weeks for 2 injuries in

sameemployumt (payable for life
In certaindrcuntances.

500 w eeks..------ .......
Duration of disAbl ------

... do.......................
60 Duration of disablity u ...........

60 50 weeks. --
55 30 weeks; thereafer 30 p of

earnings, m&XIMUM = W& foolfe.
*e ------------- ..

60 4W wefe .........................-

$26 or actual wae ff less, firt 300
week. thrafter $= or ctual wage
If lm.

$37.50 to $51.92 -----------------------
$10, or actual wage If less-.-...........

S2to $0 1o - - -
$0(e e c o L.- ----------- I___ __ _ _ __

0 after 460 weeks way be $5q -.. "n

$24, orsactual wM fle - - M $2. . 000
V, or actd "wa ..... ----- --

, pl $3 for each dependent child
umder 18, or those 1 and over

a _pableof self-aupport (up to a

$O.Z,1 or average wag if .........
MCCaal Wa Ifa .

$28I , to$41 --........ .............
$27.50, or 90 percent of actual wage f

less, but In no event Ies than UM

$17 If worker is receiving benefits
under t he Tem ry Disability

f wker Is not
receiving benefits under the Tem-
porary Disability Insmrnce Act.

$2D, first 300 weeks $12 tbaeater ------

$15, or average wage f kss, but In no
event less than $1.

$9 ----------- -------

4 to$$ 6_-------

$2M8 to $348 I.......................$47.50.... ..

$2076 - ------*-- -- -
$40 If worker Is receiving benefits
Under OA~ Teorary Disabilty

Lwwace ct;$45 If worker Is notreceiving befts under the Ten-porary Disabilty Insurance Act.

S 3 5 ------ .................-- -.
$3 (see coL 3 ) ..-----------

(aI)

10,9
1, 50

$ 3.....]- 14,0O0

50-66

-60

6O1

8DI

-- -- -- -- -



Utah ---- --------

Vermont-....--------------

Virgna ------------------

W..----- 
..----------

Wyomin ------------- -

United Stae:
Pederalemrlore5-'_

W ~ ~ --- ------.. ....

60

60

70

'O63-7506M

200 weeks; thereafter 45 percent of
weekly wages during disability,
maximum $40.

330weeks 3 --------------------------

500weekS----------------------
Duration of disabilty------------
Life --------------------------

-4-----------------------------

uLie------------- -------------
Duration of disability------------

l to S 9 .2 5 ----------- - - - - - - - - - - - - -

$20, plus $2=.01 each dependent child
under 21, or average wage if le

$14_ ---------------------------- I4. .to .$7. ........----------.-------

$14----------------------------$28.8 to $34 AZ plus $.... for ea
dependent child under 18, or each
child under Incapable of self-
support because of mental or phys-

lncapc.tty.

S4a4.or actual wage f lm - ------ -
S, or average wage If les ---------

$40 to 4.2 - .---------------------

Splus$2 for each dependent child
under 21.

M -------------- --- - ----
$38.08 to $7.4 ----- ------
$38-------------------

-S_ 
- - ---- - -----------M885 to- $34.52, plus $5.54 for ech

dvendent child under 1, or each
child under 21 incapable of slf-
support because of mental or phys-
teal tncapacity.

--o.-...-...-------------- .-------
$7-----------

I Aaeordft tt6 nmber ofdS d b2 Idaho. Oregon, Washwn&,o and Wyomingaccordingto-mml stats iAd vmbe" of Under go eeWm, yE-O _0,7e
Copesado Act, Ube 76 PM tO weut gt up~mthe eXWAneeofst8MrY

2The CalfloenIA law prorld* for percentt of 0S parent of actual earnings, or 6134

3 Colorado: If peidcdisability benefit are pyable to the worker undoh Federal
OASDI, the wore's compensation weeky benents shall be reduced (but not below

Szro XasuDlt pprO1Zflsing one-hlf such Federal bwef for such week. If dis-
Al..a aepabl u- der an ployepenion plbn the ww en' compensa-

tion 'bqeftts shall bereducd In an amount proportional to the employers percentage
Of total P at Ibt lOMMtotbe plan.
Ooraodoes not limit total mximum fo disability from aecdental Injury, but sets

4 Hlamu: Aftf SZ has been id, saio at the sam re Is Paid form a

*spedal fund.
'Iin cane tosas disabllt begins after a period of partial disabiliy, the period of partial

disability shal be ded fed from the weeks sPedft ..
6 1111nobr After "wto $17500 depending upon number of dependents, has been
": a for iffe is pmvldtf

I fter $16,50 and 500 weeks, further payments of compensation may be paid

S Kentucky- a r~a iaiiybgn fter a period of partial disability, the
period of part shall be deducted f= the 425 weeks.
, J eVF wot*%es that such payments are in addition to payments for tem-

0 i Ig AVdnne I s that thes a coluli PrO OPCImO that disability does not
extend beyond 800 weeks, but after that tim the question of permanent total disablity
is determined In ach case In accordance with the facts.

nMinesoa After $1, 00 paid, OASDI benefits 6edited agast worbkeflM5 coM-
pensaton benefits. , _

n New 3re Beneft set in accordence with a "we an *-. af w~u&
After 450 weeks If worker bas accepted such rehablItation as may have been ordered
by the Behb ltatIOn Cmnmon, further benefits may be PaId dungdibllt~
amounting to s pre~vou weekly cmpenaon payment dmiis phe p
as the wages he is then to earn bearto the wages reed" the time of the acdent.
If his wages equal or exceed such former wages, his benefit rae shall be reducedto $5 a

n Normh Caroflnam ~sin -which total. and permanent disability results fromt Pao-
ralysis resulting from anlIulury to thbraior spinal cord or front lU of mental capacity
resulting from an l to the brain m pensaton shall be paid during the iaf of the
hnjured em lye,thcIt regard to i6h 400 weeks at to the $1SIX mxiu.

, Ohio: Fof previously awarded permanent total disability bene sUP6 
mental payments may be made, frm the disibied workmen's relief Fund to bn
payment upt$.

uRhode lan: After 1,000 weeks, or after paymentof $16,000, payments to be made
1W ie from second4njury fund.

3 Utah: After payment of $15,800 by the employer or carrier, a worker who has cooper-
ated with the Division or Vocational Rehabilitaton but who canot be rehabilitated
receives from the combined injury fund 4a percent of wages, for period of disability,
weekly maximum $40.

a Wyomn. As to the allowance frthe children, the 1aw stati".. there shall be
credited to the amount of each of such children I *" * lumPlum equivalent to $24 per

month ($5.5 per week) until the tim when each of said children Would become 18 yeazS
of age; provided that the lump sum edted to the amount of ans sld Chidr shan in
no aeexeed $7,-0" The total ma4mum of $19,oo sbown on the table Includes the
$7,000.

(N)

12,90

15,600

In lZ,000
19,000

-------------..
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APPzSDIX D

T MP0RAY T TAL DisAILIrY

The great majority of cases for which cash benefits are paid involve tern.
porary total disability; that is, the employee Is unable to work at all while be
Is recovering from the Injry, but he is expected to recover fully. The disability
ends with the recovery of the injured person and his return to work. Table 7,
relating to benefits for such disability, shows the maximum percentage of wages
used In computing benefits, and the maximum period for which benefits are paid.
It shows also the minimum and maximum payments per week, as well as the
total maximum amounts where these are expressly stated In the laws.

The amount of benefits In most of these laws Is based on a percentage of the
worker's wages, usually 60, 65, or 66% percent., As to monetary amounts, these
are Increasd In many States every legislative session. For instance, in 1968, 22
States raised benefits for temporary total disability.

As of September 1957i 12 laws provided for maximum payments of $50 or over
(including dependents' allowances) ; by April 1060 this number had grown to
19; and by :September 1964 to26--the two Federal laws and the following
Jurisdictions: _%'r

Alaska
Arizona
California
Connecticut
Delaware
District of Columbia
Hawaii'
Idaho

Ilinols
Iowa
Massachusetts

Michigan
Montana
Nevada
New York
North Dakota

Ohio
Oregon
Rhodelsland
Utah
Vermont
Washington
Wisconsin
Wyoming

TABLE 7.-Minimnum and maximum benefits for temporary total disability

Maximum Payments per week Total
Stato percentage Maximum period maximum

of wages stated InMinimum Maximu~m law

Alabama...-......

Alaska ............

Arizna ...........

Arkansas ..........
California .........
Colorado..-........

Connecticut...

Delawate ......

District of Colum.
bia.......... ,...

Florida...........

Georgia....
Hawaii ............
Idaho..........

llinois...i.....

300 weeks.....

Duration of dis
ability.

433 weeks..

40weeks .........
240 weeks -
Duration of dis.

ability.
-....d ..-..

Duration of dis.abltR.
..... do .......

850 weeks- ......
400 weeks.. .

Duration of dis.
ability. ,

400 weeks;' there-
after $15 per
Week ($18 If de-
pendent wife),11|us $4 to $1 5

Ior children, for
duration of dis.abllIt, "fd
ability. ntl

euivlent Of-
8w benefit Is
U wees. -h

See footnotes at end of table, p. 914.

$1, or averagewage ifless.
$25, or averagewa e lss. 2
$30if worker is 21

-years of age or
over.

........ ............

$25, or actual
wage If less.

$18, or average
wage If less.

$8, or aetUalwageifloss.
$12, or actual

wage it less.
$18, or average

wage If less.
$15 ($18 If depend.

ent wife) to $33.1

$31.60 to $49 .

$38..........

$100 ...............
$150, plus $2.30 for

total depend-
enta.

sm ...........
W.73 3 ............

88 perinnt of
state's average
produotton

$0. ..... ...

$20,00.

$12,500.

Q).

$-0 ................ $24,000.
$42 ............
$37 ................

$75 ................
$32 to $82 ' (see

col. 3).

$51 to $61

$12,00.

1$25,000.

........ $18,500-•• $17,500.1

155-85

05

85

60
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TABLE 7.-Mititmuw and maotvnum benefits for temporary total disablity-Con.

Maximum Payments per week Total
State percentage Maximum period maximum

of wages stated InrnMinimum Maxamum law

Indiana ........
Iowa ..............
Kansas ............
Kentucky .........

Louisiana .........

Maine ............
Maryland ........

Massachusetta.....

Miehigan .........
Mi nnesota ........
Mississippi ........
MIssouri .........

Montana .........
Nebraska .........

Nevada ..........

Now 1ampshlre...

New Jersey ........

New Mexico .......

New York .........

North Carolina ....
North Dakota ....

Ohio ..............

Oklahoma .........

Oregon ......

Pennsylvania......

Puerto Rico.
ihode Island ......

60

'8 05-r0

onj~

60

A2)

66%

80

66*

W0*

so

&0 weeks.........
300 weeks....

415 weeks .........
425 weeks' ......

300 weeks .........

600 weeks .........
208 weeks..

Duration of dis-
ability.

600 weeks ........
360 weeks .......
460 weeks .........
400 weeks .........

30W weeks .......
300 weeks ,; there-

after 45 percent.
of wages, maxl-
mum $31

433 weeks ........

3i2 weeks; th re.
after annual ex-
tensions In the
discretion of the
labor commis-
sioner.

300 weeks.
500 weeks. 

Duration of dis-ability.
400 weeks I .......--
Duration of dis-

ability.

.... .do ...........

300 i'eeks; may
be extended to
&00 weeks.

Duration of dis-
ability,.

.... do.......

812 eeks.Duration of dis.
•abIlity.t, ,

18... ......18, or actual
wage if less.

$7 .................
26 percent of 86

rernt of the
State's average
weekly wage.

$10, or actual
wage if less.

$18................$8or actual
wage if sm.

$20, or average
wage If less, but
not less than $10
if normal work-
ing hours aro 15
or more.

$18 to $28'.
$17.80 ........
10 ..............

$16, or actual
wage if less.

$25.60 ........
$26, or actual

wage If less,
first 300 weeks;
thereafter $22,
or actual wage
if tess.

No statutory
minimum.

$15, or averageSwage Ifl1..

wage If less.'
$24, or actual

wage it left."

10..... ........
$10, plus $3 for

each dependent• hil under 18,
or those over 18
incapable of
self-support.

$26, or actual
wage if less.

$15, or actual
wage if le.

$30, or actual
IWage if les.W0' or 90 , r-,
tent of ktusir +

wage if lostnno ovles
6b-thahi20 +"

V7. worker Iso cev ng b ene--'Aflt under the
state temporary
disability in-
surane not; $22

Sit worker is not
receiving bone-
fits under the
State temporary
disability In-
surance act.

$42............
$34 to $50 .......

$42...I..........
65 percent of 85

ercent of theState's average

weekly wage.
$35....... .--

$42 ................
$48 ................

$63, plus $8 for
each total de-
pendent. Aggre.
gate shall not
exceed the
average weekly
wage of the
employee.

7..............

$2 to $60'.
40 (see col. 3).

$45 to $62.311 ......

$45.............

$55 ...........

$37. 0.......
$45to $6.0

$6 for the 1st 12
weeks; there.
after $49.
$37.60 .............

$32.31 to $8W.2...

$47..............

40it worker Isreceiving bone-fitiunder the

State temporarydisability in-
suranoe act; $45
to $67 , if
worker Is not
receivIng bone-
fits under the
State temporary
disability in.
suratoo act.

I S).

Bee footnotes at end of table, p. 014.

$16,600.

1$17, 430.

$21,000.

$16000,plus
depen-
dents'
allow-
ances.'

e).

$20,000.

$6,600.
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TAsLE 7.-Minimum and maofAmum benefits for temporary total dsablifty-Con.

Maximum Payment s per week Total
state percentage Maximum period ,__ maximum

of wages stated in
Minimum Maximum law

South Carolina.... 60 50 weeks ..... ................. --. 10,000.
South Dakota _ 55 312 weeks-------$20 or average" $ .----- - '.-.-$138500.

wage if less.

Tennessee ......... 65 300 weeks ......... $15 or average $3................
wage If less, but
in no event less
than $12.

Texas...............60 401 weeks $9.--- ta. 12. M ........
Utab............. 60 312 weeks ........ 2- ato $39.25,'or- $to $4.251. $11,204-

actual wage If $.,2.
less.

Vermont.......... 6621 330 weeks I........ .$20 plus $2.50 for $30, plus $2.50 for
each dependent each dependent
child under 21, child under 21.
or average wage
If less.

Virginia ----------- 60 500 weeks ------- $14 ................ $39 ................ $15,600.
Washington ................... Duration of disa- Same as maxi. $38.08 to $71.54 1...

ability, mum.
West Virginia ------ 66% 208 weeks..... $22 ............ r$38.-.-. . "...
Wisconsin ..... Duration of dLa- $8.75 .......... $6.. .......

bility.
Wyoming .......... 66H -.. do ............ $30 to $46.15 1. $40.38 to $0 .
United States:

Federal em. 16"J-75 .do........ $41.54, or actual $121.15 ...........
ploym.wage if less.

Longshore. 66% .... do..........$1 or average $70 ............... $24,000.
men. wage It less.

'According to number of dependents. In Idaho, Oregon Washington, and Wyoming, according to
marital status and number of dependents. In Illinois, according to number of dependent children under
10 or under 18 when not emancipated.

iThe California law rovides for 65 percent o195 percent of actual earnings, or 613 cent.
aColorado: If perlodi disability benefits are payable to the worker under the Feral OASDI the

workmen's compensation weekly benefits shall be reduced (but not below zero) by an amount approxfat.
ing % such Fe1 benefits for such week. If disability benefits are payable under an employer pension
plan, the workmen's compensation benefits shall be reduced in an amount proportional to the employers
percentage of total contributions to the plan. Colorado does not limit totalmaximum for disability from
accidental injury, except that if payable in lump sum, maximum Is $13,60; in case of occupational diseases
the maximum is $1300.75.

' Connecticut: Be October 1963, the maximum amounted to $57 a week.
AIn case total disabilit begins after a period of partial disability, the period of partial disability ball be

deducted from the specified period for temporary total.
a Massachusetts: Maximum $18,000 for temporary total and permanent partial disability.
FMichigan: Total maximum may not exoed 800 times total weekly amount payable.
INew Jersey: Benefits are set In accordance with a '!wage and compensation schedule." Under this

schedule, the 883 percent level Is adhered to fairly closely for workers earning wages of $45 a week or less.
For workers who earn more the schedule specifies benefits which are less than 683 percent. For instance,
a worker earning 60 a week is entitled to a compensation benefit of $38, or 60 percent.

'North Carlolna: The 400 weeks and $12,000 do not apply In cases of permanent total disability resulting
from an Injury to the brain or spinal cord or from loss of mental capacity caused by an injury to the brain

"4 Rhode Island: After 1 000 weeks, or after $16,000 has been paid, payments to be made from second.
Injury fund for period of disability. The allowance of up to 12 a week for dependent children Is also
payable from this fund.

Rhode Island is included on the above list, but the maximum of $57 Is payable
only If the worker 18 not receiving benefits under the State temporary disability
Insurance law; otherwise the maximum is $40. Ohio pays a maximum of $6
for the first 12 weeks, but drops to $49 thereafter.

Under 18 laws, the maximums range from $40 to under $50; while the remain-
ing 15 still set maximums of under $40 a week.

Most of the laws limit the period during which temporary total benefits may
be paid; this ranges from 208 to 500 weeks. There Is a growing trend, however,
toward paying benefits for the entire period of disability with no limitation on
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the amount, and the following 18 States as well as the Federal Employees' Act
now contain such provisions:
Colorado (however, compensation for North Dakota

occupational diseases limited to $13,- Oregon
693.75 Pennsylvania

Connecticut Rhode Island
Delaware Washington
Idaho Wisconsin
Nebraska Wyoming
New Hampshire (after the first 812'

weeks, annual extensions may be au-
thorized)
Seven other laws, those of Alaska, the Disti t of Columbia, HawaI, Massa-

chusetts, New York, Ohio, and the Lougshoremen's Act specify payments of
benefits for the entire period of bstbility, bt* set a maximum monetary
limitation.
Injured persons who are compensated for temporary total disability may

receive additional benefits for dependent children in 16 States.

APPENDIX E

ESTIMATED ILLUSTRATIONS OF EARNINGS REPLACEMENT BY WORKMEN'S COMPEN-
SATION AND SOCIAL SECUErrY BENEFITS FROM DATE Or INmUY TO AGE 65, BY
STATE

The following tabulations illustrate the earnings replacement provided by
benefits payable concurrently under workmen's compensation and the social
security disability insurance program on a State-by-State basis from the date of
injury to age 65, for workers with and without dependents, assuming average
earnings in the State, below -average earnings, and above average earnings.

Generally, as these tabulations show, workers with lower than average earn-
ings are likely to receive a larger earnings replacement than those with average
or higher than average earnings. The reason is that the benefits payable under
the social security disability provisions-are weighted to favor workers with low
earnings, and workmen's compensation provisions accomplish the same result
through benefit maximums and minimums and limitations on the duration And
amount payable. Social security and certain workmen's compensation laws also
provide dependents' benefits for wives and minor children; these benefits may
terminate when the children reach a specified age-age 18 for social security
and some workmen's compensation beneficiaries.

The tabulation shown below understate the earnings that the workers would
have received to age 65 had he not been disabled by not allowing for the in-
creases In earnings that they might reasonably be expected to have had over the
period of disability. A 8-percent annual increase in earnings, for example, would
result in total earnings over a 15-yeareriod about one-fourth higher than the
figure shown in the tabulation. In addition social security benefits - were com-
puted on the basis of last rather than average earnings and this also tends to
overstate the replacement. Offsetting thiWin part, the tabulations do hot take
into account the 7-percent increase in benefits proposed in H.R. 6675 nor any
future increases In social security benefits that would be likely to be provided
during the period of disability. , (Periodic benefits under workmen's compensa-
tion are not generally raised for persons on the rolls.) If these benefit increases
are taken into account there would be about 15-percent increase in the worker's
social security benefits over the same 15-year period. On balance, therefore, on
realistic assumptions, the tabulation significantly overstates the replacement
value provided over the workers period of disability by benefits under both
programs.

Nevertheless, the calculations shown in the tables are indicative of degree
to which the benefits replace earnings over the period of the disability. . Oni
nationwide babis, for P worker disabled at age 50, without dependents and with
average earnings, the .io of combined benefits to earnings from disability to
age 65 ranges from lea6 chan 50 percent in the least favorable States to a maxi-
mum of about 99 percent in the State with highest workmen's compensation
benefits. . Z

In 10 States the replacement ratio of tfie combined benefits exceeds 66%
percent of assumed earnings at a time of disablement.
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For a worker disabled at age 50, without dependents and with low earning
(25 percent less than average),' the replacement ratio'ranges from less than 60
percent to ab)ut 104 percent. In five Statea and the Distic1t of Columbia the
ratios would exceed 100 percent. In 18 States, the !replacement ratio'Would
be les than 66% percent. Conversely, for such a worker with wages 215 percent
higher than average the total benefits under both programs payable between
the date of disability and age 60,, the ratio ranges from less than 40 percent
to about 94 percent of expected earnings. In 25 States total benefitha would
amount to les than one-half expected earnings. In six States and the Diatrict
of Columbia benefits would replace more than two-thirds of earnings.

For a worker disabled at-age 40, with a wife and child aged 8, benefits undef
both programs would replace a larger proportion4of earnings. In the case of
a worker with average earnings, the replacement would range from' about 51
percent to about 118 percent of earnings.

Worker disabled at age 50; no d 4dntadO.; ediiings; ie inorease i earijings
or befefitsl els

Total Earnings
workmen's Total Total to 65 at Percent

states compensa- social combined average replace.
tion to" security benefits at time ment
age 65 to age 5 to age 65 of dis-

ablement"

Alabama --------------------------------- $13,200 $$30,880 $47,1 M $
Alaska ............................. . 41,087 22, 0 88, 927 87, 72.7
Arizona .. 190........0. 8........M 58 39'
Arkasas ................ 2 ........... ... M,,. 71.4
C....o......... .. 39P- 81,3 W 6Col3&1a.3 9 ,.. .51 '...440 50,838' 56,60 In 0.Connecticut......-------------------------88,5042.0 57,024 84 9,7

D .. .9000 21,% 0,00 3,72 4.2
Flrd381 19, 58178 574564, 101.1---------------- 29,7 4....9.. ..... 18. 0 47,749 49,571 90.3Florida. .... 49", . " ; . 0.

Georgia-.- --..--.---- M., . , M280 27,280 833 ... .9.5
3Z.83 18, 000. K",3 49,462 , 10&.1H awaii...., _--------------- --... .. -------- 32,9,.0,,

Idaho. .' . . . ' ....... 7 ". - -. 15780 18,18033,9 ' 67.3
Illnoi .................-..... 39780 - "O,21,080 84 36 95.8
Indan .. " ------------------------ -.......... 15,0 M !.2 0 3180 80 W

K tucky........................... 15,0 181 38,480 6 •0 08.2
M9a ........... . .............----- 15,7 3,670 63 78 6.9

M ic in .... .,_' . ........ ,.. ... 4. ... k 1 , 606 - 7
Lousana-.... .------------------------ ,000 N 360 51,498 62.8
Maine-------------------- 7 ------- 7--- 17 3890 44,831 78.9

Mo tn ... ,..................... ------ --. 30l..: ,

Marland .... .... ..................... '53,08 91.8
Ma.u.tts....... ..... ........ M... 19,080 6, ,428 54, 38I7Ib a ------- 7- --- 125,740- 21,780 ' 47,520, 87!,033 70. 9

M e hi an p r. . .- - - - - _. k " 2... 80,26 .
.. .. ..s .....

Not . 1....94.0.. .......... . 58, 215 40
Missipi . 12,------00-- ------- 18,020 28,520 '40,599 70.2

akor............... . ..-.. 25,9M 19,440 -45,89 58051 81.0

............... M
New amphre-1409 17,840 42 61,85 812 65.8

Nei.'.e.... ................ ....... 2 0, 20 r 1, 8M1.27
Newomn ir.. ............. ......... 1.,. 174414

Pen . y -r ............. - ""71 110M 1; oo6,
Ne* o %18 -- D... .. ... 880 8,082 03,281' -99.7
North .7li140,000 1 60 266M0 4,111 ,
,North D ot10.....6..,80... ... 449 10-.

, M 4,69 0

Sputh Dakota .. 0... 181.. ,1 2 10,70 59. 5
kah .. ............... .......... . 29 41 63.5

14,03, 1.42.....5. 5 1 8 1 42.'4OUtah . ...................... 26 , 1, 002 3
viIm~m=17=,820==29,700======48=337= 81.4v t "o " .:.... ........... ... 272 2WtVtgna -- ,.--29,840-1--440 49,080 68,4"8 86.9

p a+pp : ,. ...... :.., .+...... .. -:6 81IS ! 3018 0,0

Weoni..... .....,.... ...... 1, ,.,0--0. -65 81 104.0
Wyoahn .... 2,0 800 4S o 3,540 51,917

averag .......e..f.t.....e State 1, NO '31.,,47M , .

U State's average weekly production wage was used to compute maximum payments under' workmen's
compensation.

sI 1
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Worker dsabekd ait age 50; no dependents; high "nnfng . Ito inorea8e in
earnings or benefit ieveMs

Total Earnings
workmen's Total Total to 65 at Percent

- States' compensa. social combined average replace-'
tion to security beneAfits at tie ment_

' ageo 65 to ago 63 to age 65 of dis.
ablement

Alabama-- ----------- .---------- $0,200 $22,800 $38,0e0 $78,819.00 45.8
Alaska .-- ..-..... .......... 41,007 22,80 63,927 146,008.80 48.6
Arizona ... 3,4_---.....2-- ............ 422 22,0 0 88,282 97,670.20 88.4
Arsas 12, 21,800 . 34,100 60,867.40 51.2

r40,9 22,880 03,810 109,418.40) 68.3
Colorado ------------------------- 3 ........... 64,286 94,189.40 57.6
Connecticut I .............................. 40, 22,880 63,420 101,400.00 82. 6
Delaware ---------------- - 39,000 22,880 61,800 106,204.80 68.2
District of Columbia . .0 22,8M 77,400 9,940.00 80.7
Florida ---------------- --- -------- 2,760 22,80 65,620 82,633.20 67.8
Georgia---------------------- -10,000 22,80 32,680 76,385.40 42.8
-Haw ....................... ... ----------- 84,M3 22,800 77,79 82,414.80 944
Idaho 16,70------------------- : ..... 1... 00 22,80 38, 020 84,076.20 46.9
Illinois ........... 39,780 22,800 82.40 108,8 .40 60.2
India .--.-.. - ---- -- 16,000 22,80 37,8600 100, 003. 80 87,9
Iowa ----- - - 18,00 22,800 41,30 87, 033.00 .47.2
Kansas ...... ............ 6... 5770 22,800 88,630 89,076.00 43.4
Kentucky 15,300 22,800 38,100 84,341.40 45.2

Maine 19..2......2... e 1. 4.300 70 S, 04.8
Maryland ..... ...... 30, ------------- 00 ,860 800 88,420.80 60.8
Mmachusetts 8................ 000 22,800 61,800 00,8.40 68.1
Mchigan ... .. ........ ,740 22,800 48,6 1719.40 436
Minnesota.- 23,9M 22,80 4,816 93,6680 60o
MM oa,. ............. 12,800 21,960 34,400 6,6800 60.9

s ....................... 2 6,96.... 2 0, 22,0 48810 93,412.80 6&.8
3Ion~na14,600 22, 860 27081 A -48

mouton$ ..... ,....0 .... .. ,....,.,k 280 ,

Nebr *ka . . ...... . ........... 22,860 47,10 20-.6.1
96V...........,------------ ......... 29,260 22,850 .2,110 109,02.00 47.4
Newllmph... ... ...... 14,, 22,0 37;182 80,176.20 48.4
New Jersey.2 .0,6 22,800 .43,110 10, 621.40 41.2
,ewMeWo. ...... 1......0.. ....... 8O..... 1000, 41,860 89,700.00 48.7

NeWYork ....... .... ....... 42,'" S0 86,760 106,40880 8.
North Carolina ..... 10000 22,80 82,800 71,8 M&80 . 46.7
North Dakota ...... -.................. - 32700 22 6820 81,08100 G68
Ohio... . .... .......... 8220 22,800 81,080 10, 192. 40 68.6
Oklahoma .....-....-....... ............ 1000 22,800 37,800 80 43.6
Oregon 2............ ............ 222,80 90 9740 4.
onthDakoa.... 050 22,880 69,910 9 , 7888 0 KG. 48

Rhode sland A2860 500 82297.890' 8..~~~ ~ ..... K, ... 8.......%.South Carolina.. .................... 10, ,32 2320 69, 8800 2 2
South Dakota 12,0 0..... 1 8,80 34618.00.
Te s"....... ...... -. .....--..... 22, 800 78, 00 4&0

a ------ . ..... ...... 14..... 036 22 ,89 87,,6.00 42.2
Utah ..... ........ 28.. ........ 420 2" A29D 890,77800 80.8
Vrmoont... .................. ............ 22,80 740 40 1
Virginia ....... 10...2....... 1. 0 0,80 M8,880 70,338.80 48.6
Washington; 29,.... 702 2286 6,62 102,804.00 :61. 1
West Virgin.a..9,84A 22,800 8260 94,14800 . 6&.8
Wiscnsin 48,8............... 22,800 89,08 98,940.20 "A,
Wyoming-,---------------------------12,000~ 22,800 84,86 88,633.20 40.8

"IThe amount shown as "average earnings" is the average weekly wage In the State In employment covered
by. unemployment insurance during the 12-month period andiung Sept. 3O 1*2: -High earninks means earn-
ings 26 parcet higher than the average for the State low earnings means earnings 26 percent lower than the
average for the state.

State's average weekly productionwage was used to compute maximum payments under workmen's
compensation.
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Worker di8abled at agb 40; wife and oMu14 age 8; average earning; I no inoreae
in earnings or benefit kovole

., ,T ot al T ota E arning
Workmen's Total "to at" PercentStates compensa. *.socal combined average replace-

tion to security benefits at time ment
age 65 to age 65 to Se 65 ofdts.

ablement

Alabma -------------------------------- 13,200 4 8,720.- 0. ,
Aloa- 1 -------------------------- 68%445 63,340 12785 , 6884,8rict ......... .. K0 83401, 130 130,091 1 0Arkansa ......... -....... , ,100
California - 6---,20 53,30 0 , 1210 1 588 83Colorado...... .......... ......... 52,25 63,340 105,65, 12 84.2
Connecticut ................ ..-- ........... 87,0 63,340 1, 940 135,20 89.
Dll-....,oa. -....... .-. .......... 65,000 3, 340 11 340 1416 83.istric ...... 8,207. 5301..6.......07 8 2-4 127,W920 0&4Florida ......--- ......................... 5, 600 50,400 105,000 110, 175 8Georgia- .................. ............... 10,000 47,880 57,880 A01,842 5 68HWa -- ....... .-.... 5 ........ 1............. 55 K 0 123,86M 109,889 112.daro-- . ........ 7 .............. M,0 50,820 79,600 11,099 71.0Illinils------ -- - - 68,016 53,340 121,356 141,102 S&.0
Indiana -------------- - ............ -18,000 340 68,340 ,1341 + 1.3Iowa -................ -............... -, 080 70,58 10, 3Kansas.---- ------ 15, 770. 52,920 660 1768 57.8
Kentucky- -------- 1 3W 50,820 67120 112 4W 8Louiana--- -.......-..........-.... 14.- 0 4, 6W0 1,066 9.9Maime- ........--,--.......... - , am 48,300 67,800 104,06 66.2Maryland-- - --------------.............. 3,000 52,00 82,500 117897 70.0
Massachusetts ............... - .............. ,20 3, 340 129,260 121 18 - 100 7Moga ....... ..... 4- - ----- 8,404 5 3,340 10, 804 1495 6.Minnesota-- ...........-..... -.... 4223 63,340 8,63 12 6KOMissI .L-... .....-....... 2 .......... 1,00 4,520 7,020 ,220 3 2w M f ................... 40 ... , 250 5,340 12,400 , 563 X .
Nwork ...... ... .. ....... 1.............. 100 52,080 70,060 9 116,68 6.8NebrOka ......... s..a........-........ 8-600 51,6 9 0,20 .114,127 79.1Nevada .................. ...... ,840......4. 638 117,80 14638 80.4Nw Hampshlire ............ ;........... 14,322 49,140 642 108 50.

............... 20,250 5340 73,500 1,490 2,8Now ............... 19,000 52,9 71,920 119,600 60.1New York ....... 7,0 53300 ......... 1, 8 1 0 14021 8Nolib Carolina- 10,000 46,78Ui 5,780 9379 58.North Dakota... 56 ----,100 oo, 49 105,720D 08,108 97.8Ohio ---------- ............... 63 - -,8-700 5840 117,40 1,918 .43Oklahoma. ------------------------... -- - 16,000 56 080 6.0 0 115, 7865 57. 9Oregon 4..540 .3..84 .. 0.. ,. N m, 12,24
Penvan.a 61,70, 8340 115,090 721 & .0

w m , AW -m. + .+ ------------------* .... .:.:". ~ ~ mt

Rhode --------nd----- 52,000 49,960 101, 980 109,733 92.9South Carolhnaw. 10,000 45,36 5586 9O184, 80.48otth~akota~ 12,000 50,820 62820 1264' 8.oiennes.ee10 ... 0 4.............. 18,10 61,220 14,780 8.dbTexas --- .4,35. 0.0........ 10 I f 1 0e0 6w1156 110688 8& 755,706 5334 10,4 11970 91.1

Vem ; : --- ............n.... .e. ... .... 2 on. h 8 ,4,0 , Mnln . 1pt 0, 05 . ?W/h o~ e

......mont... 11,880 49,860W 61,440 1070,408 67:2Virginia. ........... 14,000 49, 140 63,140o 105,781 K97Wahngo 6:-- . 0,960 M 8330 114,800 137,072 8.--e-t Iir.... ...... 49,400 53,40 102,740 12552 S L4
Wlson~n.,.~--------------78 000 8340 131,840 129,260 101.8Wyoming---------------------------..... 19000 48 720 67.720 116,376 88.7

' The amount shown as "averog irni" b the average weekly wage in the State employment coveredby unemployment insurance during the 12month period ending Sept. 80, 196. -High earnings means
earning 28 percent higher than the average for the Btate; low earnings means awnings 25percent lowerthan the average for the State. 1 ,1' State's average weekly production wage was used to compute- maximum payments wnder workmen's
compensation.
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Worker 4eabJatage 60; no, 4opene ; average eMarngs; I to itoreaee int
earnings or benefit leveled

Earning
Total to 6 at

Workmen's Total Total vre
co mpe..a- social oomblned 'at time PercentStates tVon to" security benefits of d. replace.

age 66 to age to age 65 ablement ment

()- (2) (8). (4) (6)

Alabama ........ 18....................... 2s,0 $20. , 00 $34.080,00 o t 774 o..................... 41.067 22,800 W3,.27.00 117,2V9.o0 64.8
Arz ona..... ........ ..... s ,A 22,0,0, 78,899.00 7 OD,0,00Ar oas........ ... 0-=- ...... Z' a o.oI.. ,m® : ,

-W Is,. f o 50,as o ,0Ark a. 2........... ........ 189. 81 41& 00 8224280
. .......... . .,, . 6 810.00 8i go 7O o td . 1, % 22 26.00 26& OD 87,00 720

C o ane:U c tlut. ........... 240,560 22860.00 681420. 00 814 ~0 ~ 7.P.)a w a a'e s8, o-0w 22,880K 6186. 0084
Dfbtrlct of Columi ..... 61.1 22, , 0 274, 0.00 70,76200 90.4
Floid% ....... ............ ... . 82,7g0 21,618.80 64187"&0 K0 6,1.00 82.8
Oeo g I .. .................. ........ 10 , .0 80 0.00 ,10. 49,
Haw aii 49..2....... .......... 8, . 64
Idaho ....... . 2A0 21,780.O 48, 620.O 67,269.00 64.
lcios ................... ...... 2,80.9 8 00 6 2640.00 84,01M.0 74Inna ............ ......... !,........... ... 161 22 ,SOD SM. 8OD D0OI+,O 0.
owS... ............ . .... 180 2,32000 40, 820.00 70,1060 , 8.2

Kansas ........... ........ . .22, 8 000 71,261. 0
Kentucky. ................ ........ 1 2 ,7.20 Q08.20 07,470.

101 OW 221 MA8 ,898 2,439.00D
Maine....... .1...9....... I N A 0 200.00 0,4800
Maryland..... 0 .. r.. ......... K 0 , 6 800 80,80 70,38.&00
M-ss _,:s t .......... 2.86.0.00 61,86000 72,11160
Mihg ............. ... 2 40 22860.. 00 o,6. 8,. 0

o ..... .......... ............... . 28,9W 22,8Oft00 4816.00 74,OG.O 0 "'.
Ind"ta. .. ........... Oft; ....... 300. 1 ,1, 1 O

1.......1..0 00 , 0.00 n , 182.00 . 828..60 22,800 42, 22, oo 74,731.80 3
Montana ......... 1 ......... 8.0.... ...... 2.... 120.00 6 820.00 69,850.00 53.1
Nebraska ..... ... 0........2... ....... 22,140.0 4, 440.00 68,476,00 . 67.8
Nevada .... 22,860.00821........ 2, 2 A10.00 .00 .

ow Hampsh ........................... ;388200 6180.00 " 2New~yeoeo. ... ............. .......... .: 8 -t __1000 6 1.820.26 22,60.0) 48110.00 8,9.0 5.
New Mexico. .......... ....... 9 22,K00 41 8 00 71 ,70000 1

)hio .................... ........... ... 88,202260l0 61080.00 88,880.80 hiPNlaom.. ............. ............ t 20.00 8, 74,28.odeislnd.' 0,000 19,400 29,4400 659000utr Carolina ............. .... ,. 10" 67t 47&
otnness............... .......... .. .32 8,2 6,86.00 8

Texa 1408 21,240.20 80084.2 01.0 5sm0Oioa .. 1,822.00. 74.2 K006,00
Rhomt.. .............. ............ 1,80 21,20.00 83120.00 6 .Viroinia.. ............. ............ 140 21, 0.60 85,0860O -6,Orehgton........... .2. ........ 6..2 2 .00 2 80.00 82,2168.0

Woen. .............................. 12 Wo 801.00 74,81.4
Soin... i ................... 1..4 0 4000 7 M 00 8Suth .......... .. ......... '.... 12...,0 6.0 20O 7, .O 7;

Vereot ......... ......... .'..; ...... T- . 1 20 20 320 62, SK4OD0 8$1Texa hs ........... , . ...... .... 1 035 22, 0 ' 62, 0/.0 "74M01' +.60 V ,. 0+
Woig.. ......................... 1,00 2240. 33, 0 ,.00 49.8tlartgea . .... ........ * ......... 0 S&iIoo

Wyoming ............... ........... 1%0 22, 140.0 4 140.0 69,22 00 4.

. he amount showil a s ." i~';t am .~i_ i tof (ai nip r it htood.n
vy uempoyme mursne a'mS ] o12-onth period endng ep .86,1902. High earnln e means earn

Ing 26 percent hilghr than the aveme for the State; low earnings means earnings 2 percent ower than the
average for the State. ne oke'

I State's average weekly production wage was used to compute maximum payments under workmen's
compensation.
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Worker ditabedat age 40; Wife and ohild agoe 8; high earnhg*;' No linrea"oe i
earmntis or bone#t level .

Total 7 arnlngs
s tawtkmen's Tota Total to 6 at Percentlates compensa social combined average replace.

lortI to security benefits at time mont
'age - to es" to age865 ofdls.

ablement

Alabaa ..................... .. M18,200 M88,M40 $8,4 $130 78 oAi.gka .................. : 68,448 83,840 121, 7" 244,348 4.1
Atonsas .....................

to....................... ...... 88,840 141,
Colo.ado... .................... .... 83,80 0,6 18,9049

00 .... ... .. ....... .. 1 .: am 80 8210 1t;'27 " '

Cnnctio ... ............................ . .. 671,00 ,,000aawu 1,80 1 77,008

s000 3 .40 10340 1,7
Fid ........................ ... Kew a m0 107l ,940 r22 •. .10. 83,4 0 '3,840 127,309

,G . .l.l ......... ,. .. ..... .,........ 1.Ug as, I 148, M " 137, M8 1 " ;

S, 84340 82,120 140i 12? M0

. .. .......... ... ............. . 80O ,8 71,80 1 4065 49.2i o ....... . ........ 18, 83,80 0 110 1 480entucky .................. 5Iw 3,340 0-8o n

! z~ana... ........... .... 10020 88,840 07,840 l ,009 7.1,
Malyond......................... I 6,M 4103 "

75, 53340 1 i, '4.
neta- ................... .......... i 9,6 8,340 8,80 188148,ewgl ........... .:.-... ... . . ... , 800 ... T64M,,

lw * e ...................... ., &.340 io 1
I n ........... ..... . 40, 61,340 '131,74 1199onn 18.3.....80... .................. 8, 40 M 840 1 4,4 ,ev..a 919........ 10 000 , 0 63,40 142,7 A&U .. .............. 1,17 ,840 1 311 4, 8 3 8 4 0 7 0 2 43 , 027v

n o ..................... ............ 1 83,840 n,04o 710 1 2,
1000 830 040 119,7434

m .8 81........ '-4 .... 83. 17,0
Mao,0 l16V .7,4

!Im. ~ll l .. : ....... .... ' ...... , 15 ,000 8f3,840 18, 0~ 1447013 7 .2&
RhInland.................. . .... , 3,340 W 1, S

D kt... ............... ,4,
UN*see ............. ........ . ,40 ,

N..ow York........ , ....... ,... ... .-. : A,0 , 840 124, a I M 14 M 71 : .0i
Not Cr o no .... ...................... 10,80. K M884 M 119,70' .,9&North. -: ......... .. ',- . ..... ... ..... 1 0 10 50,80 780 18,6 1 . s0.|

o he i o . .. . . . . . . . .. . . . . . . . . . . . . . . . . . . . , ,, 1 7 , = jrj . i

as, 53,840 109,04 14 7

kiscon ..... ..... . .............. 78, 000 3,840 181,840 181,471 81,3on ............... 1 .................. , , ,340 72,40 144, 2 80.

'Tunemount thowna ,ver_.e earnlng. is 11the a verage wee kly ws~e In the Slate in deployment covered

by unloynta isuran. e dur......... the 16ot 1eio einSpt 0 9 184hang 648 an K

n2*t t .iehe tha' th aegeor te. e ; low earnings meanh earnings 25 percent.ower ha8 t0 I

"SoR-h Ds oa.. ..... so 14 " " . . . .. ' ,

3, Stat' averae weekly production wag e w~S used to eomlpute maximum payments under workrega's
wrop nt.. .o...., . , 11, 6. , _ 8 a
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Worker disabled at ae 940; oelOdnd OM144 6o'8? 'tW ear"Inge; tio ftweae in
earnings1 or be-ft'ofit fee

Total' . .. . inb s

wocktien's .otti Total to 685 Perent
Stotts oompenw. social Oombined average replace-. -

96on to seit, bqueftts at time, .ment
age 5 'to age 88 to ageS a Oins-

. . ......" $40,740 W'' 940 6784" 68"7Alask.a ... .. ...-;-:,... SM' 1$ • 14 83 e.1

AlS~kS. ,.+............................ . 448 , 0 12 1 6 83 1
AhOl 4.................... ......... , 46, 110,0.4 -7.. 112.8
Arkansas .................... ......... ........ ... .9880 68 ,00

11;,216 1o, 101
Clifornia. .................... ' .,, 4,17 108.7

Caiorula 97in 10.colorsdo. ... ....... . S--- - .. . . '. . , .,1.,1 , , +107

Conn deut.. ............. ...... 11 . 107,2

jlstrt ofOl bla...... o 0 14 :8
Florda ............................ i... 9 000

................ I06. , q
linot..................... ... 1 7

Idaa.................06- 10
Indiano ......... ........ ....... . 5 . Oz 0,
Iowa................................ 18 . " "O
Kana............ .............. 0...... 0 .

Kassackyset........ ......... ;.wo 1,83 4rO-2fIfarylad................... ... ... 80-.0 43 .M .2
M+ha .. 8 80 , 1,o a............................ .1.004.a8

Nebrasd... ......... ......."" ,0 2,84 .8 .
nead,.......................... 1048

blS ets ....... 6 . ........ *---;:-- 8&... "

Mnt .AD..... .................... 41 460 80 8

, leee?............................. 2028 4872 08,97 104.e4 5
,ewot ........................... 1 1 01 18
Now Croi.......................10, 6 1 6.
eOl o ......... .-... . 20 4 6 , 7

Or:gon 2W 6120 101.
Nebasoka .... ................. 8600 9279 115 0
N oevadsa ln ........ .............. 487 4, 000400 1,8 82,80M 10.0
Not Car.i. 1,000 41, 8,220 171. 68,

Souh~koa.... ~ 200 'v,0jg 8:,40 804,180*4
NMeico. ................... ....... 000, 44 83,240 7886867

OewYo ................................. 04,08 4 0 1j28 8115
PNtha l n ............................ 40,400 44.100 ',

Kemn 1.80 41,0 M , t97 684800
Vorth Dot,....................... 1,

M as ....... ......... .............. 04, , 4 1.
OklaG.... ............... 19:00 43,200 09,260 8,28 11.

e amo unt so a:,s. .... ........... th a g 10k wag n h n 5.0
Rh dl ~n .............,-............... 9 ,88 91 W. -8230.1

cou roln ......................e-...... n O ei e n S 8 0, MW yo hl . .. . .. ...-' , ...... .. . 2-: 9 000 +i+, : ' ? .

Sout D a ot . _.. . . ,-, 4: . . + ,: +' '',! , , +

me.asear 2 - -h e h......... n the 2ta- n 87tble
Vemot ..... o IrM 4190 831nnzo nm pp,9 M66.1. M 4-.

lowere thy them averaen nor th S, ate.t

I~tte' avrag we)~y podutin wage was used to ceompute rsnaium payments under workmen s

,Virginia ... . . . - +. .., ,. - ., •+.. 14 411, o le '.M 0 . ,comenstin...

880 "'-5.

Lw n i . " , , .', +.> +,.. 4 , 11 , o 94 " M .

. ,, ,1, . ,9,, , 00 2,0 ,U 20 ,k m , .. 0,

I, The amun shw"lvrg -Vanna 61 th sir :W l wa I , BUM h,6iplo ';;
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ESTIMATES OF THE PROPOUTT9N OF WORKERS COO0URRENT2,Y PiNTITLED TO SOCIAL
StouRrry DiABILrTY BEN FiTS AND WORKMEN'S .COMPENSATION

On May 17, questions were raised concerning the number of workers who are
entitled concurrently to workmen's compensation and social security disability
benefits, and as to what proportion would be concurrently entitled to benefits
under both programs after enactment of H.R. 6675. Although some data are
available'on the basis of which reasonable "answers can be given to these questions,
it is recognized that more precise information would be helpful. It is for this
reason that the Committee on Ways and Means of the House of Representatives
requested the Social Security Administration, in cooperation with the State
workmen's compensation agencies, to conduct a study of the extent and signifl.
cance of overlapping benefits between workmen's compensation and the social
security disability program. The evidence that is available indicates that among
workers entitled to social security disability benefits under present law, no more
than between 1.5 and 2.7 percent are receiving workmen's compensation. About
900,000 workers were receiving social security disability benefits at the end of
1964.

Among the estimated 70,000 workers who would become entitled to social se-
curity disability benefits in the first year following enactment of the amendments
proposed in H.R. 6675, some would also be receiving workmen's compensation;
however, It seems probable that the proportion of those concurrently entitled
Under bothj4 programs would not increase significantly.

The number of persons receiving workmen's compensation In any one week or
month is not known. There are, however, figures on the number of workmen's
compensation awards of disability benefits and these awards are some 900,000
per year. The proportion of those awarded workmen's compensation periodic
benefits who are receiving social security disability benefits or who would receive
such benefits upon enactment of H.P. 6675 Is estimated at perhaps 1 percent of
those awarded workmen's compensation. Following is a summary of evidence
leading to these conclusions.
CONCURRENT EMoIBiLITY AMONG WORKERS RECEIVING SOCIAL SEcURITY DISAHILiTY

BENEFITS UNDER PRESENT LAW

BEperienoe under repeated offset provision
This offset provision was in effect July 1957 to July 1958. During this period,

benefits were withheld or reduced In about 2.7 percent of the cases of those
awarded social security disability benefits.
Benefloiary survey, 1960

Information on the extent to which persons were entitled to the two benefits
was also collected during a survey of persons found disabled under the social
security provisions conducted late in 1900 by the Social Security Administration.
The sample was drawn on a random basis from workers who had been found
disabled under the social security program and who were living in the eight
largest metropolitan statistical areas as defined by the Bureau of the Census:
New York, Chicago, Los Angeles, Philadelphia, Detroit, San Francisco, Boston,
and Pittsburgh. These are highly industrialized areas, some of them in States
that have comprehensive workmen's compensation laws. Of the disabled per.
sons included in this survey, less than 1.7 percent were getting workmen's
compensation.
turvey of delayed filing, April 1963

This was a sample survey of new applicants for disability benefits conducted
in April 1063 to determine the causes of delays In filing applications. Among
those interviewed whose applications were allowed, some 4.5 percent had re-
ceived workmen's compensation at some time between onset of disability and the
time application was filed, and 2.5 percent were receiving workmen's componsa.
tion at the time applications were filed. (Mr. Dorsett refers to an October 1964
social security bulletin article estimate of 75,000 long-term disabled persons
receiving workmen's compensation, and suggests that these disabled persons
would also be entitled to benefits under H.R. 6675. However, he fails to note
that some of these persons would not meet the work requirements for social
security benefits and that persons were Included in the estimate who would have
been able to do some work but not their regular work and would not then be
entitled to social security benefits.)
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.0Jo0URRENT ENTITLEMENT Tf SOCIAL SEOUBITY BENEFITS AMONO WORKERS AWARDED
WORKMEN'S COMPENSATION

Information concerning losses under policies issued by carriers an4 competi-
tive State funds in 41 States and the District of Columbia, reported to the
National Council on Compensation Insurance for ratemaking purposes, shows
about 650,000 compensation awards in each of the policy years 1055-61" of Which
about 500 to 600 involved permanent-'and total disability. Permanent partial
disabilities of 75 -percent, or more of total are classified au permanent and total
disabilities in these reports so that some of these might not be allowed social
security benefits. (See app. A, attached.).

CONCURRENT ELIOIITY UNDERTIIME D TS TO H.B. 8675

A study (published In the proceedings Of the Casuaj Actu atlal Society, vol.
42) of a number of thocbracterlstlcs of workimienseompefisation awards based
on reports from carriers to the National Council on Compensation Insurance
and certain Independent rating bureaus contains Information about the duration
of dis~bilitles compepsable under workmen's compnsation as tempQrary to al
disabilities. According to this study out of 4044 compensable disabilities, 842
(a little over 1 percent) lasted more thnf :175 'days (0 months). (See app. B.)
Assuming. that the same ratio airplies in cases currently awarded temporary
total disability (rated at least 75-percent disabled under workmen's compeno"-
tion) this would mean pqphaps no more than 10,000 annual awards in the United
States for temporary total disability lasting at least'6 months (or 1. percent
of all workmeh's' 06mpensadflon awards based' on temporary total disability).
Some of these 10,000 would not be insured for disability. Moreover, since work.
mene 'Compensation payments would, be made under these awards for no more
than about 1 year opthe average, many, of the disabled wNvrkers who are insured
would be receiving benefits under both programs for only part' of the year, with
the result that the number receiving benefits under both piograms'for any one
month would be further reduced.

It seems clear from this information that the increase i the number of persons
concurrently -receiving benefits, under Olx.th progr ms resulting from the, enpvt-
ment of H.R. 6675 may be expected tobe quite small, increasing by about 5,000
at most 6ron the present level 6f lesi'than 80,000 (based on a "maximum estimate
of 2.7 percent of 900,000 workers receiving disability benefits).

Senator WfdrrAma. I am jut told this, whatthey submitt d but in
reading this what they have submitted is based on the bill as it is
presently in effect uidor existing law., They do not say here iiV this
report, and the fires on how it would bd affected under this present
bill if and Whent is enacted,' so when' those figures are submitted, I
still want them submitted here t this point.-'

Mr. D6sv'r. Fine.
Senator LoNG. Senator Douglas.
Senator Douoaws. Mr. Dorsett, I regret I was not here when you

presented your testimony but I read it through twice and I am un-
certain what it is that you prefer.-

Do yu want to hive all payments for cases of permanenit total
disability under workmen's compensation eliminated from the act
or do you want to have the 'workmien's compVensation payments offset
and deducted against social security disablity'

Mr. Donsvr. Under the 'on'ri''al law, Senator Douglas as'you Will
recall, there was an 0ffSt. We'Wlheve that yoiShoul-d return to that
fundamentally sound principle . To me it seems that the result that
I am about to desribe is' completelyOit' of g od conscience. If as
an employee I am injured under the Ne.v'6 k law I get wbrkmen's
compensation; it is completely unsound in a social security law to
add to that and pay me moe'than I was getting while I was at work.
To me it is just unbelievable. Now,' we would like to bee'the offset
provision restored.

47-140--65--pt. 2--26



Senator DOU6iA8.' But you also §ay that YO Would -strike the whola
provision and eflimin ate woiknen1'comperft8ation from tbtal disability
cases., Now, which -do you advocate , Mr. Katlrnykow, you have l ived
withth6"question.

Mr.K i~b1W.: Senattor Douglas, some hatveo requs 'th thought'
of studying 'the subect a. -little further -before acting on it. -If~that is
-the preference of th is 6ommnittee or if-this committee feels that is
,desirable thingi t~k1V~tdyr t thi4 s~b eTct'anp ntthk
that the area of duplication should~'eih '~d'66 pending 6f~~ 44tdy.

We would- prefer- if;.we- could maintain the..status quo. while the
study was beirg made.

Senaftor' DMu74Aq sYju men th existin rvsoss that- there
'would be double paym6 ent

Mri;.ArtKOW This bill wvould -greatl]y broaden; the area of -dupli.-
~~atiot~~; sowfetest~ the art& of di tttin it beboaed

pedig nystdytM tmighf- be *made
- Seator t.oA8.- How does ths bil broaden, the area beyond the

,1960-pr'ovision? I- J-. 2
-Mr. KAJtYIQW. Ito po-Vid'e for co iensa til fditeiorV tta

dis-aHit as i , ell. as emnn " ~ ~~ s ve0y er4Iti hg4 in! thfe
concept of coverage under th e Soci6l Seourhyik'b ctor 41sability .pay-
ments. - UIP to this timp onilYcases of porman~ntl and tothil disability in

the retent.ye r . : ,~

ftowever, the principle still remains. This woula part from, that
prine ifaid :prodtidetdis-Rilit beiefits ,forI bpersons Who-4nsy -retdrnt Vrl4p 2 1~wes o~ig -n± pj~ rofiMiltr
$eiiatqot -oils. Axe" YOU, Bpi~~ a~ s QImdcnl~ift
Mr.' KALMYKOW. No, not medical benefits,dis ability. beniefits. .4t has

nothing to do withnmedkal benefits, Uhat lias an except jon built into

~e~tprA~p~isN.Could- Task ira one moro quet,00n?
'Senator Y69-~s. VV8, all' mn.

Sen~t6~ ann is injpiredt u~sh eegil drwing
disability &fter reausoiiaablei- ibr of d y1''

Mr. KAitxiMOW.' Underiworkmen's compensati&O'i 'the .wa~4n p. ro
depends;-it, varies- from State toj~ Sate. The rag Pi onwpre

b~t~wep 3A 7 days drtilCQin
~torouo~ S fter Adays, he begins isawi

Mr. 1XAL-%YKOW Tht is ih.r§ih t
Senator DOUGLAS. if he draws, thoi cohmpensfffoti for, 6

MT. KALXKW X69- it ko p'right pngoing .,bt~~i~'
Sento tO~mS.So ~1atis ou Stinctto ontltempo-

rary andpermna V1aliy -, Paw mi ie whether

S e atOV rhOLA p 4~yde that4' -nth@pymns
un, e " i 41, a t fh i; 6h [nt .
endi.'h Tlfth f~rth met: I c ~dsitV~ wol tr etrgsca eurt amis

SeM o PO OT S t eei sI m tho el p , 1

na r

hhNia t oimn '
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Ur. KALMYYKOW. No, we go oii';forever; from'that month on there

would be overlap during the full term of the disabihtyl it-may last a

life. '~

Senator Doxforis. It hasf been some years since I looked at the ched-

,uteA f 6'cn- )ensatlofh ';u er the varioUs Staet ,worj,1s ompensa2

tion Iaws, b )iit whe I .ilast looked at them I'.id' nt,.tiink that they
gave adequate protection for. the loss of earnings or for the medical
costs involoeA .; ": '-: '' " " .' "' .. . ' "  - :  . ..

N ow, you seem t% thl!% ihthey (1-0 . _,., ,,,, .,-,: -.

Mr. Doasr.w Imnrvemeut could be 'hind i a gk'atinmy jurisdic-
tions. I. suppose the: average;t and,you correct, me, if I, am wrong, is

about 6. 9top rcent-6f their verge weeky wage '
Mr. osM=Zr. In most .tates, as 1ong as you are totany-as you are

totally disabled, even for life.
Senator- ANDVIo, .You d6t-.mean to say you think the average

over th0,oult4' 0iitry W2_-
SMr. Pp~ismvr, No, Tiawging to add i dollars. .
Senato.ANDERsoN., Only ,four States, isn'tthat right?-

Mr. D jisE'r.Bgpi ' 
*

"r. D6s-R,'. 1 would thInk if i considerably mo- than four.

Mr. KAT.YXIow. It is, considerably inor&"than that. There is a

weekly maximum wflli- averagea:.over$00 a week at the present time.
Senator DotorA4. *ln't $50 -a week now only about 50 percent- of

average weekly , r'iis, or slightly, less than 50 percent of average
weekly,' Arnings?

r-;Iiv.o . ou:vehin minmm th ut"My"deduct -for in-
Mr; KM1 ,,rfifo'ecoot i comesv n inw

come ik or/socii security. -If you,hkethatinto account it comes
pretty,,lose to that. ,.

Senator LoNG.-Pretty close to that. -
Mr. KALMJ4PW. An Aver. ge'f 05 'percent on It take-home; pay

basis. ~
Sei~ator!DoO'OJA8. Mr. Chiifn I Rui t (sk the "Bi'reA ';of

Labor 'Statisti6' t6 prepare atbuiati n ' or us of the .9fm. artaiVe

benefit schedules of ti vrruioUs States on permanent, peiran ta,!b
permarpent partial, temp XraJY'tbtal, and temporary'partial disab!it
caused by7 ,nduatrial accdentSt, together with a rough estimate of thO
numbe'of ciaegsi ea(ch'Sttt .

(The inorntionk refer-red tfbllows:)

' TV~ tt s j;BENEFIT,,

Under tie workimen g compeneation laws, various tykes of benefits are provided
for the injured worker, or, in case of fits death, fok bin faiMly. These include
medical series ;'benefit ' t y _MeAI 'to the worker during lieriod of disablement,
and for permanent disabilities death benefits to the worker's family, and under
all but one law, burial allowatnces. :' .

Benefits that injured workers receive vary according to the type of injury--
whether it la a partial or atotal, Injury and-whether IU develop -into a. permanent

some states also, provide additional special benefftb,--such, as payment> r
constant attendants, It needed, or prostheses as needed "or ertra benefits in case
of disfigurement. Some provide extra benefits for minors Injured while Illegally
employed. In addition, benefits for maintenance and other rehabUlitation serv-
ices for Injured workers are provided under almost half the workmen's conpen-
sation laws.
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MEDICAL BENEFITS-

When' a wdtker is Injitred,,he first,6f aii need 'medical aid, and perlbapshos.
pitalization. Under all compensation acts, medical aid is required to be furnished
to Injured employees. In Abe early leglslation, the provIsion for medical aid was
narrowly'restrlcte :as to the monetary 'amount, the period of treatment, or botb
Later sticli absolute restrictin's wer6 changed in Ahny cases, either by pioviding
for unimitedhenefita or by authorizing benefits in addition 'ti the initialni xl.
mum, upon the approval of the administrative authority.

As shown in table 0, 89 States, the District of Columbia, Puerto Rico, and the
Federal emp,1yees' and longshoremeiAs acts iye .fp1 mQdlcal aid Twepty.
four of these forty-three laws specifically provide that medical aid must be'fur.
nlshedw1thout hntlt 44 to tn6 dr aniount.- ,Under tie'Ariazna law, full mLi~ical
aid -is authorized through a combination of: the medical care and rehabilitation
provisions of the law. In 18 of tl~e 43, medicalbenetts are considered 't be .
limited because the admUifltraive'agency ca extend such services i l'nitely
It should bepointed out, however, th4t a"'shot in the footnotes'14 ttkle.0,

several' stateStill plae arbitrary lim1tatJons ipon Zmedicat aid fdr' certain
occupational diseases.

Xn the rqmaining, 11lawl, period-of-ti me oijoft llr! atlons, or both, are set
by law. Certain extebslons are authorized ty, the state administrtIve agency
in all but Alabama, Kansas apd Lo.9slana.' -in these tree States, eOnelona
are not permitted beond te initial Anoinit 'o' period-shown in 'table, 8.' In
contrast to several! laws that pay, full medical benefits In cases "of -'accidental
injuries but only limited benefits in cases of oc, tpatloual diseases, in Colqrado
the 6 months' limitation does not apply to ocupational diseases, and in New
Mexico additional unlinked'm6iietarry ' benefit, may be authorized fo occupy
tional'dise.

TArLI 0.-(e4soal benefit

JAW limits L4W lroits

TAW amount bUt" -: '  Amont'but
state 7 R I.: "tAutbori state Wefle I outbori

fU 6di~~a-fl" Adllta
* .benfit tvosen~ -benefits ti" ency

benall~,. tS = 'it extend

witbout limit itu' vtbot limit

Alsks.--..-. ,..... . NO.,.... Y - ' ,Neada ..... . .. .N .. Yes.Ariana.,.. ....... NewHa r...... No .. Yes.New jersey ......... No-. Yes.
Calfora-- .........-..... .e ies. N York -- s............. Yo..... Y
C611e1IAu..... .. .

of n oiumbtof .ol Yebi .... , Oho ~..........Yes ..lord.. '.:.... Yes Oklhma . . . . . . .  . . . N... Ye.
... ,. Yes ... ozo....... ... Yes ....

daho.............. Ys.. ':, , Pelmslvanl4.... .... No .... , Yes. 8Cnetct,- Ls *'ot RiO-------
o WSorth Cakolta.=====. Y.

Kentuck........No.YesY.e.Yes
Maine .............Yes No...Yes
Maryland..... yes. Vehma .............. N o Yes.Mssachuetts.......Yes. ... , W ashito l.......Yes.
MIhigan .......... No Yes. Wisconsin........... Yes...Min OOt ..... Yes Wyomin .......... No . Yes........, YeS ..... Ys oUnited State:.... .es

o-- ..... . NO ..... ederalemployes., Yes...
,adebr a ....... ....... Ye. .: .- ~ lh~~ .... , = , .... ..ea
Miehiank......... No .... Ye.Wsonso......... Yes..

See footnotes at end of table., , , - , ,'

.For further informUton"on medilc eare and benedts, sfe "M eal Care Under Work-
men's Compensation, Bulletin 244. U.S. Department of Labor, Bureau of Labor Standard,
1962. . , .

T
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TABLr 6.--Mfedoaf benefjsf-Oontlnued

LIMITED BENEFITS

Initial limitation
State Limitation on time or monetary benoftts

after extenslon by administrative agency
Time Money

Alsbama ............... 2years... $2,400 No additional benefits permitted.
C40rado ...................... 6 months ., 2,500 $8,
Georgia ........................ 19 eekb.... 2,000 Unlimited timeand $2,500.
Kansas ........................ '............... 6,000 No additional benefits permitted.
Louslaua ............. ................ . Z80 Do.
Montana ...................... 86months 1 , 2,
Nsw Mexico ................... years ..... ,000
South Dakota............ 20 weeks ... 00 "1
Tennessee ......... Iyou ...... 1,800 500
Virginia ........... 90 days.......... ...' 2 years.
West Virginia ... ........ .............. 2,400 "Z0."

I However, benefits are limited for ooeupational diseases in Arizona (to $1 000) and in Utah (to $1,925.01);
and for siloosis or asbestosis in the following States: Arkansas, 180 days; Illinois, 6 months; KaUss 120
dys--may be extended up to 210 days in'spcial cas; Maine, $1,000; Nevada, $50 p8 month; North
Carolina Z,00 a year, 3 years; Texas, 91 da ; Vermont, $1,000.

I Arizona: Full medical aid, In the Judgment of the Arlzona Industrial Commission, Is authorized through
a combination of the medical care and rehabilitation provisions of the law.a Additional medical care may be ordered'n New Hampshire if supported by findings of 3 physIcians;
in North Carolina It the care would lessen the period of disability; and In Pennsylvania If it would sub-
stentlally restore the worker's earning ewor. I t I , , ...

'The Ohio and Oregon laws set no initial amount or period; all medical benefits authorized by the
administrative agency. In Ohio in elliosis oases, no mediel benefits payable unless total disability'or
a cthge of ccupation.

Washton: Under certain conditions medla benefitS terminal.
Col o: The 6-month limitation apples to accidental Injuries, there Is no time limitation for occupa-

tional diseases. Benefits for silloels, a-bestosis and anthrdcosl are payable only if'the commissioner
determines that medical treatment will matertaly Improve the Workr's condition., - 0

IMontana: In cames of occupational dlseaes (a) the 36 months do6s not apply; (e)the $2,6W and Its
extension applies It the disabity is total; and (c) f an employee otitinues woric while undergoing medical
care, the monetary benefits we limited't $1,000 .

I Montanm: In cas of total disability whe-e $2,500 Is not sufftlent, an additional monetary amount
may be allowed for hospitalization.

'New Mexico: For occupational diseases, the initial atnount Is 1700; edition funds, unlimited as to
period or amount, may be authorized by court order. - - -. - .;

"West Virginia: No medical benefits are payable in sloops oases.

TEMPORARY TOTAL D~sA&iWTy

The great majority of cases for' whih cash benefits are pald Involve temporary

total disability that Is, the ez, ployee is unable to Wok at all while-he Is recover.,
Ing from the Injury, but he to ipected'th recover'fUlly. The disability ends with
the recovery of the Injured person and his return to work. Table 7, relating to
benefits for such disability, shows- thlL, maximum percentage of wages used in
computing benefits, and the maxIm period for Which benefits- are paid. It'
shows also the minimum and maximum payments per week, as well as the total
maximum amounts where these:Are epressly stated "in ,the laws.

The amount of benefits In most of these laws is. based. on a percentage of the-
worker's wages, usually 60; 65,, r 66% percent. As to monetary amounts, these
are iicreaso4 Inm States every' legislative session. For instance, in 108,
22 States raised benefits fortemporaiary total'disabllity. I I

As of September 1957, 12 laws provided for maximum payments of $50 or over
(including dependents' allowances); by April 1960 this'number had grown to
19; and by September 1964 to. 26-the 2 Federal laws and the following
Jurisdictons:
Alaska ' IllinOis •-. , i
ArizonaIwa rg t
California, Massachusetts ithode Island.
Connecticut c Mleh ," Utah
DelaWa_ ' Montaz - Vermont
Districtof Oolum-iba Nevada ' Washington
Hawaii New Y rk' Wisconsin
Idaho . North ak6ta ' Wyoming

,
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TABLE 7.-Minitnum and maximum benefits for temnpora:*y total disability

State

Alabui .........

Alaska ------------

Arizona -----------

Arkansas .......
California .........
Colorado .........

Connecticut .......

Delaware ....-...

District of Coltim-
bla.

Forda ............

Georgia.. ........

Hawaii.......

Idaho.............

Illinois.......---

Indiana ...........
Iowa ..............

Kansas. -.....Kentucky . ;

Maine L.I ...........
Maryland .........

Massaoh'uetts .....

Meihigan. .....Mnnesota.
Mlssourl --......

Montana.
Nebraska-.. .

Nevada ...........

New Hampshire...

New Jersey ........
See footnotes

Maximum
perentsge
of'wages

Maximum period

300 weeks -------

Duration of dis-ability.
433 weeks.

450 weeks .---
240 weeks .- .. '..
Duration -of dis

ability,
-do.. ..........

6 % -.... do ------------
6 .....do ........
60 weeks .........

60 400 weeks ........

D D'uratlion of dis.
, ab lty,

&5-W 4W weeks; I there-
after $15 per
week ($18 if do-
pendent wife)
flu$ 

4 to $15
or ch-ldren, for

duration of dis-
ability. ... I-

I 8-80 Duration of dis-
ability until
equivalent of
death benefit Is
paid exoeptin
spc6 l luury
came litmIe to
64 weeks.

60 5 we ek.i:..
66 300 weeks .........

0 415 weeks..-
601 '42 Weeks .

65 so weeks......

,b0weeks... ....

'Duration Of ds- -•
ability.

500 weeks....
360 weeks .........
4 5 0 w e e k s . . . . ... .

A()0 weeks -.-----

jWo weeks ........
800 weeks; 8 ther-
! after 45 percent

'0o wages mail-
mum $~

,8g,433 weeks.----
68 12 weeks; there-

after annual ex-
tensions in the
discretion of the
labor commis-
aloner.

() 300 weeks .........
it end of table.

Payments per week

Minimum

$15, or average
wage if less.

$26, or average
wage if less. ,

$30 if workerI Is 21
years of 6ge of
over.$7 ....... ...-

$256.......

$20 ..........

$25, or actutil
wage Itless,

$18, or average
wage If less.

$8. or a*tual
-wage If less. .

$12 or actual wage
if'". ^ ,. ;I

$18, or IvMe ,

ent wile) to
$33.1

I .. . .. .......

$18, or actual
wage If less.

$7..
'25 peroentofth.

' tawe.s average.
weekal wage.,

$10 or tuaP
wage If less.$1..,.......:

$18or actual
$A or aver ge

waga If less, but
notless than $0
if normal work-
Ing h6uts ae 15
orwor.. :

$18 to $28 1S17.50 ........ ..
$10 ......... .....
16, or a el
wage if lss.$25.50 .... .....

$2, or acttal.
wagg it Jis lit
80 week; thee-6fter M , Or""
actual W if
less..

$18, or average
wage If loss.

$10 ................

Maximun

$38 ................

$100 ............

$160plus$2 30 for
to~l depend.
epta.

$43.75............

6perontof
State's "average
production
wage." 4

$60 ..........

$70 .........

$42 ..........

$7 --- -......

$32 to $52 '(e
col. 3).

$51lto Sol I...

$42 ................
$34 to$501 ........

8taws' average,
weekly wage.

$68, plus $8 for
-eoch total de.

ed et. Ag.
regate shailnot
obed the-

'aveage week,
wage of the,

$47650........7.o2$2".'.2".

$48 to $62.31.

$46 ................

$485...........

* Total
maxium
stated in

law

$20,000.

$12,500."

(s).

$24,000.

$26,000.

$13,500 to
$17,800.

$16,500.

$170430.

$21,000.

$18,000,

allow.
M.,ces.,

(9

4-,o .',
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TABLE 7.-Minf mum at,4 maavimum benefla8 for temporary total di8ability-Con.

State

New Mexico .......

New York .........

North Carolina....
North Dakota..

Oklahoma ---------

Oregon ............

Pennsylvania ...

Puerto Rioo.-
Rhode Island.

South Carolina....
South Dakota.....

Tennessee ---------

Texas.-.
Utah....... ....

Vermoht-....-...

Vitrginia .........
Washington .......

West Virginia.....
Wisconsin -------

Wyomlng .........
United States:

Federal em-
ployeme.

Longshoremen...

Maximum
percentage
of wages

Maximum perlod
Payments per week

Mlnlmitn .'Maximum
I I I

60

80

W 076

66

"6P

60

66i

10 -

70

600 weeks.---
Dutation of dis-,abt. .
400 weeks .. ...
Duration of dis-

ability.

... do.........

300 week; may
be eztendd to
500 weeks.

Duration of dim-
ability. ....do .........

312 weekd.-
Duration ofs.

ability.t!

60 weeks-- ... _-
312 weeks.

goo weeks - -..

401 weeks..-..312 weeks. . ,,.

80 Weeks'; ....

SO 0weoks. . ..
Duration of dis- -

ability.208 weeks ........
Duration of disa-

bility.
.d .............

---- do. ........

.do.........

$24, or actuAl
wage If less.

$20, or actual
- wage If less.
$10 ................
$15, plus $3 for

each dependent
ichildonder 18,"
Or tboeo over 18
inoapable of
self-support.

$25, or actual
wage If less.

$15, or actual
wage If les.

$30, or agtilal
Wage If less.

$276, or 90 per-
cent of actual
wage If less, but
In no event*lss
thmn $20.:$8.....-.....

$17 41 worker, is
.- receivlng bane.

fits under the
State temporary

' disability in-
suranoe act.

.$22 If worker is
.not tecelvlngbenefits under '

the State tern-
t adsbil-

set.
P.0, or avqrago

wage f le.
15, or average
,wage If less,but
a no event less,

or actual wage
A1le., ,

$20, plus $2.80 for
eab dependent
chld undr 21,.

q "as gemwag6

mum....... .

vi. ......

$70---------.

$ to $60.

W for the lst 12
weeks; there-
after $49.

$37 .............

32-:3 t- $60.9 .

$47.50 ...........

....... ,......
$ ift worker is,

receiving. bene-:
(Its under the
State temporary
disability In-
surance act.
$45 to $57 1 ift
w9~tktr Is not

v rvlng bene-
fits wuer the
State temporary
disability In-
suiraince act.

$35- .........
,"",?.............

............

$39, ps t15o for
.each dependent

child Under 21.

$39. . .
$38.08 to 7.4'

$38...........

$30to$46.15..I $40.38to $00'.

,$41.54, or atual
, wage Ifless.7
$18. or average,

wage If less.

$121.l6- .......
$70.. ...-... -.

'According to'number of dependents. In Idaho, ' Oregon, Washington, and -Wyoming, according-to'
murltal status and umber of de ndents. in nlinols, according to number of dependent offldren undez 16,-
or under1whenrot em l a ede. -

T~he California Is*provides for 6 percent of 0 percent of actual earnings, or 61)i peroe -.. _
Col1orado: If *todf-o dLability benefits aelyable to the worker utdertbsF al OA8DI; the work

men's 66thpenatlt on weekly benefits shill be reduced (bbt not below tero) by an amount approximating
s such Federal benefits for such *eek,. If disability benefits ae payable under an employer pension plan,,

ge workmen'stowpensation benefits shall be reduced In an amount proportional to the employers per,.
centage of total contributions to the plan. Colorado does not limit total maxtmumr (or disability t on
accidental injury except that if payable In lump sum, maximum Is $13,0, in case of occupational diseae
the maximum I $18.M.75.

Footnotes continued on following page.

Total
maximum
stated in

law

$20,000.

$10600.

$10,760.

$101000.$13,50,•

$11,204 to

$1,1260.1

$166.•

MOOD.,

I-



930 socIAt SECURITY

Rhode Island is included on the above list, but the maximum of $57 is payable
only if the worker Is not receiving benefits under the State temporary disability
Insurance law; otherwise the maximum is $40. Ohio pays a maximum of $56
for the first 12 weeks, but drops to $49 thereafter.

Under 13 laws, the maximums range from $40 to under $50; while the remain.
Ing 15 still set maximums of under $40 a week.

Most of the laws limit the period during which temporary total benefits may
be paid; this ranges from 208 to 500 weeks. There is a growing trend, however,
toward paying benefits for the entire period of disability with no limitation on
the amount, and the following 13 States as well at the Federal Employees' Act
now contain such provisions:
Colorado (however, compensation for North Dakota

occupational diseases limited to $13,- Oregon
693.75) Pennsylvania

Connecticut Rhode Island
Delaware Washington
Idaho Wisconsin
Nebraska Wyoming
New Hampshire (after the first 812

weeks, annual extensions may be au-
thorized)

Seven other laws, those of Alaska, the District of Columbia, Hawaii, Massachu.
setts, New York, Ohio, and the longshoremen's act specify payments of benefits
for the entire period of disability, but set a maximum monetary limitation.

Injured persons who are compensated for temporary total disability may
receive additional benefits for dependent children in 16 States.2

PBBMANENT PARTIAL DISABrLrY

A permanent partial d'--iblity means that a worker has a permanent injury,
but is not completely disabled. He is usually able to work. If he cannot go
back to his old Job, he can often do, or be trained to do, other types of work.
There are two classes of permanent partial disabilities: "Schedule" injuries-
those specific injuries listed in the law, such as the loss of an arm, leg, eye, or
other member of the body; and "nonschedule" injuries, which are those of a
more general nature, iuch as a disability caused by injury to the head or back.

Table 8 shows minimum and maximum benefits for both schedule and non-
schedule injuries. It shows the maximum percentage of wages or wage loss on
which the benefits are computed. That is, for schedule injuries tho benefits are
usually based on average weekly wages, and for nonschedule injuries on the basis
of "wage loss"-that is, the difference between wages before injury and wages
after injury. The maximum payments per week shown in the table apply, as a
rule, to both kinds of permanent partial disability, and the same is true of the
maximum totals in the last column of the table. Where there are different
maximums for schedule and nonschedule, this is indicated on the table.

' Alabama, Arizona, Idaho. Illinois. Iowa, Massachusetts, Michigan, Montana, Nevada,
North Dakota, Oregon, Rhode Island (if not receiving temporary disability insurance),
Utah. Vermont, Washington, and Wyoming.

4 Connecticut: Beginnng October 1063, the maximum amounted to $57 a week.
I In ee total disability begins after a period of partial disability, the period of partial disability sha be

deducted from the specified period for temporary total.
I Massachusetts: Maximum $18,000 for temporary total and permanent partial disability.I Michigan: Total riaximum may not exceed 00 times total weekly amount payable.
INew jerseyB benefits are set in accordance with a "wage and compensation schedule." Under this

schedule, the 0f.percent level is adhered to fairly closely for workers earning wages of $45 a week or less.
For workers who earn more, the schqdule specifies benefits which are loss than 6WS percent. For Instance,
a worker earning $60 a week is entitled to a compensation benefit of $36, or 60 percent.

'North Carolinae The 400 weeks and $12,000 do not apply in cases of permanent total disability resulting
from an Injury to the brain or spinal cord or from loss of mental capacity caused by an injury to the brain.

.tRhode land- After 1,000 weeks, or after $16,000 has been paid, payments to made from 2d injury
fund for verlod of disability. The allowance of up to $12 a week for dependent children is also payable from
this fund.



TABLE 8.-Minimnum and maximum benefits for permanent partial disability'

state age of wages or
wage loM 2 Maximum fornonscliede anll~es

Alabam a. ...... - - - ------------ 300 weaks ..................

65 ------------ Duringdisabllity ..........

Arizona---- 55 ----- - ------------ During disability A ----------

Arkansas-.... --

Colorado . ...-------
Connesct--------

Delaware ....-.......

District of Columbia...

i66_ -------------
60 -------------

------------

5 0 w e e k s - - - - - - - - ----.. . . .3 9 9 w e e k s I - -
D uring disability I ' -- --
780 weeks --------------

300 weeks 7.-----------------

During disblity 7.

Fl rd...._ ....------- 60.. 350 weeks. ..------------
GeorrJ&- -- - ..---- -----: ----- ------ 350 weeks t ----------------

idaho -- ----- 60 -

imf o -.. --------
Ind -------IowS -------- --

60--------

Kantcy.....-- 1 -oKentucky .. ..... ------ I ...............--

During disability " ........In proportion to schedule
injuries.

417.43 weeks (8 years) -.
5Wweeks -_----------
In ~pr tloltp=flafnt

tt~adisability, for which
the maximum is 50
weeks.'

415 weeks ----- ---------
400 weeks t .o ------- .

Loisan ------ 6 --- - 30 weeks ---- -----------
Maine.. ------. .--------- 300 weeks ----------------
Maryland. - j66. ------------ During disability 7..------

MassChusetts -------- I00 ................

se footnotes at end of table, p. 93.

During disability ---------

Minimum

payments per week 3

1 Maximum

$15, or actual wage if les (schedule).No statutory minimum for non-
schzdule.

$25--------------------------------

$2=.3 if worker is 21 years of age or
older.

$7& -- ------------- ----
-. ...----------- ----------

$10- -- _ ------------ --

$20 (seedule). No tu y m i-
mum for nonschedule.

$25, or actual wage If less -----------
$8 or average wage If less (schedule).
No statutory minimum for non-

schedule.
$s, or actual wase If less ------------
$10, or actual wage If less (schedule).

No minimum for nonsehedulo.
$ 5 ------------------- ---- - - ----
$15, or average wae If less ..-....

$31.50 to $49 ' ----------------------
U&----------------------------$18, or actual wage ff less ----------

N o s ta tu to ry m in im u m - --- -- -- -- --
25 percent of percet ofthe State's

average weekly w .
$10, or actual wage if less --------
No statutory minimnum---------
.$15, or actual wage if less--------

No statutory minimum --------

S.-------------------------$52.50 -----------------------$43.75' ........................
55 percent of State's average

production wage ($57).

$W --------------------------

j$70 -- -----------------------

Total maximum stated inlaw a

$20,000 (schedule), $17,000
(nonschedule).

$12 oh.
$11 .376 (nonschedule).'

M $-11 -050---------- --- n-h-
$30 ------------------- $2,000 nonshedulc).

$20...----------------

$51 to $61 '---------------- $13,S0 to $17,W00.4M------- $16,500.
$37_.--------------------------$1800

$42-------------------------50 percent of 85 percent of the
State's average weekly wage.

$35-----------$2-------.- ------ -.-------

,plu $6 for each dependentI1g- ust shall not exceed the
average weekly wage of the em-
ployee). $20 in addition to all
o' other benefits for schedule in-

uities.

$17,43C.

$12,500.

S$18,000.11

Co

I
• .

State

$2,000 (nomscedule).



TABLE 8.;-Minimum and maximum benefas for permanent partial disability L-Continued

M Mum percent- Payments per week 3Stae age of wages or Maximum period frTotal maxlmium stated Inwae I= 2 'nonsbeduleni .... law 3
Minimum Maximum

M l igan ...... ------Minnesota,..,...... .

- ~ Montan&!a.
Nebraska_.2. ..

Nevada ..--..--..
New Hampshire ------

e M .....

New York r
Nbrth Carolina ......

66%t -------------

50-66%... -.--......

60 (schedule).
Percentage as
determined by
the lourt (non-

500 weeks ---------------....
350 es?' -- :ek-s----
4,50 weeks 7? ----------
4W weeks -500 weeks-

.66;.-,-,... 30 weeks k -

429 weeks 7,-
1 weeks ' .------------

550weekst ---------500 weeks a ............ .....

During disability -----------
300 weeks -------------------

North Dkota MR 6-m l M8weeks-
A. ... ------

Rhode sland.

South Carolna --------
F50 sedU).

60 -- .----

500 weeks-- --------
hInpoprtion -to schedule

35o weeks 7---- -----

)WD weeks -------------------
300 weeks?7-------- -

South Dakota_ - 15-- 8 -------------- 1312 weeks ------------------

No statutory minimum ............
$17.50 .. ...........................
$10 (schedule) -----------------------

$25.50 (schedule). No statutory
minimum for nonschedule.

$26, or actual wage if less (schedule).
No statutory minimum for non-
schedule.

$20, or average wage if Iess .......
$10 ........ .......
-No statutory mtnlmumn_

$20, o actul wanIf le------. -
$1o(sed ). o statuty mini-

mum for zonschedule.
13 150- -- --- --- --- --- -- -
$25 (seedule), or full wages If less.

No statutory minimum for non-
schodule.

$15, or actual wage if less ............2-.0 ........................

$2, or 90 percent of wanes if less, but
not less than $17.50 (schedule).
No statutory minimum for non-
schedule.

$8.......................-------

V 6 (schedule). No statutory mini-Lmum for ~anseule..
$5 (schedule). No statutory mini-m .m for nonschodule.
$2D, or average wage if less (sched-

ule). No statutory minimum for
nonschedule.

$33to$57 4--- --$45 ----------------
$35 --------------------------S42.50 -------------

29 to ...--------------

$=.0 ...................

$43.50 (schedule)-. - .

$40 (schedule)-------

$87.50 -----------------
$3231 to $66.92' - -

$47.0 (schedule) ......
$37.o (nonsehedule)--------

=(5... . ) ..............

................ ...........

$19,0/:0.

$12,000.

$10,000 under A.2

$6,742.5on eule).

$6,000.

$1%00.

_ _ ------ _------

PuertoRco-.... 66----------- 1 50 week....... ._ --



Tennessee-

wshiton-------
WtVIZD IS ----------

Wisconsin----
Wyoo -...... .-

United States:
Feder enipjes.

65 ------

60 --------

60---

400 weeks I .------------- ----- . $15, or avve 'iI40es event less thx

300 weeks ...----- NO statutorY i
312 weeks. No stamutory Y
33 weeks ".; - S. . (O ) .
300'waft -$1------lire for no

:In 4 -P :rtion to scedl o story

3 3 ,w e e k s " . . . . . . . . . . . $: - - - - -- --- -

.1,000 weeks7.-.... . .--------- .. : SIC 1 , -

status-
DUrfng'dlsabI~ty ' $41, or actua

uda). 'NoSts
nonschedule.

No stature
schedule.

In sme, t.:a the beafts listed-do not yiIf the disablity'Is due ether to si&lcods, ~ ~ ~ ~ ~ ~ ~ ~ t ortsay Ion]dses -10P-3L

2 Gnerft W O~d"6 MU W M-~na isItued'm-average wekly-wageand

for antnjuries061fela between wagebelor injury and

2 N*=r& gives the amount paid for bath-saledule and- nooehedillutles unless

4 Acntto number of dependeznt&- Ii Illhos. according to u number of dependent
children 16, or under l when not emancosted. Under theedam Employees

am Act, the 75 peremat of waW lrciutlfMet upon te e.eltene of a stau-

5~st In anbe t"he dfsM 1 --OW "-:, ... .of toa dbbl tbe period o

to~d~ flv bee twSa tota ".do sei M soe,.=, law ,,-r,, .,,l d.... .
The l provides for pierce o 9 perc t actual earnings, or 61

at n o tporry disability, Which is limited In some

,. 4 week of fr ea f 1 peCKet p a disbity, and -
therifter if disabilty 1s 70 percent ermae lie af tsj"peret otaSVera weeky

annsfor each percent of diblllty In aceUs =G t. -

9 Colorado: f periodic dIsabltbenmda5US to thewIxtr~ vnderthS Federal
OASDJ, th e workman's gcomu -V s mt L weekly. O hall be redue d (but. owt below w
weo) by an amount aozinatlng auliedr benOftafmcILVhWUr Ifdisability

b~a m valunderflepoe pension pha~thewrn' COinesaL
beeft aobereuedt alamount propOMU tlto the Sm~ts ecet rttl

con' b1tSOD5u to the Plan.
Vetackr. Where -onmlf - i t t(3 ether. type 6f disability, the period of

suds payments sdeductedfrom the400weeks-.

iage if IM, but In no.$12.

~~min----e-f less-- .....-

----------- - - -

according tomail

$30-------- - --------------------- $14,000.

$-.-------------------
$40 to 5"425 -.....------------ .. .

In proportin tosbedule iJiurks- $,7(

-------------------
$44.50 -.... _ _,--- ------$277 to $253 wording to

maritatlt±lL

onshedule).

wag if If oss (ached- $12L15..------------
tutory minlmngn for

Wae ifles (schedule). $70 ------------------ $24,000
mining for non-

11 bMsahuart5 $Is,=0 is t aximi m for temporary total and permanent Partial

G Rew 3ersey Benefts set i accordance wit a "Iwag and ccmpssto scedOILe"
Tinder thisecedule, he 66%wpercent, level is adhred. to fairy cosely flor workers earn-
Ing wages ot s45 a week or less. For workers who camore, t=achedu* spedllesbSm

11LWII~h relm tan %aj emt For Instancea worker'.aing60S eekIseitI~kd
to acompensgtkmbeneai MoCS6reopercent.:

* Ohio: -EMnlC may el~ebnftS under 1 oft2 plans under which benefits
are6~ cen eanin caeely lpalrmant or -BI, mnder -which benefis are boned

on pera ystical Impairment. Under "U~bmisare. pad f a mPaxim
of [0&=QkZI is I* percent or more, and ame get at WA3 percetofepyes

- 1 Orgo.: cbenlpernafeft partial injuries, are - mpenatedlIt the rat of $6.5
fo ahdenee of dlab1l 1 ag 5pedfied In the law. but mawxiu ekypyen

imdto those sho n 'his table. wokadmtgv
u5 Rbod0osWan&d Uf employee cannot obtin suitable workO an mlyrCant g

,him sueb work or show it is availbler elswhr weekly benefits for patia IncQp~cltY
are poid-a the sun rat as or total incapac, ty ($45M maximum. i

t6 fUtah.Tbe maximum U3,W-apled in came of aedezita Inuy Incm of per-

-jnnnt pert"a disability due to paa occupatonal disease, the madlinunibenefits are

17 Veriaourt: In case the paWrtAL diabilitybeginsafter, a Period of total disability no

Oeduction for the perio Of taldsbiy made unesthe combsbvtion of both peri-
ods, exced the' ms =Aimu of M3 weeks. In no case can the combined total
of all type of capnm exceed the no0 weeks. (Ordsf V. Huk*fSU. M2 Vt. 1W.

ig West Virgnia: For & disability ~ot-5 to.100 percent, benefits are payalk durig ife.
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The benefits shown on this table apply In cases of disability due to accidental
Injury. In the following States, lower or sometimes no benefits are payable for
permanent partial disability due to silicosis, or In some cases to any occupational
disease: Arizona, Arkansas, Colorado, Florida, Georgia, Idaho, Iowa, Kansas,
Maine, Maryland, Michigan, Minnesota, Montana, Nevada, New Hampshire, New
Mexico, New York, Ohio, Oklahoma, Pennsylvania, South Carolina, South Dakota,
Utah, and Vermont.

The maximum periods shown on table 8 for payment of benefits are for non.
schedule injuries. In Arizona, New York, and under the Federal employees'
act, in cases of nonschedule inJuiie, benefits are paid for the period of disability,
with no limitation on the number of weeks or the total maximum benefits. Un.
der seven other laws (Alaska, Colorado, District of Columbia, Hawaii, Maryland,
Masachusetts, and the longshoremen's act), there are no limitations on the
number of weeks, but the maximum monetary benefits are limited. Four
States-Idaho, Oregon, Washington, and Wyoming-pay in proportion to the
amount allowed for certain schedule Injuries, and one, Iowa, in proportion to
permanent total benefits. Under the remaining laws, there Is a specific number
of weeks for which payments may be made, ranging from 300 to 1,000 week&
Where there are maximum monetary benefits, they range from $6,000 to $25,000.

Additional benefits for dependent children are granted workers suffering per:
manent patitlal disability (either schedule, nonwchedule. or both) in eight States:
Alabama, Illinois, Massachusetts, Michigan, Montana, Oregon, Utah, and
Wyoming.

Perod oy compensation payment for sohedule injuries.-Table 9 shows the
number of weeks for which benefits are payable for certain schedule Injuries
under each of the 54 laws. The principle underlying this method of payment
Is that it is to the advantage of the worker to provide a known period within
which he can adjust himself to his handicap and to recover his place in industry.
In about half of the workmen's compensation laws, there are provisions for
rehabilitation In the form of retaining, education, placement, and job guidance
to help the injured person find suitable work before the period of compensation
runs out.

As shown In table 9, the laws of 46 States, as well as those of the District of
Columbia, Puerto Rico, and the Federal employees' and longhoremen's acts,
have established schedules stating the number of weeks during which compensn.
tion shall be paid for schedule or specified injuries.

Under the laws of the remaining four States, the payments are determined by
other methods. In Alaska, Washington, and Wyoming, the law provides for
fixed sums for each schedule injury. In Oregon, the law sets $46.50 for each
degree of Injury, and each injury Is assigned a certain number of degrees.

The monetary benefits for these injuries are determined by using tables 8 and
9 together, table 8 giving the maximum weekly benefits payable and table 9 the
number of weeks for which payments are made.

The table also shows variations In the meaning of certain terms. For In-
stanCe, In providing payments for loss or loss of use of an arm at the shoulder,
some laws spefy only los or locs of use of an arm; others specify that the
loss at the elbow is the same as loss at- the shoulder, A few pay the same
compensation for loss of an arm anywhere above the wrist as for loss at the
shoulder. These variations, and similar. provisions for lom of leg, appear on
table 9. However, where a different period of time is set for ls of Hn arm at
the elbow, as is the cave In a few jursdictions, this figure Is not shown on the
table. The table also shows certain variations for loss of fingers and toes.
However, not all, but only major, variations in the laws are Indicated on the
table. Where there Is a difference between hand, and hand and wrist combined,

See table 9 for the number of weeks that payments are made for certain Rehedule
Injuries.
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th number of weeks for the latter Is shown on the table. Similarly if the fig-
tires are different for a foot, and a foot and ankle combined, the latter figure
is used.

As can be seen from the table, there are wide differences from State to State
In time payments for the various specific Injuries. For example, for the loss
of an arm at the shoulder, which is usually considered the most serious single
toss of a member, most States provide payments for between 200 and 800 weeks,
but in Wisconsin the payments are for 500 weeks. However, the number of
weeks alone does not tell the whole story. The actual amount received varies
substantially. ftxamples of the benefit payment for loss of an arm are $7,850
in Maine, $14,000 In Montana, and $22,250 in Wisconsin. Some States set dif-
ferent rates for a "major' and a "minor" member, depending upon whether a
worker Is right or left handed.

Another example is the loss of hearing. A few laws do not set specific benefits
for this type of disability. Where loss of hearing In one ear is covered, examples
of maximum payments are $1,225 in Ohlo, $2,700 In Alaska, $8,150 in Indiana,
and $5,850 in Hawaii. For loss of hearing in two ears, Nebraska pays $4,000;
Alabama, $6,194; the District of Columbia, $14,000; and Arizona, $82,999. This
pattern of variations among the States is true for all the different schedule
injuries, but the Jurisdictions paying the lowest or highest amount for one Injury
may not necessarily do the same for each type of injury.

Loss of sight In both eyes is not shown in the table as a schedule injury, be-
cause In almost every purisdiction this is considered a permanent total disability,
as are loss of both legs, both arms, one hand, and one foot, and similar disabilities.

Under most laws, the compensation for permanent partial disability is in addi-
tion to all or part of the healing period. In most laws additional amounts are
allowed for disfigurement, although this is not shown on the table. In many
cases, the disfigurement is compensable only If it Interferes with present or future
earning capacity. Over a third of the.States limit disfigurement to discernible
bead or facial injuries. The maximum payment set In the la, for disfigurehient
varies considerably from State to State, ranging from $500 to $7,000.

PERMANVNT TOTAL DISABILITY

Persons having a permanent total disability are presunied to be. unable to work
at all, or unable to work regularly In anly well-known branch of the labor market.
As mentioned above, permanent total disability also includes the loss of both eyes,
both legs, or both arms, as well as other types of disability specified in the various
laws. Benefits for workers suffering such disability are shown in table 10. This
table lists the percentage of wages payable, the period during which payments are
made, limitations on minimum and maximum weekly payments, and the maximum
total amount stated in the law.

The trend In the payment of permanent total benefits is unquestionably toward
payment for the entire period of disability. Thirty-three laws now have this
provision. These are the two Federal laws, and those of the following Jurisdic-
tions:
Alaska Indiana Ohio
Arizona Massachusetts Oregon
California Michigan Pennsylvania
Colorado Minnesota Puerto Rico
Connecticut Missouri. - Rhode Island
Delaware Nebraska Utah 1
District of Columbia Nevada Washingtol
Florida New Hampshire West Virginia
Hawaii New, Jersey. Wisconsin
Idaho New York -
Illinois North Dakota
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TABLE 9.-Number of weeks forwhich compensa.ion-ia payable for certain schedule injurias*Continued

I Monetay weekly benefits shown on table 81

Lsorloss of use of-

state
Arm"(st Hand Thumb 1st fnr 2d finger 3d finger Litle Leg Foot Great Other Sight of ering, Hearing,

shoulder) finger too toe an eye 1 ear both ears

United States: 24
Federalemployees 312 244 75 46 30 25 15 1289 206 6 160 52 200

3Lo12oremen .312 75 46 30 25 15 9288 205 16 160 5 200
I........ .... .. I I I .... I

*Some States Include additional injuries in their schedules, such as lom of tsticles or
,'skull factum or other bone f aures.

I Payments under this schedule are in lieu of all other payments.
2AJas Law provides for payment of fixed sums for chedale injuries. For'nstnce,

-for the los of an arm, $14,.500;, los of a leg, $12,900;,Jos of an eye, $7,200; loss of hearing in
I ear, $2,700.

3ar are In addition to payments for temporary total disability during all of,pmto ,the bzealin period.
4 For major romber. .
* For minor member.
' By enn,- eation.
TWithout enucleston.
'Lms at shoulder or elbow. In Minnesota and South Dakota, amputation of arm

below elbow considered loss of arm If artificial member cannot be used. In Delaware,
the District of Columbia, Ills, Ma , Mississippi, Tennessee, and under the Iederal
employees! and longshoremen's acts, loss or arm above the wrist shall be considered as
low of arm.
*9 Losof lec at hiporknee. In Dela r, the District of Columbia, Maine, Mlulppt,

and Tennessee, and under the Federal employees' and longsbor)men's acts, los of leg
above mkle considered as loss of leg.

A Calkonia* Ratings vary, based on age an4 occupato of employee. Figures given
are standard rating, prior to modification for occupation and age. The figures shown
for arm, leg, and foot are for cases where reasonably satiactory use of prosthes Is not
possble. Where prostheses can be used, the following figures apply: major arm-280
weeks, minor arm-260 weeks; major hand-240'weeks, minor hand-7221) weeks; leg at
or above knee, 280 weeks. In case ofloes of an arm, or the major hand, or a leg, Iteson-
ably satisfactory uso of prothesis Is not Poble, after receiving benefits for the schedule
period the employee is given a life pension of 15 to30 percet of average weekly earnings.

1 Loss of leg at or above knee If ue of artificial limb possible.
I=Loss of metacarpal bone in case of a thumb or finger, or metatarsal bone in case of

a toe.

14 Loss at hip joint, so close as to preclude um of artificial limb.
'llinois: 235 weeks for l ofarmn. If amputation Is above elbow, 15 additional weeks

is allowed. If arm Is amputated so cle to the shoulder joint that an arfcial arm can-
not be used, or if am Is d at the shoulder joint, an additional 65 weeks (a
total of 300) is allowed 20 weeks or loss ofle If amputation is above knee, 25 addi-
tional weeks. If leg is amputated so dose to hip joint that an artifial. limb cannot be
used, or If leg is disarticulae at the hip joint, an additional 75 weeks (a total of .75)
is allowed. -

WIndian& For loss of 2d toe, 30 weeks; 3d toe, 20 weeks; 4th toe, 15 weeks; and 5th
toe, 10 weeks. I

V Iowa: In addition to maximum weeks, the law sets monetary maximums for schedule
injuries. loss of arm, $SA, hand, $6,500; thumb, $2,2: 1st finger, $100; 2d finoe, $1210,

3dfner Mlittle finger, $740; leg, $7, foot, $5,5=; gpeat toe, $1$30; other te~8
sight otenerIT,4,M loss of an eye if other eye already lost, $7,360; hearing, l ear, ~,5~beIarinL o ears, $60=

u Kanses Payments are in lien.of all other benefits, except that in certain cases addi
tflonal ompnsaton maybeA lowed daring the healing period for not to exceed percent
Of the sceueperiod, maximum 15 weeks.

19 Maine: The incapacity is deemed to'be total for the period given in the schedule.
After the specified period, f there Is actual p t' or total incapacity, benefits for-such
Incapacity shall be paId. (8. tables 8 and 10.)

3Malne: Or for diplopla.
21Massachusetts: A flat sum of $20 weekly is payable for the specific periods listed.

This is In addition to all other benefits. Loss or loss of use of fingers and toes is in pro-
portion to loss of hand or foot.

SMissouri: If schedule loss (with the exception of an eye) is 100 percent, either by
severance or loss of use, weeks of compensation are Increased by 10 percent.I z New York: Ifhealn period exceeds the spectW time. the protracted period beyond
such time is awarded In sditim to the whede loss Incured.

26 North Dakota Loss of leg at hip, 24 weeks; at knee. 195 weeks.
s Oregon: In addition to payments for temporary total disability, law provides for

payment of $46.50 for each degree of injury. For instance, for loss by separation of 1 arm



at or above elbow joint 192 degrees or $89= loss by separation of I leg above knee, 160
degrees or K6975. Complete loss of hearing, 1 ear, V2,790: both ears, $8,M2. Complete

o. los of ght, 1 eye, $4,650. Partial los of bat partial loss of sIght, 1eye, ppr-
-toned to above maximums, partial loss of sight, bor eyes, to 300 degrees of disabity

S Puerto lco:7emanent visua disabilities are to be determined by the managerr of the State insurance fund.
V2 Texas: The industrial accident board allows 75 weeks for loss of hearing in I ear.
3 Vermont: In lien of all other benefits except medical and hospital benefits.
Washington Law provides for payment of fixed sums for specified Injuries, which

wre In addition to payments for temporary total disability. For instance for pua
tlonof 1 leg at the hip, $9.750, amputation of arm ao nea the shoulder than an atfca
a arm cannotbe worn, $9,750, major arm at or above elbow, $8X0, loss of I eye by enuclea-
tion, $4,8; complete loss of hearing In both ers, $8 M,

-a T zLz 1O.-Minimum and maziu

30 West Virgina: Loss of thigh at hip joint. 240 weeks; loss of thigh, 200 weeks.31 Wisconsin: In addition to payments for temporary total disability. Periods during
which payments are made for schedule Injuries are based upon employee who is 50 years
of age or less. Where employee is above 50. periods specified reduced by 2% percent for
each year the age of such employee exceeds 50.

= Wisconsin: Loss at hip joint, 500 weeks; at knee, 425 weeks. For loss of 2d toe, 25
weeks, or 8 weeks for loss at proximal joint; otber toes, 20 weeks, or 6 weeks for loss at
proximal joint. For deahess due to accident or sudden trauma: I ear 50 weeks; 2 ears
33* weeks; for total occupational deafness cased by exposure to noise In employment:
I ear 36 weeks; 2 ears 216 weeks.

= Wyoming: In addition to payments for temporary total disability, law provides for
payment of fixed sums for schedule injury For insane, for loss of arm aoove elbow,
36,000: for the loss of a leg above knee. SZ 0 for loss of an eye or at least 90 percent of
the sight tbe $5,000. (No provision for Ios of hearing.)

be f for permanent total disabiliy

Maximum Payments per wek Total
State percent Maimum period maximumStft PC= stated inof wagesllumMxiu law

Alaaa------ -

-----------

=t ---- ~--------Coanect...........

Delawae..-
Dititof Columbia. ....

U dsho-
Haai..-------

lndi a --- - ------

Iowa -.--------- -Kans-------- ----

400 weeks. (For specific types of dis-
abllity 500 weeks.)

Duration of disability ................

450 weeks ------- -----------------------
400 weeks; thereafter 60 percent of

average weekly earnings at time
of Injury, for iAL

Duration of disabIlity ------------------

_-do-
M 3--o------------------------
60 - do--------------
60 400 weeks -----------------------------
6 Duration of disabil ty.........

I &&0 400 weeks;& thereafter $15 per week ($18
If dependent wfe) plus $4 to $15 for
children, fo duration of dibity.

I,66-0 Life. - - --- -------------
60 500 weeks; thereafter payments may be

made for a uem period-?

60 4l5'weeks --------- ----------

$15, or actual wage If les -------------- $38 ------------------------------------
518, or actual wage if less ---------------
530 f worker is 21 years of age or older.-
57 -------------------- -

$2D----------- ----------------

$103 -------------.....---------------
wZ -------------------------
S25 or actual wage if less -_-----------
$18, or average wage if less ------------
$8, or actual wageu less-----.--
$12, or actual wage If less ---------------
$18-------------------------------
$15 (S18 if dependent wife) to $331 .....

$.50 to$49 ----------------------------
$18 -------------------------

$18-- ---------------------
$7--------------------------------

$52.65 --------------------
$150 ------------------------------------
$35.--------------- --------------
$52.50 ----------------------------

$37 ----------------------------------
55 percent of State's average production

wage ($M7).
$50 ...............................--
$742------------------------------
$42------------------------- ------

-----5--------------------------
$32to$52, (se coL3) ------------------

$51 to $61 ----------------------
$42 ----------------------------

$42 -------------------------------

0

0D
S-

in

0
ma

$1 m

12,500
(4)

(4)
16,500

18,500
17.430

65
65



TAx 10.7-Minimum and maximum benefit for permanent total disabiity-Continued

Maximum Payments per week Total
State percentage Maximum period maximum

ofwagum Stated in
MinL-ium Maximum law

Kentucky--------

Loui1slana--------
MaineMaryland. ---------------

M~ylu~---------Massa ets&. ........

Mchlgan... ...........

MLssMppL

Montana--. ------
Nebraska ........-

Nevada_• -
New Hampshire.........

.New Jersey
I.

New Mexico -------------
New York_; ---

:North Carolina. ....

North

Oklahoma -----.........

P ennsyoico-.
Perto Rico......_

66%i 425 weeks' .............................

400 weeks. ..
500 weeks .................
Duration of disability.'---------

__ _do - -...--- ----- ----- ----- -----

663I ...... o 6------------------
An= AM

450 weeks .........
300 weeks, thereter 40 percent of

wages: m ium $27.50 for duration
of disability. -

500 weeks --------------.w..-.-----......
300 weeks, thereater 45 percent of

wages: maximum $32 for duration of
disability.

Wie --------- _... - -- - -- - -- - -

312 weeks; thereafter annual extensions
in the diseretlon of the labor commis-
sioner.

450 weeks;, under- certain conditions
benefits paid for life.12

500 weeks- --
Durationof disability.
400 weeks; 500 weeks for 2 injuries In

same employment. (Payable for life
In certain cllc stances)

25 percent of 85 percent of the State's
average weekly wage.

$10, or actual wage If less ----------------
$18... ........ . ....... .............

$18, or average wage if less.
$20 -----------------

$18 to $2-- --'......................
$17.50, or actual wage if less ...........
$10 .....................................

55 percent of 85 percent of the State's
average weekly wage.

$35-------------------------------
$42........................

$53, plus $6 for each total dependent.
Aggregate shall not exceed the average
weekly wage of the employee.

$33 to $571 ------------------------------
$45 --- ------------------
$35-------------------------
$42.50 -----------------------------------

$25.50..--------------------------- $22toSW ---------------------------to$50---
$26 or actual wage if less. Ist 300 weeks; $40. (see Col. 3.) .......................

thereafter $22 or actual wage f less.

$37.50 to $51.92 1
$15, or actual wage If less ................

$10; after 450 weeks may be $5 12

$24, or actual wage If less ..............
$20, or actual wage If less ----
SO ....... ......................

1,110 ...... - ..................----- $15. p11s $3 for each dependent child
under 18, or, those 18 and over in-
capable of self-support (up to a total
or $15).

..do ----.-.-.-------------------------.. $402,t or average wage If less --------
500 weeks ------------------------------ $16, or actual wage if less --------------
Duration ofdisbility - ------------- $2.25 to $6346 1 ......................

----------------------------- -------------- $27.50, or 90 percent of actual wn-e if
less, but in no event less than $20.

-do- --------------- -------------- $.23 -----------------------------------

21.000
30,000

------------

(11)
12,500

$37.50 to $51.92 ' ....................................
$5 . ..--------------------------------- -- _.

$4512 to.. .............. ...... ft........... ............

$45-----12 ---------------------- 2,0

$55--ft-- --------------------
$37.50---------------..----------.. '312,000

$45 to $60?1- --- -------- ----- -----

$49...- ----------------
o37.50. ...................... .. '"-

$28.85 to 3Q 46 I ----_------------------
$47.50 ..................................

$20.76 ----------------------------------- I --- ........
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South Carolin a ......... 60

South Dakota -. ; 55

-------e -- 65

T..... ... 60
7Ulah -- .... ,- ------ Go- • 8

Vemott.- ;3

Wmbh n g.....

Wisconsin....;. M
Wyom... ng..... .

United state
Federal employecs... Owns
Lonphoremen .... M"3H

50M weeks-------------------------
300 week thereafter 30 percent of cam-
- in; maximum $15 for iL.
58 weeks.; -------- _------------------

401lweeks---------------------
260 :weeks; thereafter 45 percent of

weekly wages during disability; ma%-
mum $40.1,

30weeks ------

-0wok-----------------
Duration of disability .----------
Life.+ -- -- -"--- -- - - - - -

------do..--
Duration of disability ---------------

benefits under thie -rM..oaj DU -
biUty Imaurance Act.

$5------------------------------------
$20, 1st 300 weeks; $12 thereafter ......

$15, or average wage if less, but in no
event less than $12.
------9 ------------------------

$25to$n Z9 . ..........................

$20, plus $2.50 for each dependent child
under 24, or average wage if lem.

$14 -------------
M.8 to $71M --....--............ ......

-$22 .---------
$14.---------------- ---- --
=36 to $362,1 plus SM14 for each do-

pendent child under 18, or each chld
under 21 incapable of self4upport be-
cause of mental or physical inca-
pacity. 7

$11.54, or actual wage If less .........
$18, or average wage if less ------------

'According-to number of dependents. In Idaho, Oregon, Wpohington, and Wyoming.
according to marital status and nunberot dependents. -Under the -Foderal Employees
Compensation Act, the 75 percent of wages scontingenlt upon the exist umof astatutory
dependent.

2eThe California law provides-for 65 percent of 95 percent of actual earnings, or 61YL
percent. -

Colorad: If periocedidtbilty benefits ae payable to the worker under the Federal
OASDI, the workmen's compensation weekly benefits shall be reduced (but not below
zero) by an amount appr onealf such Federal benefits for such week. If dis-
ability benefits are payable umdor an employer pension plan, the workmen's com-
pensation benefits shab reduced in an amount proportlonal to the employer's percent-
age oft contributions to the plan.

Colorado does not limit total maximum for disability from accidental injury, but sets
a maximum of $12,5.25 in case of o patron diseases.

' Hawaii: After $25,000 h. been pal corn oat the same rate Is paid from a
special fund.

A'In cas total disability begins after a period of partial disability, the period of partial
disability shall be deducted frm the weeks specified.

SIllinois: After $13.500 to $17,500, depending upon number of dependents, has been
paid, a pension for life Is provided.

7 Indiara After $16,500 and 00 weeks, further payments of compensation may be
paid for an Indefinite period from a special fund.

8 Kentucky- If period of total disability begts after-a period of partial disability, the
period of partial disability shall be deducted from the 425 weeks.

9 Lav exressly provides that such payments ae in addition to payments for ter-

M % = : Law states that them Is a conclusive p ption that disability does not
extend beyond 800 weeks, but after that time the ques of permanent total disability
is detand In each case In accordance with the facts.

I Mnnesota* After $18,000 paid, OASDI benefits credited against workmen's com-
pensation benefits. "

,, New jersey Beneft set in accordance with a "wage and compensation schedule."
After 450 weeks, If worker has accepted such rehabilitation as may have been ordered by
the rehabilitation commission, further benefits may be paid during disability, amount-
Ing to his previousweekly compensaon payment diminishdW proportionately as the
wages he is then able to earn bear to the wages received at the time of the accident. If
his wages equal or exceed such former wages his benefit rate shall be reduced to M. a
week.

1 North Carolina: In cases In which total and permanent disabilty results from

paralysis resulting from an Injury to the brain or spinal cord or from loss of mental ca-
pacity resulting o nnjur to be paid during the lifeof the injured employee withot regardto, the 400 week or to.the$12,000 maxi~mum..

"+Ohio: For persons previously awarded permanent total disbilty.bnefits, supple-
mental payments may be made from the disabled workmen's relie fundtoborlng paynent

upto $40.25.
*sRhode Island: After 1.000 weeks, or after payment of $16,000, payments to be made

for life from 2d-injury fund.
'* Utah: After payment of $15,80 by the em ploye r or. carrier, a worker who has coo per-

ated with the divison of vocational rehabilitation but who cannot be rehamilita
receives from the combined Injury fund 45 percent of wages or period or disability;
weekly maimm $40... *

17 Wyoming: As to the allowance for the children, the law states: . there+ shall
be credited to the account of each of such children: . a.lump-sum equivalent to $24
per month ($5.54 per week) until the time when.ch Of said child ren _wold,,becomxe_ 18
years of age; provided that the lump sum credte totheaccount of all said childrenshall
in no caseocecood 7,000." Tihe tota u xinium of $19,000 ShOWn on thne tuble inclues
the $7,000.

;T AVAILABLE

')One u n"fl _ tt ... .. .......Witty Insuranco Act.

$38 (see col 3)..

$3 5 --- ------ -------
$0 to $ $25 I --...-- --------.---

$39, plus $2.I for each dependent child

under 21.

$38 0 to $7I---

$28.85 to $34=.6,' plus $5.54 for ec de-
pendent child under 18, or each child
under 21 Incapable of self-support be-
cause of mental or physical Inca-
paclty.v

-- ---- --- --- --- ---- - - -
$70------0------ --------

10.0om13,5M

14,000

12.870

15,60

II 12,000-
1000



*Countrywide workmenpa compensation statistics reported for private carriws ar'd certain competitive State fund

Death Permanent, total Major permanent partial Minor permanent, partial Temporary, total

State Policy NmPeriod 4n-Indent- MdclNum- Indem- Nam- Indem- Nina- Indem- Nam- Indent-berof nity M edia r of nity Medical ber of nity Medical We of nity Medical ber of nity Medicalcaes cam caes cam cam

S6- 6 8 K 5,697 71 8 77,587 49l7 97 470,110 224,389 651 837,583 426,837 5.824 1,259,765 1,160,977.. 1960-61 8 173,078 3,378 1 20,000 5,000 40 371,831 133,378 181 508,124 220,683 1,106 412,763 320724.Araus 1960461 77 773,916 21,798 7 104,6 311 139 696,385 253,491 1,130 1,61Z,813 757,883 5.019 1,080,714 96,27Ca -o-----.......... 1960 676106, a0, 277,29 50 3,.,937 &W9 3,485 3, 822,615 11,496550 21 ,743 150,459,23617,327,088 60,294 16,774,944 12,876,274ColiadoL.- ___o__ 1960-61 845609 45,560 11 238,226 39,W0 145 98M9 277,148 1,481 Z 9W, 51 , 014.045 4,98 1,130,488 95,957C o ml_ 1960-61 54 1, 370,955 21,211 4 135,876 121,719 209 1,65,l795 630,384 3,232 4,888,704 17 ,7 14,= 3,639,837 2,502,740e1960 12 248,59 3,2, ------- - l- 3 47,689 149,308 107 186,640 62,309 1,610 310,834 21,46D trtofd ok.... .. 1960-61 25 n980 10,016 3 -11,306 15,500 2 1101,834 247,966 567 1,331,704 364,211 4.241 828,162 596,828'Florida- 1960 163 1,9,758 90,438 12 365.199 281, 12 518 3,80,464 1,34,307 2,932 5,34,Z767 2,420,750 21,209 6,295,156 5,016,795Go -L....______ 196-41 138 1I, 641 28,792 16 10,691 29,579 255 1,231,,5 365,292 1,530 , 36,486 76Z 9 9,872 2,37, 0 1,887,095
, awa . 1959-60 9 193,759 16,212 -3 49,800 81,000 60 493,302 208,278 514 1,096,3271, 447,841 5 ,007 710,469 44,,747I1daho ___ 1960-61 43 400,179 12,728 2 8,165 3,786 21 134,990 99,597 438 624474 302,016 3,360 808,069 67,260lnois 196 1 24, 723,684 1 , 36 8,1,995 896,809 1,148 7,23,571 1,893,84 15,85 20,210,84 4,804,241 22,974 10,397,332 4,403,312Ii.ana 1960-61 140 1,718,829 33,71 1 1,214 3,794 320 1,877,884 648,020 2,456 3,766,246 1,365,534 11,151 3,248,564 2,251,838Iowa.......... ,1960-61 92 792,428 37,577 9 93,358 5,215 104 532,144 194,912 8ot 1,250132 579,386 6,143 1,547,357 1,459,550x 1960-61 108 993,901 41,469 12 115,483 36,559 295 1,774,152 405,82 1,493 2,826,872 802,968 5,030 2,116,,,5 1,10,81419o60-0 " 53 -,57282,1 / 120,171 91 109,57 281432.115M 68500 ,1,55110,1

1 19,887 71,800 190 921,900 320,980 869 1,475,964 650,951 6,040 1,553,782 1,250,600i1959- 257 Z,824507 111,157 92 0,7 282,1151 1,176 7,855,6981 2,000,984 4,057 8,511,35112,634,97 22,887 10,346,768 5,406,321
m i. ... 1960-61 24 217,45W, 6, 1 19,5001 50,00 33 199,236 85,058 281 350,117 -156,179 3,550 1.012,601 675,074



Maryland-Maahsetts.__.....
Michigan m- ... ... --..
Minnesota.... . ...

Nebmsk... .
New Hampshire-..--
New Jersey.
New Mexico.._
New York'---------
North Car a -
Oklahoma .

Rhode blad
South CWlnL----
South XDaotA.....- ..
Tenne ee. - -Texas--
Utah .. .
Vermot....
Virgnia ------

Grand totvL...tefu

I Inclufescopefttv Statetfund expedenos

1960-1
1959-60
196041
1960-6
1950-61
1960-61
1960-61
196041

19601

1950
1960-11960-f

-1960-61
1960-a
1960-61
1960-61

1960-61
1960-1

1960

1,146,117
3,82=334
3,122,753
1, 544, TI
1,010,698
1, 508, 012

319,752
608,409
116,802

4,090,561
817,139

1,211,336
1,587,654
3,3,=55

97,814
6M855
94,817

1,124,468
4,992,53

39,487
88,640

615,630
1,536,272

30,360
150, 5
109,349
63,455
33,892
55,293
9,609

10,263
4,5O6

113,183
25,033

278,555
25,492
5K,218

134,625
12,87C
13,7621,987
42,96C

272,028
28,9M3

2,806
23, M
60,908

14
14
22
23
9

9
1

32
6

42

8
-57

3
5
4
7

87
1
1
5
6

380, 584
564,600
467,807437,9681

481,172
15,250

111,917
13,640

1,194235114,000
724,064
198938
771,6011
40,090
48,500
47,955
75,552

1,019, 151
14,116l
11,880
67,425

1W4,814

36 ,881
327,803
279,964
518,565
149,650
420.065

779,486
61,100

471,059
170,987
120,003
129,992

14,000
53,700
64,231
24,355

1, 333,609

15, 000
53,220
87,952

308
1,253

597
246
330
379

47
87
49

764
210

1,465
254
398

1,262
80

168
15

374

28
166
18a

1,620,861
9,620,961
4,374,472
1,658,916
1,813,671
2,039,557

334 in
59,659
316,163

6,0M4 730
1,332,506

12,616,778
1,257,828
1,926,231
6.796,403

S526, 4i6944,381
99,82

2,134,269
14,749,184

327,013
188,553

1.035,772
1,948,005

465,781
3,186,709
1,473,579

590,490
585,428
662,537

88,803
248, 039
188,193

1,5,918

3,709,845
480,184
727,.%1

M8,69342'7,68
50,316

542,479
4,345,311158,303

97,72
315,087
a%=53

3,850
4,450
1,677
2,311
1,350
51034

159
603
310

29,172
1,020

27,279
21634

386
1,672

125
2,186

18,094
205
239

2,562

5,530,056
5 ,470, 543
3,676,645
4.124,983
x,538, 611
7,002,34373,202

966,351
505,475

27,68, 9
1,706,008

32,145,460
Z9SL,405
,4, 0528
1,940,907

779,725
2,99,134

201,859
3,481,936

18,229,478
299,879
336,180

1,772,166
3,13684

1,277,378
2,249,852
1,457,727
1, 723,252

987,326
1.897,93

133,406
406,919
:234,668

6,278,671
687,457

9,850,551
1, 29,449
1,=,699

722,966
360,169
667,903
102,552

1,2S1,495
6,398,295

170, 095
170,421
792,900

2, 072,39

9.456
26,748
20.6251
10, C71
9,278

13,617

3,240

16,034
2,912

12149
6,601

30,474
4,693
4,206

74
8, 914

132,890
3,6801,3721

10,647
17,185

3,251.0401
12234,254
10.578,102

3,666,946
2,161, 023
4,211,780

292,151
896,46
971,593

4,264,862
964,332

32,724,383
2,567,210
2,195,o8
7,332,W9
1,793,830
1,220,734

171,6o3
2,263,295

11,178,101
53, 094
450,135

2,2eZ147
3,5K0657

1,36,208
5,636.607
7,067,383
2,631,949
1,663, 011
1,958,079

208,316
714,786
718 ,056

Z,120.545
649,22

17,5 01, 975
1,866,088
1,194,819
6,346,125
1,199,849

742,581
163,823

1,687,294
641,634
474,857
309.325

2,011,382
2,=.9452

139, MU-0801 881 -762124 1OZ 255 1M.6711117,1K1,11 1110191111=6741 X 76& 9, SRI 649[21, 0111 110i = 113
r , . IM I-5,703 175, ZW, =5F2,47 so5

MI g
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,Two of these do not specify payments for the entire perLoi Jn Indiana, after
the first 500 weeks and $16,500 maximum has been palid,'firthbr payments may
be made for an indefinite period of time; and in New Hampshire, after 812 weeks
annual extensions may be made in the discretion of the labor commissioner.

New Jersey pays for life providing that, after 450 weeks, the worker has ac-
cepted such rehabilitation as may have been ordered by the Rehabilitation Com.
mission, and is still unable to earn wages equAl to' those earned before his accl.
dent. His benefits, however, are reduced after the 450-week period., Benefits
are also reduced after a varying number of weeks in California, Idaho, Missouri,
Nebraska, and Utah.

Eighteen of the thirty-three pay a maximum of $50 or more a week for the
total period of disability: Alaska, Arizona, California, Connecticut, Delaware,
District of Columbia, Hawaii, Idaho, Illinois, Massachusetts, Michigan, Nevada,
New York, North Dakota, Oregon, Utah, Washington, "And Wisconsin.

An additional State, North Carolina, pays for life in cases in which total and
permanent disability results from paralysis resulting from an Injury to the brain
or spinal cord or from loss of mental capacity resulting from an injury to the
brain.

In the remaining 20 States, the payments are limited as to time, amount, or
both. Two of these, Maryland and South Dakota, specify payments for life,
but the laws set total monetary ma~imums. The time periods range from 3830
to 550 weeks, and the money limitations from $10,000 to $80,000. Three of these
States pay a maximum of $50 or more a week: Montana, Vermont, and Wyoming.

Some laws, including those of Hawaii, Nevada, Washington, and the Federal
Employees' Act, provide additional payments for an attendant, If one Is .required.
,In some States, the payments are' differentfor single or married persons, or

for workmen with dependents. For example, in Idaho the maximum weekly
payment for a single employee is $32, while a married employee may receive $87
with $4 per week additional for each dependent child up to.a totAl maximum
of $52 a week. Illinois Is an example of a State that makes no distinction be-
tween single and married employees, but provides additional amounts for de-
pendent children. This State pays a maximum $51 a week for a single or a
married worker, with additional payments for children up to a total of $61 a
week.

Senator ANDERSON. I understood the Department of Labor had' fur-
nished us with one report showing that only 4 of the 50 States have
maximum weekly benefits equal to two-thiids of the average monthly
wale.

Do you agree with that statement?
Mr. KALMYICOW. "Would you please repeat the statement?
Senator AxDERsoN. This was fuurnished by the Department of Labor

saying that in only 4 of the 50 States-did'the maximum weekly benefits
equal two-thirds of the average weekly wage.

Mfr. KALMYKOW. I don't knowiexactly the date of that statement,
because there have been some consideabl -

Senator ANDERSON. I don't, either. But have you got something
greater than that?

Mr. KALMYKOW. Yes, I think we can show something greater than
that.

Senator ANDERSON. Senator Douglas said we can get that. from the
Department of Labor and your figures. Tley said 5_- Stites 'had
average of les than 50 percefit of the weekly wage; is that right?

Mr. KALY]KOW. I think it is a question, you have to examine the
figures, as I say, and examine the dates. I think it is a question of
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what average wage you take into consideration. Some of them have
used the manufacturing wage which is higher than the leveiin general
employint -

Our figures are based on people who are actually-hurt in compensa-
tion cases, their actual wages at the time of injury, we keep very close
track of that for rating in our own payment purposes.

Senator AW'DERsmoi. I hope we can get the two figures together and
see what they look like.

Mr. KxATIo. Mr. Chairman, can we furnish those figures for the
record?

Senator LONG. Yes.
AMERIQAN, INSURANCE Assooi,&no,

Nrew York. N.Y., May 19, 1965.
Congress H.R. 6675.
Mrs. ELIZABETH B. SPRINGER,
Chief Clerk ;on ittee on Finance,
Nciw SenateOfce Building,
U.S. Senate, Washington, D.O.

DEAR MRS, SPRINGEP., Pursuant to the request of the members of the Committke
on Finance at the time,of our appearance, I'am pleased to enclose an up-to-date
table which indicates acomparson between average take-home pay in each State
and the maximum weekly workmen's compensation benefit for total, disability
payable in that State. I may say that a number of States are presently still
considering workmen's compensation benefit legislation but have not yet taken
final action with respect thereto, . " "

The enclosed table also includes the full average Weekly wage for each State
As reported to the National Council on Compensation Insurance with "epe t
to actual workmen's compensatloni claims paid by member companies. Th!s data
Is furnished twice a year to the National Council in connection with their rate-
making functions.

I may add that bulletin No. 212, revised 1964 by the U.S. Departmeiat of Labor,
pages 36-37, which I understand was referred to by some of the members of the
committee makes reference to workmen's compensation benefit levels as of 1908.
There have been a number of inereases since that time. The comparison.is to
full average weekly wage with no reference to income tax or social security deduc-
tions. In some States that bave additional payments for dependents the full
allowance of Such payment is not indicated. The average weekly, wage.Uted is
in some instances somewhat higher then that earned by the average workmen's
compensation cllaimant. It may tend to reflect wages of production Workers in
manufacturipg which are somewhat higher.

The estimatM as to the area of overlap furnished. to us by the National Council
on Compensation Insurance was asked on figures of actual claims paid member
companies eiassified by type of 'diSability reported, to, the National Counoll for
ratemaking purposes. To these were applied established percentages reflecting
duration of disability. Consideration was also given to a special study. made by
one large carrier of workmen's compensation insurance made partlularly for
these hearings.,

I trust this gives -you the information requested. I have tried to rush this
material to you because of the time limitations which you have indicated were
in effect.

Sincerely-yours, . "'.e .... ' " ANDREW KALU'YKOW, 0O1M'M,

Enclosure.

- ,k
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(The figures referred to follow !)
Ratio ot workmen's oompeneatlon benefits to weekly fake-home pay

Average Workmen's Compen.
Average weekly compensation ton benefits

State weekl, take-home maximum percentageof
pay ' weekly take-bome

benefit A Pay

'Nstional average ....... ............. $89.76 $80.93 $53.71

Alabama ............. 73.63 67.98 X800 86
Alska .. ....................---------- 149.00 130.10' 100.00 77
Arizona- ..................................... 100.92 0.K06 152.50 169
Arkansas ...................................... 70. 2 65,16 5. 00 4
Calfornia ...................................... 11&94 101.21 70.00 6
Col o............... .............. . 96.4 8. 66 43.75 81
Connecticut ...............------ -9. 63 88.5 960.00 .07
Delaware ...................................... 87.47 79.30 80.00
District of Columbia ........................... 9.19 8. 30 70.00 V.
Florida ........................................ 7& 07 69.05 .'42.0 $1
Georgia ........................................ 73.28 6 74 37.06:
Hawai ......................................... 97.03 87.11 7& 00 86
Idaho ........................................ . 0. 44 .81.8 462.00 64linois ............. 9. 3 8. 73 4 62 00 71Indiana. " ....- ".. " 87.10 78.94: 45.00 67Iowas ......................... ... .. 8820 A7&8 458.00 72

ansas ........................................ 9025 81.3 42.00 52
80.72 73.59 41.00 5

.0entucky .................... 77.......... .. 35.. 72 41.00 6
in- - - - - - - - - - - - - -.... - - - - - - - - - - - - - - - - - - 7290 77.32 42.00 4Maie4 ........ ..... ......... ...... ;...... .. '. .7297 67.32 42.00 0

Maryland................................. 87.76 58 6 5.000Mas.abbuet..a ...... 7.1..0.......0. o
Michugai . ................................. .o O0 91.00 10
,Annesota.. t 2.29 83.14 4& 00 54
Miss"sppi ................................ 67.74 83. 08 35.00 65

Issou ......... .................... 88.00 79.60 41.80 80
Montt a............. ..... .............. .. G&34 8&08 4 5800 64
Nebraskas . . .. .. . . .  . .  ..... 1.  . .... 855 8 77.76 40.00 61
Nevada. ................................. 113.30 898.76 482.31 63
Nw Hampsire................... 7..88 70.40 4.00 N
N6wlersey..... ... ................... .93.88 84.68 45 00 53
-New Meo...... 890 8 61 .40.00 45

ew. York ................................. 9 5.45 85,89 .OD 70
orth Carolina .............................. 70.60 65 14 87.50 as

North Dakot&..... . ............... 81.86 '73.71 460.O0 81
hio .... ........................... 101 191.68 6.00 61
kahoma ................................ .83. 70.41 37.50 49

Oregon ................................... 97.04 8,5.81 473.5 86
PeisylvanlA ................................. . 93,0 83 88 47.50 7
Rhode Island.,, .............................. 88. 03 79.64 4&00 67
South Crolina .............................. K.93 63.93 . 6
South Dakota ................................. 84 78.40 8.0 48
ennessee................................. 74.05 6 8.07 8.00 86
exas..... ........ . . . .. . 8484 77.06 8& 00 45

Utah. ...... K .... .10128 .41 4. 00 68
e , .............. 750 69.00 447.00 68
ii7 8 ... 3........ ........ X 66 . 9.00 6Wabi 89.4 471.69 so

WVhngon .... ........................ 101.78 38.40 76
west V W stnla................... ... .3. 27 8286 38004

9is6ons83 ........................... 7 9 .g
Wyoming.. ...... ....... ........... . 525 584.87
Longshoremen's Act ......................... (4) (o) 70.0..........

B onsed upon wages of employees to whom compenaation paid, July, 1984, National Council on Com-
pensation Insurane.

' Average weekly wages less Federal Income and social security taxes (4 deductions).
a As of May 1965, Includes maximum allowance for temporary total disability for worker with a wife

and two children. (Illinois, Iowa; Michigan, New York, and Vermont reflect benefit increases contained
In bills that have passed their legislatures. I

4 Includes addition allowance for depetidents.
' Figures not available to National Council on Compensation Insurance for monopolistio State fund.

Source: Production workers In manufacturing, 19W0 statistical supplement, Monthly Labor Review, pp.
835 (U.S. Department of Labor). :

a Figures not available, varies In each State.

Senator DOUGLAS. Mr. Chairman, may we ask the Bureau of Labor
Statistics to furnish this tabulation as close to the present date as
possible?

Senator LoNG. I will ask the staff to see if they can get that.
(The following was later received for the record:)
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Ratio of Maximum weekly benefit 'fdr temporarily totat dsacbillMy 't average
roeckly ioages, by State

Maximum weekly Maximum Weekly Vatlo of maxt.
temporar total temporary total Average weekly mum temporary

disability benefit disability benefit wage as reported total disability
for single worker for worker, wife, under the State benefit for work or,

State or for worker aid two depend- unemployment wifeand two
with dependents ent children Insurance acts, dependent chil.
where law makes where additional 1Q62 dren to average
no provion for cornpensati n is weekly wageI

dependency. allowed for (Percent)
allowances, 1063 dependents, 1963

Alabama .......................
Alaska .........................
Arizona ........................
Arkansas .......................
California .......
Colorado..' ..... ........
Connecticut ............
Delaware .............. I .......
District of Columbia ...........
Florida .........................
Georgia ........................
Hawaii .........................
Idaho ..........................

inols .........., .............
Indiana................
Iowa.. ............ ;.........
Kansasem.................
Kentucky .............
Louisiana .............
Blaine ......................
Maryland ......................
Masscihusetts ..........

ehlgan..............
Minnesota ..........
Mississippi ...... ..........
Missourl...... .........
Montana ..............
Nebraska ......................
Nevada .....................
Now Ifampshite .............
New Jersoy...... - a......
New Mexico .................
New York .............
North Carolina ................
North Dakota ..................
Ohio ................
Oklahoma ......................
Oregon ...................
Pennsylvania .............
Puerto Rico ............
Rhode Island ............
South Carolina .................
South Dakota .................
Tennessee............ ..
Texas ..........................
Utah ..........................
Vermont ....................
Virginia ..................
Washington ...............
West Virginia ...............
Wisoonsin........ "". "Wyom .ng....:.........

$38.00
100.00
150.00M 0035.00
4& 75

70.0065.00

42.00
37.00
7U00
32.00
81.00
42.0
84.00
42.00
f.t00
300
42.00

40.00
46,0048.00

4&.00

33.00
68.0037.60
'4.00
6.00

37.5045.00

8.00

35.00

4.00
89.00
47.00
3X.00
8.09
40.80

..................
$188.90

o..................

45.00.
-5.00

42.00

........ ...:

.. o........ 
4 &in~

4.00
4246.. ..... .;...

71.00

80.77.. . .........i .."

44.00
..............

67.89

58.8

$50.9
10.

68&94
113.29

104.82
100.49
99.13
85.80

87.04
88.78
50.84

118.98
98.83
89.04

98.60
89.97
8809

82,79
108.09
92.881I08,9
74.2685.81

107.86
89:7
077

87.12
81.04

$1.96
106.13

97.10
100.19
8.44

46.9
8.t2

185.750.8
61.8
45.1
62.5
4&7

49. 1
46.8
88.6
60.3
40.8
46.83

39.4
82.1
b2.7
7&838.8
46.8
60.0

.49.1
44.8
45.4
64.9
64.3
41.8
41.1
60.6
50.6

* 69.4
82.2
41.8
2.2

40.7
75.1
62.848.8• 4& 3

44.488.9
62.45b, 7
46.1
54.4
39.1
63.0
no.

'he percentages Ini this column are found by dividing the maximum weekly benefit for a worker, his
wife, And two dependent chlldreh by the average weekly wage. The 1963 benefit Is divided by the 1982
average weekly wage, as the wage data for 1963 were not available when the ratios were computed.

M r. ICALsYt oW. A good many of the figures we have mentioned are
attAched to the statement we have skibmi-ted. A lot of those figures
are m here.. w tco r o h y

Senator g~uoa s.&A want to congratulate you on hawng as your
counsel former Senator Keating. W miss him and you are brilliantly

fr. Don m'r. We think SO, toO, Senator Douglas.
Mr. 'K.ATN.; Thankyou verymuch,
SenatorLoNG. Senator Curtis?
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Senator Curzs. Mr. Chairman, I want to say we are glad you are
here and we have a, special greting to' Senator Keating.

Isn't it true that this section 803 does not need to be necessarib a
part- of, this bill kiealing with hospital and medical care; isn't that
correctI

Mr. KALMYK W. Yes; it has no integral part in that scheme.
Senator Curis. "While I Am not in favor of this bill, I am anxious

to see to it if the Congress' is to pass a bill that it be as good a bill
as possible. It is a giganticundertaking. The amount of money that
will come in under it, the number of people to receive benefits, to start
immediately will be a very sizable undertaking.

Therefore. I think the Congress should do the best job of legislating
it can, and it seems to me that this section 303 without determining
its merits necessarily, it Will be wellt0 delete it and take it up at a
later time as a separate item rather than to give it limited attention
now in the many complex provisions of its program.

.Would you agree with'that?
Mr. KALMYKOW. I certainly do.
I think, as I indicated before, it is such a departure from the present

concepts of what the Social Security Act is intended to cover that I
t1ink it might be well to give the matter considerable study before
taking such an important step M

Senator CO &rs. That is al, Mr. Chairman.
Senator DOUoLAS. Mr. Ch airman, if'I may ask, but wouldn't that

leave this overlap existing in cases of permanent total disability?
Mr. KALMYKOW. Yes, it would. At least it Would extend it-
Senator Dou6LAs. You are ready to do that?
Mr. KALY'KOW. Well, as we indicated before, we would prefer

to see the offset restored, but if there is a desire for further studying
this area, we certainly would like to see no extension of that principle.

'Senator LoO. Thank you very much, sir.
Dr. DoRsv-r. -Thank you.
Senator Lo'o. In compliance with ' a previous request of the Corn-

mittee the Department of Health, Education, and Welfare has sub-
mitted a memorandum on the operation of the "pass on" provision.: I
believe it would be helpful to insert that memorandum in the record
today since the subject has been discussed.

(The memorandum referred to follows:)
OPERATION OF "PASS 0N"' PROVISION

The 'maintenance of State effort" or "pass on" provision contained In titl6
IV of H.R. 6675 is basically Intended to assure that States do not receive a~ldi-
tional Federal funds under the bill while at the same time reducing their ex-
penditure of State or local funds. The new formulas for Federal pfirticlpatton
In assistance payments; th expended medical care program'id: the elhnlnO-
tion of restrictions on aged mental and tuberculosis patients makes available
approximately. $425 milon, ar in: additional Federal ,fuqds -on thel fnsis
of existing.0tate an4,local e(%peYditure. ,in asidition,.abouqt;$000 miio aeq
of hospital ciare'and other Medical s'rv ices- foki, jublie- assist:Ahic recpientg Wofild
be met through the social Insurance system, rather than through Federal-'StAte
public assibiane-paymetti'

.The 'pass 'on, provision works this Way. Assume that a- state's total expen-
diture for public assistance have been $100 million--,5 miltton -f, Federal
funds and $50 million of state funds, Under the bill, th6*neW frmla ln ight
entitled this State to $60 mill6ii il'Federal funds on the basis of iltA W, million
of State fund expenditure if these .were eaetly maintained; this would be' an
increase of $10 million In Federal funds. 'if the State's total expenditures rose

948
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to $110 million--an increase of $10 mllloh-4he State would e entitled to the
full $60 million from the Federal Government sinc4 it was maintaining Its W
ntillion.
If the State's total expenditures only rose ;5 million-to $105 million-then

the State wold receive $55 million in Federal funds even though the new
matching basis might have entitled the State 'to $58 million of Federal funds,
since the "pass on" provision requires that the increase In Federal funds can-
not be more than the Increase In total expenditures-$5 million. In any event,
to receive more from the Federal Government than the $50) million previously
received, the State would have to, fully maintain its $50 million State fund
expenditure.

Assume that a State had been spending $11 million, divided equally between
Federal and State funds and that It continued to spend this amount in the
future. Even th, gh the' new matching formulas might indicate a larger Fed-
eral share than W') percent (or $50 million), this would not result because the
State would still-have to put up the $50 million that it had previously. : In other
words, there can be no increase In Federal funds if there is no 'increase In total
expenditures, and :likewise the increase in Federal funds cannot exceed the
increase in total expenditure.

Assume that 'another State bad been spending $100 million, divided equally
between Federal and State funds. In this State, however, because of the avail-
ability of the new hospital insurance program, the increase of OASDI benefits,
et cetera, both the total expenditure and the Fedeial and State expenditures
all dropped, instead of increasing. The total dropped from ;100 to $90'million,
and then under the new' matching forbhulas tho State's share decreased from
$50 million to $43 million and the Federal share decreased ftom $50 million to
$47 million. In this instance, although the proportion of the Federal funds
would be higher than under present law, there would be no adjustment made
under the "pass on" provision since the Federal participation would be lower
In dollars than for the earlier perl6d

Seniator LONo The next Witness will be Mr. James"A. Flynn, N.ew
York Shipping Association.

STATEMENT OF MMES A. FLYNN, COUNSEL, NEW YO1MK SKPPING
ASSOCIATION, INC.

Mr. FLyw. Mr. Chairman and members of the committee; my. name-
is JamesA. Flynn. X am with the firm of .aorenz, Finn & G3iardino
as counsel to the New York Shikping Association.. 66Th, an

My remarks will also be addressed to sectioyi 303 of HA. 6675, and
in many respects will parallel those'that Mr. Dorsett who peded mastated. :

We -are concerned that, if section, 303, is enacted int.4 lw, it will
result in further extension Of the area-o duplication of benefits which
has been subject to question jit a few minus ago.

In the time alloo4, I w4o~ld like, to sumnuarize the reasons set, forth
at greateylength in y writte statement why our New york ShippingAssociation opposes section 83 i -iits, present, fopn... It isour viev
that this very important and very drasti iiperease, or change in Social
Secure y Act was unwisely inserted ino the medicare program. We
feel it is wspbject properly of a separate bill. It was inserted without
advance notice or hertrings of ay.kind, vnd Without 4n opportunity
for. those who were vitally interested in the problem to be -heard, as
the Senate h Ven us the oppoitpnity to be heard niow.

Wethink tat if ectd it will seriously endanger the e1hfeiveness
of State and Federal workmen's compensation laws which have been
successfullydevelopedover'the past,5Qye'ars.,,
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Lf rify thepiesent law provides for 'disabil ity payment ,if apeitw n iS tttiily disabledd' ttlly and} peirnanently'di~abled, or else th
disability Jsof, idefiniteduration.

SSecion 303 would drastically. change that by provciWng-for disable.
topaymnents if the total disability asted, for 6 months or longer, -This i a drastic and signiflcint chafi'ie.' - -- : .:

We have reqviee our own reco4d1sr ts6eC'th]6exteht of t" duPii"
tion of benefits that will result and we have selected two cases and
these were selected at random to show how this area of duplication
would b6onacted,

In 'the first case, and this is an actual case, the em oyQeo earned
approximately,$6,000 the 21 months preceding his disability. Under
New York compensation law which is about to be increased to $60 per,
week he would receive approximately $8j120 a year.

If section 803 is enacted, he Will also receive a disability benefit
Under the Soci l Security Act of $3,380 for a total benefit after fhe.
first 6 months f over $6,000.

Now, on a $6000 salaRy a man will pay approximately $700 or $800iB.,taxsFeeral, :Stte nd social security,. Under:otur examiile, -
i.ndividual l~9d.ueceive, appromately a thousand dol1arskV

year in disabilitybenefits from both.State and F'ederal in excesof
h is Vet take-home wagVe prioto disability.

In tlhe s nd 'casO6 th okasp1lis e-in t6rIg O harply d r (i betatse
th6 employee i subject to thLTonhoreen's nd Iarbor Oi rk1'1
Compensation Act which has a, weekly" eneflt 'rate of $70 maximum
weekly bhernefit at4'of $76.'

In this casethe duplication of benefits w6'04 result ith4" letiplo.' e
receivig appro imately. $1,700. more in a 12-month period than his
net aftertix take-h'6i-wag, ' outh ,ri than ."

In its report to the Hous the A"use committee expresed its aware-
ness of this problem and it sought to meet this problem by calling
for study by tte Social Security Administration,

W* pectfiUly. submit that this approach of lekislating first and
then looking afterward 'is:wr6ng. 'W: think that the, Sbcial Scurit'Y
Administration could very quickly make a study and eome up with
a fairly acbUMt6 estimate as to the amouit6f dplicati6ii. -

All of thp States' workmen's compensation laws are administeredby State tigenoiv which keep" records of cases :and th6 disability'rates
and the, length of disability. - We think in the matteto bf a fewrmnntls
the Social Security 'AdministrAtin ;could" determine within a:I feW
thousand dollars the 'exact extent, of duplieite Olaymeits utider' both
laws that *6uld' occur.' We believe'that'this should be done before
section 303 is enacted and not afterward.

Some of the reasons why we areObpposed to section 303 in its present
form:

For one thing it woul4, be very expensive. Using the' House com;
mitten's own estimates, the House committee estimated 'if section -303
were- enacted 'approximately I15,000 person wouldl' become 'ir -
mediately eligiblbifor benefits.' If each'of these persons received only
$200 a' monthliebneflt, which' is a 'c6nservativeflPr' tide the newhdttes,: this' -* ould afMount 'toabout $372" Uiln a , r
year. I think this is a consideeiabeltoi. I thhAk whimi y ti i-"rdM'.:
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ing with figures this high that the Congrass should carefully consider
Orviding ,fr at least hn offset to6workme's ctlh tio01y, t .

:Andt i aou why V6 4M w o) criid 6h Je ho1fg-t3'
0, orsett a at 4Wide. workmnacopnaineo mployeris taxed topay fo the idust wial.acidents and this isalways

aecrdink to hi experience. Thisprovides a vahable' inceitive for
Fen takstP t re e tte inl-r of. marliflhgacident8

I&l epaoymeyt, Vapy employers have spend a groat eal of tine
ond money installing safety devices and conducting safety programs,
all for he u'pose-of menimizing or eliminating the'possbillty..of
disabhing ino. jries, , . .- ! * I t

We tlink this-incentive .would be largely removed if the social
Wourity disability benefits were duplicated by the States' workmen's
compensation laws.,L astlY and p~irhaps oftthO: graet=m~ c nWeerifl¢g~ d

about th6 broid expansion of theFedera Government in this area.
This is not a situation in which States have been.remiss in their re-
sponsibilities asin some theirr cases. All. StWates have workmen's
o ipnsatiouaws, and ell have been modifi extensiVely'durina theyears as thet h~ has shown a ned for change,

To duplicate the, benefits now provided by State workmen's comn-
pensation laws as eetion 803z p e tO do wold haVe bUt 9he effect,
we thin14 oA these very careflly conidered and dveo0,dprograms.
We'thinkthe States would themselves provide an offset for social se-
curity-: benefit, payments. Thus the burden and administration of
povidmig wirken's cormnn"tion benefits this oout- would sigh

i~l~can~y sift fmt ftate 1 t ' 4h Yeea Gove1rnnt
.Il ai recent sPech at the 50 anniversary symposium of the New

York State workmen's compensation law, S;f .E. Senior, the highly re-
spected chairman of the State' board summiq'ied this conc6rn 6 iol-.

SIt must. be conceded that ixpando6l of the Federal disabilityjniuranhe jp -
gram poses a serious threat to the continued existence of" Statei Wrkoleb's
compensation systpiks.

Mr.Seior lo poited out that-,
no American State tributess from ublia fUtd U to th6 p~yrnent .f.workoen
op)jpensa~on. benefits. The'vitm lentzrely supported bpy ebip'"er- cmtr .,

bhtlois'; tit some IStes,' inclding New ork even tile actual qos to te State-ofadministerbigthe Oompwnsalon Act Is orne not by th public but by pvlvate
(UU(4&

.For these reasons, we 'respectfully, urge the committee to take
seriOuwlook at this'ataid to at the minimum give it .; ery cartu

fsidertiiti64 bf ore passing it Io law.
Thank you very. much,.
(The prepared s~atment of Mr. Fl~nn ollows:)

8~alrmm'~ 0,0 NEWv YoOaK SriWX A4eo06ikrxA*, ,
Mr. Chairman, members of the committee, my name is 3'amev A. Fiynn. I am

with the firm of Lorenis, Finn & Glardino bf-NeW York 0l0, " sel t e New
Y ork S h ipping A eso nation i In c. , , " , . .I'. e" . " : t .I '

_ New York Shipping Aksoclation -is " o&posed '6f some 145 memb, Itilding
American and foreign steamship lines, steamship agents, contracting stevedores
and other maritime employers operating in the port of Greater Now York.

951
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My, remarks will, be addressed, solely to. section 80 of H.R. 6675. This sectoA
under toe guip.e ,qbeing a relatJyely, mlnor item in the total medicare packar0,
would effect' fundametil afid f r-re ihing hanged i6 the soci l security d fsability iiiuranice rog-m. If et~ ated into laW, this section will resultin the
further etension of the area of overlapping and duplfation of disability lnsui*
ance benefits under tho socfal security program with those ,now provided by the
worktea's cmpegtl n laws of the States'and the Federal Governmepti

It Is th NeWw Yorlk Shippns ASoc1ation's.view that section 803 was iuwiset
inserted Intoi tho medicare ill Wilthoit'adequ-ate study of the problM inibled,
without adVanie note and withoixt an' opportunity for those vitally Iintersted
in this problem: to be heard. If enacted it will seriously endanger the effective.
itess of. St. e Ovd Federal workmen's compensation laws which have been succeg
fully developed ovei the iast 50 years.

'Section 803 consists of but a few pages of the 294-page niedicare bill as passed
by the Hohse of Representatives. As described ty the House committee, the
effect of section 803 is to "broaden the area of- protection" afforded by the social
security disability program. In order to appreciate fully what the .committed
meant by this statement, the flowing brief history of the disability insurance
program tnder social security isof interest..
• -The Social Se6uritY Act nbw -provides ,or 'disabilitY benefitS hi the' evet otf

au impairment 'which can be expected to result In death or be of long, continued
and Indefinite duration" .(present seq, j216(1),(1) and. sec.- 228(c)(2))., .-When
originally enacted* Into law In 1950 t4ese benefits were limited, to persons,
years Or older and Were'offset by an*'y benefits received under 'Wrkle!'com-
pensatIon laws. In less than 5 yeais' time,, subsequent amendments aitlinlted
both the offset of workmen's compensation payments andtithe'age 50 r;equlremnt,
and e oted benefits 0o li've and children of the. disabled employee.

Now in yetan6thdr ,aIt tep, sietion 80 poposes rt, redefine dLsabillty under
tileSochIl SUrirty 'Act "tb anacontnuduS peiOd during Which ih dlvldual
was'under a dighbillty if SIuch period iS of lnot les ' than'6-fn11 calendar mbnths
duration.' Under thls change any, insured Individual of any, age how receiving
wlrkmen's, compensation benefits for, a temporary total disability of , 6.nMoitho
duration or m0e'ewould ''6 receive substantial disability benefits under tbe
social security" Orograni.' Alth64h beneflW tin each 'ou e are each spMlifilly
designed to meet the disabled emplOyee's nieeds, and thus'are baSed;on a' per •

centage of his gross wages pror.to the disability, the aggregate of benefits froiA
each source, If,section 30, Is eta1ted, could far exceed in many cases the worker's
net take-homewages prior to the digabilty.

Some actual cases taken from the files of the New York Shipping Association
show the extent of duplication that could result If section 803 Is enacted into
law as now written;,

In the first case, the emPioyee earned approximately $.6,00 in the 12:month
period prior to his disability. As a married Man without children he would have
an after-tax, take-home pay of about $5,200., 'Asa result of an employment injury
he has been totally disabled for the past 18 months.r Under New York's work-
men's compefisation' law, whichls' about tohave i maximum weekly benefit
rate increased to $60, this empl0'cyee Wo6uld receive at 'the new rate,.1f i dis-
ability continued, totl of $8,190 in disability payments during'each 1*-month
period.' It secti6'803 beconleg law,'-he Would als' riicive social seculty' Vls-
ability benefits of about $8,080 during each 12-month period following the Initial
6-month waiting period under the Federal act. The total of his State compen-
sation and social security benefits would amount toabout $6,200 ovrI each ,12-
month'period bf his disability, or some $1,000 0ver his net after-tax was, prior
to the disability.

The second case involves an employee subject to the Federal Longshoremen's
and Harbor Workers' Compensation Atj which has a maximum weekly beneflt
rate of $70. The employee earned approximately $5,800 In the 12 months prior
to his disability. He is married with no other dependents and would have an
after-tax take-home wage, of abu't'$5,000. He' was Injured in April of 1904
and has been totally disabled ever since,, but is expected to return to) work.
Under the Lng ore en's Act he will receive a total of $8,640 per year during
his disability. If section 803 is enacted, he will also. be entitled to receive about
$3,080 annually in social security disability benefits after -the (I-month Waiting
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period, fo ~al' from ech source "of $020 .1or di 17M i xeso
uet take:hoM9_ PAY.

In its repo rt the ljoufgecot 'mittee showed'It wpss Qt fth1i conerb over the
paymnt 0. 9 eb fis nd sought to Meetth llesadbebetin
a , twoldb 'ai-sed §y' hlig' 'tot A studY by, the 8oeird Securit" 'Adiifiration
ttle #JgnIiiac of O ovelpin betiefits, under the 't0o Orogrom6.- x O"ott. is

to be'made. tio. the committee -by tDe6ember 81, 1000. 'Trhis stUdy.Is t6' include
ecompqeidat1'ons asq4 to' whher ay action §hO-iPld-b1e .tkezi under the Fe'4eral

0isabillty -P trog r;iii, pr -under the B tate w1york'i's coh1pensation3 program "to
control exe8i vo ~anet ncsso iilmna ela h fetbf costs
to employers', (tepor, p. 90)

We tosOtuysbbi(t that,'this proved~ of '"iegiIattiig ni adl~k
iate'r" Is unWise anid'unneessary. A moVq .~c1v4 and fAr less e),ensive
apl)roach ts to reuire the Soqlal.'i 'eu1tYq9diinitiation, before eton 0 Is
enneted',into, lAw, to,"pbtain, Ininatton fromhe' Vartou State' agenies aiadinhiils.

teig'y6xi~ fl ena'~ tk'y 100 to th 4~r of cases of totaldis~biity
in each State't' exee6dfd - monthst duaftion. Thisinoratonshul b
reaoftl 4aalable. and would permit a deternwlpation not on, Y of' the niumber. of

cae~we~ t~eou oul ocur,, but, the amount -of muhbneisfnd,
theore, lie ekt Kt of overlapp~ng that would take'bla4 as ttW6en fr~th'pro-gris. We believe this is a far virjdiiis ppo cthno.ea'nto the

un ,ow.41ich _,R,6675.proposeO to do'wit ' ' t' ru oeta 'o h.rmin
Oxistj4g Work~ilen's compensation systems.AW~Y5~~ ~oii~~hiping, AsO~'at9 an o ny otheM .9pD"eed tc

~~ous~~~~~ei06,%iJ:0iit acseto'$3wafe ~oouiepes. iisingtb

timn~iftely eijgibI4 for covyeragle b'.e 6lo~ m M9'i 0esnbe tb dre
section 303 costtangtho Osodi saecurity' iroggin.q ot ope-fiaW 1j n olrf
yenr,, Thfis 3*o9t jyIf helpo tp okt.g pdditional cot tbat 1il re§~t
(1oi01 pass~ag4,bf ~b a ,M-edicAre programm* At;.a,*m1Imum, A- large. porti6on
of this cost can be aaveq Aapa~ fseto , , 4ne~dt
offset for workmne'n'scoipelnatinbenefits. 1fra

Second, the benefits developed under workmen's, compensation. 'awit -of the
States were designed to meet the needs Qfthe, disabled employ"e-4tat In, pro-
viding him with Income during a period when he Io iu be to work. -The amounts
of these weekly benefits, payable tinder botl4StAte *lNd federal laws,-Are sk' at
a level to provide a reasonable Income ii xe146iA tf6 fis5red~sabllity earnings,
taking Into consideration the fact that such benefits are not'subject to Federail or
akate. IAomej axes. Also, in the -,rdse, of No* YOrk, at- least, *hen the cotit of
fling has required "a n 'increase in the maximum weekly benefit the State legisla-
ture has promptly responded. In fact, the New YorklIegislature Is expeted, to
Increase the mnaximumi weekly b~neft rate at tbio session.

~ ~ ie~fheniieds0 fie" disabled
worker would be-throwp-,all out; of kilter. UNctIo -803-iq. nacted. As we
have shown, mari~pbye'ol eceive whatwoflda~, to windfall pay-
nients by the dpplIcAtIon of bekie fits fton each program,,qnd the needed Incentive
to returnn, to gainful -empldyMeb t:u~ion, terninatiolt of "the disability, would ,be
iakrff Itrov1.' Since, clas~bility. benefits 'under. the social security pr6grakid
w9VTOd not begin util I he, end ofthei first 0, mopithe of -the disability, we predict
that tbe length 't temporatry tMtal disablIft compeiiiation cases will significantly

'Third, under fworkmien's eomfwiiion systerna 4ach employer Is taxed to Pay
for nuts trial accidents and disabilities accordingl'tohis espelence.; This pro.
vt(IeAs yl benctietepoer t aesteps to reduce the number of
dis'_l- ,~s tc !Identplin their employment. M1any employers have spent a -great
deal A-of tni na mon ey instaliffng safety de'vies aind conducttng safety prtorans,
all for'the -purpose- of mnitrbizing or elihninating 'the possility 'of' disabling

Htow'ever, t6e cost of benefits under section 803,would bie borne by the social
Wecrity Pro' niam and 6inpioyei's that took vigorous stoe to reduce accidenits

wouildboUtx6d at, fli same rate'tas employers without safety programs9 or who
engaged In more hazardous employment. ,Thus, setion 303 would destroy the
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direct relationship which exists, under workmen's compensation laws between
accidents, costs, a'&d Insurance r me'tn laws.b... ee

ln anu .rhaps of, reatVst importance, scion 39 rewteez. a brad
oxepano Ved ra, (0yerntnqnt Into an area'thatfor amn yefrs has been

adequatelyhandl, by the ates.,. This Is jzdt 4asitu'atl6nawhprethe State haie !

tiben ieiss' In ttibir responsb lIe& All states have w r'kiien's 66mpe6satiq4'
laws and ,these laWs live been t0e subJect o '06ntinuini change as 9'xpienc
h as s hown the need/(or m~difiqatin. To duplicate these State. beiefit--a
section 803 proposes td-would have but(one'effect on these carefull drelopeo
programs. It would eneo', age states to remove the _pboj lblity 'of duplication-
of benefits by providing that such benefits be offset by the, mount of benefits re .
celved under the social security Program. Thus, the burden ap'd administration
of proivdiQig Workmeh's conipensatloi' benefits In this country Would significantly
shift rom the States to the Federal GOvernment.

I!n a -recent speech at the fbth .afi iversary symposium of the New York State,
workmegs compensationfiw; , .' Senioi, the highly respected chairman of
the "ew Y~rk State Workzmen's Compensation Board, sumnmarilzed this concern
over section 803. besald:

lIt must bescoceded that expansionof the Federal disability Insurance proi
grmm' poses a serious threat t continued existence of State workmen's com-
pensaetion Fisteina."l

The dhalrman later expand, ed on thisas follows:
"In at ld which c6itAig so many scialistyand welfare statwltheres seems

to be a complete lack of appreciation of the tolidfre enterprisetfoudaontone
tijto~ which the workm men's 'co mpehition'systemi was built, ' No AMeri1can State
contributes from public funds to tho paymentof women compenationbene
fSei. Thsystemr Is entirely supported by emploor n*0t uti 1 om States,including New6 'York, _even he actu'al dost 'to theL St a ate ln ofhade,~
CompensationAct Is borne not'bythe public, bt by prite fug theForall of tes W bea on e Dr. r urge 'the committee to take a long
hard look at this veosl dpliation of disability bensfits'that will result If
section" 3 become's law." We har cnvi, rd thatin , Its Prseht form section 303
will serdultundpermimne' exEtng'workins compensation programs.

Senator LoNGa. Any questionsI
Senahtor DouorlAs.- No questions.
Senaitord Cunnei. -Noquestions,.,
Mr. FL Thrankolo y m heSuch.
Senator LONG. Thank you, sir.
The next witness wi be' Dr. iri o Schabarg, Committee on

Social Security for" Physictns,'h d

STATEMENT OF DR. IRA, LEO, SHAMA ERGCHAIRMAN.0CMMITTEE
ON -SOCIAL SEQURIY F'Q PHYSTCI40S

Dr. rSh IAMBERG Mr s Chairman Mr' Curtisi M i Doulas, Mri.
Hartke, my name is Ira. Leo Scham erlesativ physici a, dermase

toogs.,nprilaopat~fiElis a ; am sisuta'pro-
esr" of derm atology intih& School 'of' Medicine. and the Gradut6'

School of Medicine of -the University of Pennsylvania. I- am a special
consultant-to the U.S. Public Health, Service. ,I am chief 'of derma-
tologyt the Alb~ft Einstein Medical -Jeitor as well'as .4~ a~ubor
of ohferf hospitals. ,As "Awmber9fthe hfdlpi'O nty eca
S oc ie6ty, I aein tie pas sereo the legislative and veniereal disease
committees of this society. In addition, I was elected to serve as a
delegate from' the Philadelphia County Medical, 0 - t in the Peinn-
sylvAina State Medical So¢iety and served in this cpacity from 1961
to 1963. '
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As chairman.of the Committee on Social Socurty for Physioians,.

which iL S~ippor by and'represents the point of v iO f in.aniy thou-
sands of pnyiians throughout 1P, co nty,. Vrespetfu ly urge. tie

nate Fiance Oommittee.-to leave' intact the. prons for social

ec~urity'qoverage of self-employed physicians which Was passed by the
house of RepreentatiVes in accord with the recommendation of the

uouse Ways and MeansCommittee.
Iurge further. that physician coverage be made retroactive by cov-

ering self-employed physicians for taxable years which begin during
the year .f enactment of thepending legislation; and by covering in-
terns effective the first calendar quarter subseqveit to the enactment.

I am encouraged to belive that, th evidence which peursaded the
house Ways angMeans C i.mittee and the'House ofle presentAtiveS,
both Democrats and Republicans to v9te so overwhelmmgly in I'avor
of extending. social security to seif-employed physician, wll likewise
convince this committee o 'the justice, and wisdom of this legislation,
When I 'testified before this committee in, August 1964, 1 based y
statement on the amply demonstrated facts that doctors of me4jcmie
both need and want social security coverage. The evidence for our
need i of Such insurance will be presented by Mrs. Gertrude Rost, the

wifeof a physician..,
Evidence for the fact that we physicians want social security pro-

tection has been demonstrated over and over again by many statewide
polls the results of which have been taken and are set forth in the
accompanying tible, which is With the mimegraphed copy of my
statement.

You willobserve that 62.5 percent of al -the physicians yotiig are
in favor of social security coverage. In 19.6& as a d pegt a. State
medical society house of delegates instructing our s oiety to ac pt te
mandate of Our poll our State poll, and to present and support at the
next meeting of th6e house bf Delegates of the American Medical Asso-
ciation a resolution favoring sQcial security f Opysicians.

The house rijete my resolution demonstrating ag~n that the voice
of the grassrooti is -not heard. in th, me, ing. hall- of the de.eg'at s.
Thesp proceedilngs ar documented, aletter Ihn.e here.from ahpiyt.

cian's wife whieh , ill be happy,. to s .bmit to the ommittee.

It crystal c.7 ar that 'the AmeIcan Me,' l "Association does not
repr-nt, t desires f Anerican phySiChas on this issue; and cannot
olaini to repiesent ,its mem r sin the asciation has never -takei
a national ollon 6 this question as dkfteAi6Acan PentalAssso.ation
and the American Bar Assoeiatibn, whichbeforetheir members were
admitted to social security did take s4h.n national polls.

Inclusion of self-empiyed siias is strongly recommended in
the 1965 Report to the President of the Advisory Council on Sooial
Security-copy of the significant section attached. This report states:

Self-employed doctors of medicine should be covered on the same basis as other
self-employed people now covered.

The Council states that it sees no reason why self-employed physi-
cians should be discriminated against as the only professional group
not covered by social security. It is further pointed out by the Coun-

47-140-65-pt. 2--28
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Resite of State met di.ai s'ociet sdocdI a eouriti poll*

StateNumberof
state ' . .favor IOpposOd votesInAMA

House of
Delegates

States for social security (19):"
-. California1 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  635 3n' 21

Connecticut. . . ... ,60, elwae.. ... .. .. . ..... .. .. . .... .. . ... 35is...OfC lu bi............. .. ........ :. . . ........ ".' I92 ;' 9
ra ... ...... .. . 85

District o1 C ol.. ....... .... 1................I........... . 6W 92 .2
Mssschustts.......:... .. ......... ..... .... ;.... 3 &F lori ...... 7 ........ . ..- '. 1 .. 714

Maine .................... -.............. .. ....... 360 . 210
m eYa usetts ................... . ..... ... 1 28. . 9%7
Mihigan . . ,...... . -,7 1.., 0,
M issor ......... ....... .......................... 2......7 .Missouri'------------ --------------
N eoes ............ ...... 1....... 2,18, V16
NeU t 8.. ................................ •... ........... ..... ... .....--.. 8......S o .... . ................. .. ; . .. ;.. . 095 ;
Rhodland... Ik3.
South Dko ta........... . 104
Utah ..... 7 .............. 82 ' 1881
Ve o n. .t ...... ............... .......... - 4

W abgton SGote--.-.......... ------.---- ?r.0:
West trgi S.....-................. . ..-- ..-.. - - ---------- 23 "

Total ................................................ . ....... .--, -.o .,. : ; !. 0

States against 8oc01lsecudtl (8): ..
Arknas...- 8 ......
Georgia-.... .. . 40, , 039
Illinois ...... ........... .... .... -01 11
Indiana I ..........................- ...-..... .... 248
Minnesota...-......- ----.-..... -.-.......-.--. - 4
Oklahoma ........... ......... 2......
Virgini---s..4.r~3 3
Wi,onsin . 870 4

Total .....................................

A A -In-10 poll by Honest Ballot Association,, -
'A.K -in-5 poll by Honed. B&llot Absocation. -, - 1 ' .
.$ Based on ounty"Oty pqlt and Otate r. tety sohtion, fit' V

"sAclearmajorityoftheW2 votestnthAMAHouseof Dle te...
No:--Tbe remining Btat mediclSocletteswhioli represept.S .votes In.theAM A.ouse of Delegates,

have not held social security polls.

TESTATUS 010 Tif'SOOIt; SEOU1iTY'PflbOI1AI "1D Rk&M*'4NDiTzftiA'r6AIm

REPoRT OF 'TI ADVSR COUC0 or 0STAt SHirr WBIKGNO; 195,

-on tF e, 8a''bu

Selt-e,4ploued doctore of ondoiq t~ie, same I~ae a4. o ereei/ employed pec4310 *tow o-vered,' and ittth Mo u'ld bd dO&,e on thte same
basis as other emploujeesetorkiligi for th " db e~ e; , ;: :

Bet-employed physicians, numbering a 6obt 'i'O,6 ,&ra th6e'oiily profestnl
group whose self-employment income Is not covered under social seurity.. 'rhe
Council sees no reason why this dsecrimicatory treatment, should be continued.
There, are no technical. or adninlstraUve, ,brer t he, coverage oe doctors.
No ' ld there anyquestionthat manny; loctr' tave 4 need for c6irage ks great as
that.of other professional self-emploed people. A pro ison f6i"e toV g self-
employed doctors Was, approved by-the House of Re preeitetives In 1964

... , ; , , , . .' , - .' . ' ; .: , . .
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Apparently phyqeI!ns hav ,been, exclu up to now ,bl~u e. spokesmen for
the' profession" haVe indicatedd '' posiflo"n to coverage. H6 ''Council belleves
that the Wishes of a7 particular group are not a sufficient basis for the continue:
e.cluslfon of the gr.up., "ia~l security is not only a mechanism in which a per.
s#', participates le alvle of the benefits he as an Individual expects to receive.'
Its an ingtitu ftn through which all Americans together promote economic'
security by financing, from 'the contributions of all, a continuing Income tW
families whose earnings are cut off by the old age, death, or disablement of theworker. Physicians, like all other Americans, benefit In general tax savings
pnd in other ways froi the prevention of dependency through social security.
Like other Americans, they should share in its support. In fac, falUre to
cover the self-employment income of physicians has the effect that many of then
have an un2ir advantage under the program since it is possible for them to'
acquire insured status'through working for a time In covered employment and
then, because those who do so have low average monthly earnings under the
program, they get the advantage of the weighted benefit formula that Is In-
tended for low.income people., Thus many of those who do qualify get a very
large return in relat6n W the contributions they pay, In coniparison, with self-
employed people who spend all of their working lifetimes in covered work.

The present exclusion from social security coverage of interns employed by
hospitals is closely related to the exclusion of self-employed physicians. The
Council believes that When self-employed physicians are covered, coverage should
be extended to Interns on the same basis as that on which coverage is'how made
available to other employees of hospitals.

Senator DoUOAs. Doctor, I am much interested, in the results of
these polls that you give in the appendix to your testimony. Do you
want to have-those made a part of your testimony ?

Dr. SCHAmBERo. -Yes, indeed* I doSenator DouonAs. !You say that these are the results of State medi-
cal society social secrity polls. Were these taken by the"State' medi-
cal societies ?

Dr. ScIAMDEo. In most cases, Senator Douglas. In a few case a
poll was taken by the Honest Ballot Association which I understand
is a very reputable organization with no bias, and there is one other
exception and that is in' New York,State. , Many county medical
societies: in New York State- took individual resolutions, in somie eases
polls, and the vast majority of those resolutions' an d pdlls favored
social security and for that reason wofeel that even though we don't
have numbers it is proper to place Now York State in the category of
the States whose physicians, the, majority of whose physicians, wish
soehd18& scrity._

Senator DouorAs. This is avery important point and I would like
togo into the question of these polls in some detail.

1'hdt ie that in California you say this -was a"pOl by the Hon't
Ballot Assciatiwi, taking 1inameout of every 10, is that true In
other words, i4 was ( ampling pol ..

tDr. SOHAMBERO. Yes, sir.
Senator Douolr;sAnd. that seems to be indicated bythe fact that

the total numberd"6f vbt6 was about' 100-,'and in a Stats off7i niiliii,
you would niorinafll'y'expect to ha somewherearoundt15,000 to 1'4000
physicians. And similarly in Missouri this is stated to be a 1 in 5
poll by the Honest Ballot Association.

Do I understand that all the other polls are pollls taken by State
societies?

Dr. SCHAMBERo. You understand correctly, Senator Douglas.
Senator DouorAs. No, have you tabulated the total votes in favor

as opposed to the total votes opposed in all the States?
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Dr. SCIUI TAiI. I beiievi l # T An6 be daix .t this moment,
tiat the total vqtes in fayor consfitiitel621/ percent 6ll tPios V0 ing

Senator DoU'GLAS. Now, n these, State society, polls, hiaye you
examined the procedure i detailth~re .

Dr. SOHAMBER0. Frahkly opy in myowhOState. O'nuStditemiedcl
society in Pennsylvania ,held e SLi in s o f hh a. pos
cad iwas nailed vee memb* o the State soc ie , which he was

asked to indicatehis feeling ,.Senator DouL S. Was that ballot o ' oikhe 'octors whovotedsig their names? " -

Dr. S CHAMBERG. I' should lnow the answer tQ ihat but that'was
several years ago. i a very tt question.

Sbnator'DoUL'As. 'Ther1 a v unrimpor-an q .,
Dr. SCiHrAMBER. I .thiiik I may have some answer here. This is

a letter from the Dayid M, Small,. the administrative assistant f the
Pennsylvania Medicial Soety, thlis a'.letter datedApril 28 of this
year to the wife of an New Jery physicanin Teplying to her letter
reque tinginfoim tion. 1e s,ys : .

The last poll of the, membrshIpo On this Issue, was tondoctedifn. 1901. it the

direction of our house of delegates. Cards were mailed t the, the. 10,350

-active members of the society, and a: total of 8,630physlelansreplid.

I, of course, received one of these post card.i i.honestly cannot
recall whetherIsign my.ame. p

Senator DoUOGLAS- Well my memory is imperfect on this lut,- as I
remember .thpll of the ilinois society was onein whih the phyi--
.ciansgidentified themselves,. I

Dr. SCHA 3fBFRG. I might say_ .- ' ' .'

Senator rDouolts. ,I a r.prntat1ve of the llli0!s sociey here?
Doesanyone wish.tosw tokthat - -.

Mrs. RosT.,T I.think in I0moisr if x am informo d, crre4ely, the, cards
were numbered.0r. somethifig so ifthi State socmty wanted to iden,.fy,
the phy6i6ians they can do it,,, Bt they.did not htve ,to sign their
names. In most, ases-it was an, angqnymous poll.

In New Jersey, for instance, I know iha-t it was. -ButItink in-
Illinois-the cards that were sent, out could be identified if one, Wanted
to by some means.Senator DouoLAs. That is my memory, and if my memory serves
me. also there had been a, previous poll by, the Honest Ballot Asoja-
tion which instead of showing a majority against showed a majority
in favor of coverage.

Mrs. Rosr. This was taken before: the Illinois State Society poll
and shows the spontaneous reaction of the physicians.-

Senator DoU GLAS. I am going to ask that a copy of what purports
to be %certification by the Honest -Ballot Association dated May 28,
1960, be included in the record at this point, and I would like to read
the salient passages here. It is'signed by George J. Abrams, executive
secretary, Committee on Labor *Elections of the Honest Ballot
Association.

I' hereby certify thit if,-42 bAll0s were malle'd Ase drtlftd to us by the bJs.

Post Office Department and, of these, 6,967 ballots were returned uttabfiulited.:
I further crtify that the following is true and accurate*count, astaken from

the 5,96t bl6oags as to he outcome of the vote.
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The question, .Should ,physicians be included in the Federal social security
program? Yes, 8'964. No, 1,962. BIapk, 41.
-I -fdrthe~l certiky that of those voting a majority requested that physlclans

be Included in'the Federal social security program,
Indication g ap"-rox'nitely a 2, 1 v , .

Whereas the uoll by the State medi ~l socity shows 8,801 Opposedan~d 9',780 fo*, a yote of aboit S to 4 iigainst, / .

When this issue was befoib the 6omnitte last year, X 6hily knew of the
poll by tho Sre mical society and I thei: voted incohimittee against
the inclusion of physicians. Later the poil -by the Honest B allotASsociation, wiiich 'had not been introduced as ewidence, came to my at-
tention,.and as a result although there was not a rolfcall, I voted for
theinelusibn on the flbo, 6fthe S enate.

Now, do you say, therefore, that over 60 percent 6f the physicians
polled in 'these various studies ha6ve voted for inclusion under social
securitY I

Dr. SOHAMBmIG. 'Voted for o0mpulsory Inclusion.
Senator Doto r..Compulsory i nlusion
Dr. SoiAmi=d. Might I say Senator Douglas, that the PennSyl-

vania State Medical Society anA its "house of delegates has been uni-
formly, throughout' the years, very violently opposed to coverage of
physicians under social security I

Senator Dduid0s. And yet you say-_
Dr. Scrurnind. I am referiing toyour question as to whether or

not we signed the postcard ballots. I would say knowindithe State
society was sO opPs , if aTy man were: condemidred at'idenifying hlin-
self as being not in concert with the State society he would be afraid to'
sign that he favored, and would not be afraid to sign that he did not
favor social security for physipias..

'Senator DoGoyAd. -Thig is th6 oint I am trying to' establsh. It is
well known that the hierarchy in the American! Medical 'AMociationand in most' 6fthe'State associations is opposedd to conipulsory inclu-
sion'inder Federal social security ad ti6question wiih 1 want to

raise" is whether thee *vre:identi?' i'ig marks.on the ddlls'takeriby the
State associations which eight' nd'ei individUal doctors fearful of

Catiyft fiirnii~h for the record c6pie~of the ballot takeyvin Pens~l
vania, and make a summary of the form Qf the poll in other - Stat s
U think i' all fairness copies' of'thstatement 'am rqUesing should
be made av~ilhble to the American Medical Association'so that they
may make afiy reply which they deert proper.-,

Dr. SoHrABTmGo. I have here a copy of the latest poll taken in the
State of Peiinsylvania, but as I understand it you woiild lik-e-

Senator DoUGLAS. ' This is April 28 1965.
Now, this seems tobe a poll 'frotn the Pennsyhvania Medi cal Society.

The results differ someNwhat from yout.- What is the distinction
between covered and noncovered I I I I

Dr. SOTIAM BR. Many physicians wVho have part-time emnploymenf,
sariod 6mpl6yment are- covered by social security.

Senator DouOLAS. I see.
Then this report under date of April 28,1965i only a few days ago,

signed by David f. Small, administrative assistant, Pennsylvania
MedcAl Society, states thAt there were in favor 4,729, opposed 3,730,
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or 55 percent in, favor, 43 percent against, 1.7 percent, no opinion.
Your results seem to ahow 5,605 in favor, 8,385 against. A I am
going to ask that this' letter which prpo , to be from the Pennsyl-
vania Medical Society, be included in the record.

I think this is very significant testimony because it comes from the
association which is officially, I take it, opposed, yet it reports a poll
of its members in favor.

(The letter referred to follows:)
PENN8YJVANIA MEDIOAL SO0IETY,

Harrisburg, Pa., AVri 128, 1965.
Mrs. ERNA M. LAVEs,
i0t 06nneft Place, South Orange, N.J.

DEAR Mus. LAVFE" Since I work closely with our polieymaking bodies within
whose primary area your question falls, Mr.- Perry has asked me to answer your
recent inquiry concerning our position on the Inclusion of self-employed phy.
sicians under social security. You've also asked for the results of the' p01 oi
the membership which Was conducted on this question.

The last poll of the membership on this issue was conducted In 191 at, he
direction of our house of delegates. Cards were mailed to the thep 10,350
active members of the society, and a tdtal of 8,6308 physicians replied. Of these
replies, 39 could ndt be classified because of Incomplete answers. The results
of the poll were as follows:

Present status In favor Opposed No opinion Total

Covered.............................2,1407 1286 99 .2,781
Not covered ............................... . ,211 2,428 49 6,748
Not Indicated ................................ 81 37 0 8

Total ............................... 4,729 8, 720 8.697
Fercantage ................................ 6& 1 43.2 1.7 1

In 1963, the House of Delegates ecnsdered tie following resolution:
"Resolved, That the House of Delegates of the Pennsylvania Medical Society

Instruct the delegates from the Pennsylvania Medical Society to the House of
Delegates of the American Medical Association to present and support at the
next meeting of the House of Delegates of the American Medical Association it
resolution favoring compulsory socal. security ' for physicians."

The house voted to reject this amendment.
Sincerely,

V :"DAVID H. SU AL,
Admnifstratfvo Aosletunt.

Senator DoUGLAS. Do you have any inore evidence on this-point?(See p p. 962, 963.) . • •

]r. ScgAmBo. I feel that there is abs01qtely no question i based
both on State polls,-base.d on a recent' 1965 poll carried Out by a medical
magazineknown as Mediea'Economics.

senator DouaonA. Y6u nlver mentioned that before, the -poll by
Medical Economics. That was not included in your'body of yo"r
testimony. -I would like to hear about that. . I

Dr. SOHAM BEO. I would be very happy to submit this for the rec.
ord. This is 1965. A sampling was requested by Medical Economics,
saying "Do you already have sme social security coverage as a re-
sult o# past or present employment? Yes, 58.5 percent. No, 38.3.
Don't know, 8.2.

"It you already have some coverage, some social security coverage,
how do you feel about it."
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t Otlhoewh6 responded, 47.8 percent itedlthat the'y Weie ]ad to
hve It aihd wanfte'd'more; 83.6,'Pervent stid theyWae glldt'o have
l3tit didi.6t wafni anr hi r , Adding those two fgures 81 pecent 6ftie physicians %'ho had some s6eifd scitrity covbkdge Vei' glid that
they had'it. The I6ther two categoribes we "Woild prefer not to
have*c0verage," 16.7, and "Mixed 'feelings, 2 percent.))

Senator DOUGLAS. What about those who were not covered; the mide.
peident practitioners? I

Dr, Soi IAminO. This isinterestingly difficult. The question was
asked, "If you do' nof already have some social security coverage'do
you want coverage for yourself? P 0.4 percent, just over a majority,
said,(4Yes; 1 28.6 percent said "No;" 11 percent were undecided.

Senatot'D6vouis. Would you have copies of that made and submit
tedlortl ie record t

Dr. SCIIAEIIG. Will be happy to submit this now.,
Senator DOUGLAS. Very good.
Mr. Chairman, I request that this be made a part of the record.
,(The information referred to follows:).

(Medical Economics. Mar. 8, 10851

SOCIAL SECURITY Now?

MOST BELT-EMPLOYED M.D.'S ALREADY HAVE 'SOAE
"Do you already have some social security coverage as a result of past or

present employment?"
Percent

Yes ------------------------------------------------ 53, 5
No--------------------------------------- 38.3
Don't know ------------------------------------------------- 8.2

"If you already have some coverage, how do you feel about it?

Glad to have it, want more. ------------------------------------------ 47.8
Glad to have it, don't want more ------------------------------------- 33.5
Would prefer not to have coverage ----------------------------- 10.7
Mixed, feelings ----------------------------------------------- 2.0

Source: mEDxCAL EcoNomics' survey of self-employed M.D.'s, 19M5.
"I still feel that Congress may amend the Keogh Act to provide more favorable

retirement benefits for self-employed doctors. Once we accept social security,
that possibility is gone."

"We'll never get to use it. Most of the physicians In small towns will never
get to use their social security (if they have it) because of the shortage of
physicians and the unwillingness of most practitioners to quit working when
their patients still need them."

"We conservatives are licked, so we might as well go along with socialism
until the majority becomes intelligent enough to kick it out."

"With my family, social security would be worth $50,000 in insurance."
"It seems impractical, if not unjust, for the Government to exempt a special

group from laws that apply to everyone else."
"An M.D. in his early 70's died recently. At one time le had been well-fixed

financially, but he died broke, and our county medical society had to bury him.
Social security would have been a Godsend for this man."

THE OUTS WANT IN-BUT JUST BARELY

"If you do not already have some social security coverage, do you want
coverage for yourself?"

Percent
Yes ci ------ -------------------------------------------- 50.4
Undecided -- -- -- -- -- - -- -- -- -- - -- -- -- -- --- -- -- -- -- - 11.0
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CONSENSUS r'S COMING, LIKE IT OR NOT

"Regardless of whether you favor or oppose social security coverage for all
self-employed M.D.'s, do you believe they will be Included in the social security
.program?" Percent

'Yes ----------------------------------------------------- -------------------------- 17.
No opinion .-------- ---------------------------- ----------- 18.0

Senator DOUOLAS. Do you know something about Medical Eco-
nomics? How would you characterize it generally ?

Dr. SCnAinl. Medical Economcs- is, journal which appears
twice ti mouth or every 2 weeks' dealing vith the medical..6r6coomix

ide of medicine. It, I feel, is a very lionest magazine, itgoes free
to every practicing physician in the country,

Senator DouOLAs. FreeI
Dr. &uAmERO. Free,_.
Senator DouaLAs. Who bears the cost?
Dr. SCHAMBERG. The costs are paid by the advertisers, an"d since

the drug advertisers are more interested in advertising in a journal
read' by many physicians, Medical Economics, with its excellent staff
proves of great interest to the majority of the physicians I khow, and
th myself.

Senator DOUGMAs: What board runs it?
Dr. SciiAMBo. It ispublished in Oradel, N.J.Senator Do AoL ~s. Is it a private organization?
Dr. SoHAM RG, I blievo so.
Sena6or DOUOLAs. And 4f the income exceeds expenditure Who gets

the net profits?
Dr. SonA*MBERO. I certainly do not. And I don't know.
Senator DOUOLAS. I-know you don't. But I mean do you know who

does?
Dr. ScJimA mO. 'I really do not know.
SSenator DouGA~A.S. Has it been regarded as a radical crusader for

coverage of physicians uider sociL security ?
Dr. SOnAMBERG. Definitely not,- Mr. Douglas. In fact, like the

letters in pages in Time, they are'equally accused of being t0 the right
and to the left.

Medical Tribune is another tabloid type of newspaper sent at no
charge to all physicians, and their nationwide poll, based on scientific
sampling of possibly 2 years ago, agreed with the poll, with the two
polls; the Medical Economics that most doctors of medicine want to

included ider social security.
Senator DOUGLAS. Would you submit that for the record?
Dr. SoiAMnRo. I certainly will.
(The material submitted follows:)
(Telegram subsequently received from Oommittee on Social Security for

Physicians, 510 Madison Avenue, New York, N.Y., giving the following informa-
tion regarding, the poll of Medical Tribune: Medical Tribune poll conducted
July 24, 1061. This was a nationwide, scientific cross section including physi-
cians from all areas of the United States. All major types of practice, urban,
rural and suburban commun'ties. Poll was anonymous; 57.7 percent voted yes
with heavier banking by physicians over RP. Documentation follows.)
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(From Medical Tribune, July 24, 1901]

T1InUNE PULSE OF MEDICINE RFPORT-47.7, PERCENT OF PI4YSOICANS VOTE "YES"
ON M.D. SOIIAt SECURITY COVERAoE

Social security coverage for self-employed physicans is favored by 57.7 percent
of the 1,220 physicians who participated by responding to a Medical TrlbUie
Pulse of Medicine poll on the issue. A total of 5,000 physicians in private
practice received Pulse questionnaires to express their views. They represent
a national cross section of Medical Tribune readers-physicians in all areas of
the United States, in all major types of practice, and in urban aid suburban
as well as rural communities.

The poll. was completed during the week that the American Medical Associa.
tion's House of Delegates voted 147 to 29 against compulsory inclusion of physi.
clans aid rejected (in a separate vote) a resolution asking for a nationwide poll
of physicians.

A summary of the poll's result according to age, community, and practice
appears on page 24.

Vts

47.79.8%
Vlits

°'I

Heavier backing for social security coverage comes from physicians 40 and
and over rather than those under 40, and from urban and suburban rather than
rural M.D.'s.

Among specialty groups, only surgeons are opposed by a majority vote. LeTs
than half want coverage, in contrast with more than 70 percent of dermatologists
and psychiatrists.

Geographically, proponents are most numerous in the Northeast, least numerous
in the South.

Offered a choice of statements about social security, many gave multiple
answers but half agreed that all professional people should be covered; two-
fifths, that retirement is an individual problem; two-fifths that social security
is actuarially unsound.

About one-fifth think that social security for physicians would be a step toward
socialized medicine; less than one-tenth, that the social security idea is good
but not for physicians.

Information made available by medical organizations and journals was cited by
just over half as a major influence in helping them reach their conclusions.
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Patterns of Cornmeiit

"Do youfator exiens8on of aootai 8e9Hrity coverage to9 oeetoyed vweic '
Nearly 58 percent do, and many agree with a District of Columbia GP: "In

my opinion, there 18 no valid reason for: exclusion: of physicians.! Others say,
in the words of a Pennsylvania lnternist, tlat extension is "Long past due."

A Missouri GP wonders "how many M.D.'s say 'No' to this 'but hold on to
salaried Jobs to insure their inclusion." I It_

One frequently repeated reason for approval, is expressed by an Illinois sur-
geon: "That which applies to 00 percent plus of our country should apply to all."
Closely allied Is the view that "social security is here to stay-we might as well
quit trying to be martyrs" (a Michigan psychiatrist).

Equally representative is the attitude of an, Indiana OP: "We pay for It any-
how-why cut our own throats?"

Retirement benefits seemi less important than other aspects of protection, in
the opinion of a sizable group. For example, help in event of disability is men-
tioned by several, Including this Alabama internist: "While the retirement bene-
fits may be of questionable profit, there Is little doubt that disability benefits ate
exceedingly worthwhile."

DEATH BENEFITS VALUED

Many others emphasize death benefits. A Maine specialist writes: "Retire-
ment is not the problem of social security for physicians--it ts the protection
offered to the physician's family that is all-important * * * because of the early
mortality of -physicians," and an Illinois surgeon believes that "the death bene-
fits provision alone, although only' for, a physician with a young family,- imio0e
than makes the whole social security program advantageous." .

Concern over older physicians Is a recurrent theme. -A Wisconsin OP says:
"I know of many elderly physicians who are Just barely eklsting, and if, they
had social security they could retire and not Worry where the -next nickel is
coming from."

The issue of voluntary versou compulsory c overage wasxaised by mifore" than
60 physicians. Fouir did not check either "Yes" or "No" but indicated they would
favor coverage If voluntary. (A Colorado specialist writes: "I feel that social
security should be made available to physicians--not compulsory.")- Twelve
checked "No," with remarks similar to this comment from an Arkansas special-
st: "Not on a compulsory basis--only on a voluntary basis." Frty-five who

checked "Yes" qualified theirchoice as did a West Virginia Intexnist: "On: a
voluntary basis only."

TAX-DEDUCTIBLE SAvXNO

References to plans permitting tax-deductible savings for retirement were also
frequent, and came from both proponents and opponents of social security cover-
age. , A Michigan GP, for example, favors extension of coverage to physicians but
adds: "However, Keogh bill is preferable," and many opponents agree with a
Massachusetts -pecialist: .I favor tax deduction for a retirement fund.",-

Among the 42.3 percent opposed to social security coverage In the Michigan
specialist who says. "Want to stand on my own feet till I die," and this stress on
individual responsibllity-plus dislike of Goverinent action---characterizes a
great segment of comments.

A Pennsylvania surgeon thinks "the less of earned or invested income handed
to Federal Government, the better for the United States"; a Virginia OP believes
"the Government does not owe everyone a living," and a Texas GP Is convinced
that "anything the Federal Government manages is wasteful and unprofitable."

PERSONAL RESPON 81lT

In the opinion of a New Jersey urologist, "Man reaches his highest degree of
productivity and achievement by assumption of responsibility. When ho passes on
responsibilityto government, he loses his self-respect, independence, ambition."

To many who do not favor extension of coverage to physicians, "social security
as it Is now administered is socialism" (an Iowa specialist). A Tennessee
specialist is "opposed to all forms of socialism," and a Pennsylvania GP believes
"physicians should continue to show their dislike towaid America's drift toward
a socialistic state even though they forgo a few dollars t6 be doled out from an
unsound scheme."
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The effect on coming generations is alsogiven as a reason for opposition. "At
my age," writes a California GP who is over 65, "younger people will have to
carry the load," and he adds that the amount they will hhve to pay "will be all
out of proportion tp the benefits they will receive."

Some see support of social security for physicians as illogical: "Accepting it
while fighting King-Anderson, McNamara, Kennedy, et al., would be paradoxical"
(a California -urologist).

"lVhioh of the following statements do you agree with?"
"The social security idea is good, but unot for phystans."

DO YOU FAVOR EXtENION OF SOCIAL'SECURITY COVERAGE
.:.y;:. i "TO SELF.EMPLOYED PHYSICIANS? .'

All participants ' 57.7%. h/ ... 42.3%-"
'M.Dsunder40-, 44.2% .. ' ' . 8%
.M.D.s40-65: 63.0% ' . 37.0%
M.Dsovsk65,'.. .0% 3 26.0%

* .P.S 5N.7% r
urban.. 59.7% 40.3%
suburban 59.7% 40.3%
rural 40A1% 59.2%
Internists 65.9% 34.1%
dermatologists - 75.0% ." -25.0%*
surgeons 48.6% S1.. 4%
ob-yn 5.8% 41.2%
psychiatrists 71.9% 28.1%
pediatricians S3.6% - 46.4%
radlologsts 53.1% 46.9%

Although relatively few (7.8 percent) checked this statement, their chief objec-
tion is voiced by many others in comments: "Probably good if retire at age of
65, but because physicians tend to work beyond the age of 65, no benefit for
physicians" (a Minnesota radiologist).

Restrictions on earnings of social security recipients are mentioned again and
again by opponents as well as proponents of coverage. An Ohio surgeon favors
extension to M.D.'s "but not if It means retirement to obtain it," and a Massachu-
setts specialist does not favor the plan because "at the age of 65 I shall not be
able to retire on social security coverage. * * * The restrictions on earning
money should be removed so that recipients of the coverage could continue to
work as needed."

"Social security is actuarially unsound."
Two-fifths (41.3 percent) agree with this statement, including the Michigan

Internist who says, "The inventor of this basic idea was jailed for running a confi-
dence game I" A South Carolina internist calls social security "a form of the
old 'pyramid club' idea on a grandiose scale and sponsored by the Federal
Government," and an Ohio internist sees it as the "old chain-letter gag."

One frequently voiced view : "It is a tax-not insurance. Why should younger
physicians foot the bill for oldsters' retirement" (an Alabama GP).

An Illinois obstetrician believes social security "is in effect a tax-supported
dole, the terms of which exist at the whim of the Congress. There is no con-
tractual relationship, and the benefits paid are not necessarily in proportion to
the 'premiums' paid in."

A counter argument in favor of social security comes from a California OP:
"It may seem unethical that a man will collect social security after paying only
5 or 6 years whil6 some pay all during their working years; however, in such vast
projects such apparent injustices will be leveled off in time and are puny con-
sidering the immense numbers of people protected by the system."
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"All professional people should be covered."
Close to half (47.6 percent) answered "Yes," some for the reason cited by a

pennsylvnia OP: "Social security should be all-inclusive, regardless of em-
ployment, profession, or income; otherwise there should be no social security forany."

A New York oP asks, "Aren't dentists, lawyers, accountants, etc., professional
people? Why has the American Medical Association not been fair. about the
entire matter? Most of the ruling groups in the national, State, county societies
are covered by social security, yet they rule us out."

Many believe that professional people face financial problems in planning for
retirement. "After taxes and with the high cost of living, what do you have left
at the end of the year to save or invest?" writes an Iowa radiologist. A Now York
OP observes: "We are prone, such as others, to bad times, etc. I never will forget
the bad times for us in the depression."

"Retirement it an indIvidual problem."
Of the 41.8 percent who agree, a sizable number go along with an Oregon GP:

"All physicians are perfectly capable of providing their own retirement, and I
don't want anyone else paying for mine, nor do I want to pay for anyone else's,"

Others disagree that the problem is an individual one. An Illinois surgeon
says. "So is waiting for that ship to come in," and an Ohio surgeon adds after
checking the statement: "But many unable to take care of own retirement."

"Social security'for physicians would be a step toward socialized medifcne."
About one-fifth (22.7 percent) checked this statement Among'the'representa-

tive comments: "An indirect step toward soelallsed medicine in that it cotild be
used as an argument for extension of the system" (a Pennsylvania psychiatrist).

A dissenting view comes from a Florida obstetrician: "On the contrary, I
believe security is so important that more men will want salaried jobs--trend
toward socialized medicine."

"In reaching your own conclusions about social security for physicians, which
of the following factors have influenced you most?"

Dual choices were frequent, but half checked "information made available by
medical'organizations and journals"; 45.0 percent, "discussions with colleagues";
one-third, "reports in the lay press and magazines"; 12.5 percent, "statements by
public officials."

Whatever the influence, it often brought sharply opposing views. After dis-
cussions with colleagues, for example, a Maryland GP favors coverage: "Although
at first most physicians were against social security in principle, lately it seems
as though there are more and more doctors in favor of inclusion in this program."

"A LAST STRONGHOLD"

By contrast, a Kentucky obstetrician has discussed the issue but opposes cover-
age: "We as a group represent one of the last strongholds against creeping so-
cialism, of which social security is a part."

Similarly, an opponent from North Dak9ta writes: "Simple commonsense that
even a Harvard economist should be able to understand points up the fallacies
and inherent dangers," while a Virgifiia specialist cites "coinmonsense" as the
factor that did most to influence his conclusion that coverage Is desirable.

Both sides claim backing from Insurance experts. -("Advice of an insurance
agent," says an Iowa proponent of inclusion of physicians; "Explanation of
financial facts regarding future payments of social security by insurance man,"
says a Michigan opponent.)

Many offer personal observations and reflections as reasons for their differing
stands.

A Kansas specialist who does not favor coverage comments, "I have been raised
to believe that the average person through diligence and management can provide
for his own retirement-any other way means a loss of independence."

And a Texas specialist gives his reason for saying "Yes" to coverage: "The
realization that now at 60 I need it myself. And my position is probably repre-
sentative of 75 percent of all physicians.".

Senator DOUGLAS. Why is -t, do you think, that tle American Medi-
cal Assdciation- h" refused to taike a poll of 'it 'membership and so
many of thm State societies have taken polls?

Dr. SCHAMBERO. I can tell yoUi why they say they have refused.
They soy that they elect a board of delegates to represent the grass-
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roots, and that these delegates either will carry out. thewshes of the
gra0sroots or they will be voted Out of office. This solids very'good
on the surface, but is very bad when one digs a little deeper.

Very briefly, each county medical society elects delegates from the
county to the State smiety. It is these delegates who are, for themost art, the& hierarchy of medicine, it is this house of delegates of
each Site medical s'olekr which elects delegates to the-from the
State to the American Medical Association.

Senator DOUGLAS. In other words, they have a system of y~direct
elections I

Dr. SCHAMBERo. Correct.
Senator DOUGLAS. Which form prevailed for the U.S. Senate until

the direct- election' of Senators dame in 1913; is that right? You
are not acquainted with this; you are too young a man to remember it.
[Laughter.]

But originally the U.S. Senators were chosen by the State -is
latures and the State legislnt6rs were elected by the people. In other
words, you had indirect election.

Now, I notice that it is stated in your supplementary evidence, that
there are 202 delegates to th6 AMA.

Dr. SoTArFnvRo That is right.
Senator DOU6LAS. That in the States which' have voted in favor ot

inclusion there are110 delegates.
Now, that does include California, where there was an Honest

Ballot 'Associatioh poll, aid Missouri, where there was an Honest
Ballot Association poll, and whei'e there was a ratio of 1 to 10, and of
1 to 5, respectiVely. But it also includes New York, and you do not
have any totals given for New York.

What tire the figures for New York ?
Dr. SO'rAMBERG. The figures for New York aie not available. Nkew

York State is placed'i the favorable category because many of the
counties in New York State have held 'polls and taken resolutions
themselves, and the vast majority or all, of these polls, I am not cer-
tain which, voted-the majority voted in favor of social security forphysicians. . ..

senator DordLA.' Could you: introduce mttorial on New York for
the record because this i 'avery important point 1' A great nany of us
have been reluctant to bring the doctors m against their will, and-

Senator LoNo. If I might just suggest it, we might get on with the
matter, I thihk that the evidence pretty well indicateS that the over-
whelmifig majority of polls, particularly those taken without pressure
from-the doctor organizations, seem to prefer this coverage.. I would
urge that any additional polls the doctor can secure or that the Sen-
ator can obtain' from other sources be madeavailable tous as soon as
possible. and we will attempt to put them in the record ,

I am hoping we will move ahead rapidly enough with this legislation
so that we* can act on it'within the next 3 weeks in the Senate. That
being the case we would like to have these polls as soon n§ possible
because we wil put in the record the information that we can obtain
prior to the time that we start printing. But b the time we start
printing it, we Will simply have to ask that additional material be
added as a supplementary report for insertion in the record when
the bill is debated. . .
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Senator DOUOLAS. I think the chairman is very fair in his state-
ment. I would like to follow this up*a bit in New York.

Now, as I understand it there are separate AMIA chapters in the
various counties and boroughs.

Do you know what the vote would be in the Borough of Manhattan,
if ou were to take a poll in the BorOugh of Manhattan I

Kr. SoM^ZERo. I don't know.
Senator DOUGLAS. Do you know what the result was of the poll

held in the [3ronx?
Dr. SOHAMBERO. I do not know the results of any of these polls.
Senator DOUGLAS. Or in QueensI
Dr. SCITA3nMnG. No; I do not.
Senator DOUGLAS. Or in Kings?
Dr. SoCIAMBERG. No.
Senator DOUGLAS. Or in Richmond, or in Erie, Buffalo? Do you

have material on this?
Mrs. RosT. Well, I think it will be easy to establish these polls and

resolutions. The reason why the polls were not taken by the State
society could be that by that time the AMA had discouraged the State
societies from polling. The first State society polls were taken on
suggestion of the AMA but when the AMA Sw the resiilts they dis-
couraged taking them. Tlat is why many small States haven't.

Senator DOUGLAS. Perlaps I Should witlilold my questioning umi iii
you take the stand,, But Iwould like to have more information on
the votes by counties-

Mrs. ROsT,. I know that Mtanhattan- ....
Senator DouGLA's. And by'the boroughs in New York City.
Mrs. ROST. I know Alanhattan the metropolitan area, is strongly

in favQr based4mostly on resolutions, not olls.
Senator DOUGLAS. New York casts 24 yotes in the Touse of Dele-

gates of the American MediCal A!ssiation and xvitli t New' Yrk
there Wyould 'only be 86 votes in tav(*, even *cunthig' C Aif~irnild and
M issou i, and assuming that'the6 State s6Mety Iplls in the othei' States
were un iased and Should live precede ice over theh'"nest ballot
poll except in Illinois. , I chose the honest ball ot poll fi, Illinois be-cause under the honest ballot poll the voters were 'nt id11tified

(The following telegram was subsequently received giving i or, na-
tio'o n this questionn)

NE w oax, N.Y., May 17, 1965.
Mrs. ELizAi3ET SpaNbER,
Ohoef Ork, Senate Finance Cornmiftee,
Yew Senate Ofi1e Building,
Wasington, D.O.
. 1. New York State Medical Society is on record as favoring inclusion of
physicians under social security. Position taken at .several annual meetings
of the State society. Resolution was adopted after having been adopted by
several county soeetiba.

2. Re statement ib Dr. Schamberg's testimony that 62.5 percent of physicians
voting were In favor of social security coverage, use page 403, hearings before
the Committee on Finance, U.S. Senate, 88th Congress, 2d session, on H.R. 11805,
exhibit A.R COMIfI Oi 190-01AL Sicimrry FOR PH~YStCTA.&,.,

510 Madison Aven tie, New Ybrk, N.1.

Dr. SciIA MFn0. Senator'Douglns, on this question of %hethe"I or
not physician are willing to be-identified with their pint' of view,
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as a delegate from the Philadelphia County Medical Society to the
State medical, I introduced a resolution, as I mentioned before, asking
that the Pennsylvania Medical Society instruct its delegates to the
House of Delegates of the American Medical Association to request
the AMA to come out in favor of social security for physicians.

I stood up on the floor of the House of Delegates of the Pennsyl.
vania Medical Society and said:

If well over 60 out of a hundred of all the physicians in Pennsylvania voted
In the secret mail ballot-voted in the mail ballot which I believe was secret
in favor of social security-I think there must be many men here who are
delegates who favored social security. I would like to ask these men to have
the courage of their convictions and to stand up and be counted, and I, there
fore, request of the speaker that a standing vote rather than a voice vote be
carried out.

Senator DOUOLAS. How many stood up?
Dr. SCIIAMBE RO. I sat down. The speaker said: Well- "this would

require a motion, so from way off in the end of the hall, I couldn't
see who it was, someone said "I move that we have a voice vote."

Immediately there were at least 2 dozen seconds to that motion and
it was overwhelmingly voted. There was a voice vote and the men
who I am sure had voted in favor of social security coverage in the
privacy of their own offices, Were unwilling to stand_°up and be counted.
I think this is germane to your question as to whether or not our post-
card votes were signed.

If they were signed the results would have been more opposed to
social security because apparently from my experience in the State
society a number of physicians for some reason or other are unwilling
to be identified.

Senator DOUGLAS. Will you verify the question as to whether the
ballots circulated by the Pennsylvania Medical Society were such
that the individual could be identified, whehter by number or name?

Dr. SCIRAm .Ro. I will, indeed, and may I make sure that I have till
of the data that you wish? .You would like me to explain the differ-
ence between the Pennsylvania poll printed with my testimony and the
numbers--

Senator DOUGLAS. Both were in favor Of inclusion?
Dr. SoHAMBERG. Yes.
Senator DOUoLAS. But the majority under your poll, which you

* cited, was much greater.
Dr. SOHAMBRO. You would like the explanation for the difference

between those. You would like
Senator DOUGLAS. Was your poll conducted by the Honest Ballot

Association?
Dr. SCHAMBERO. No. Both polls in Pennsylvania-and the differ-

ence may be that one of these refers to one poll and the other to thB
other poll-,both polls in Pennsylvania in which the majority favored
social security coverage were conducted by the Pennsylvania State
Medical Society.

Senator DOUGLAS. Did the Pennsylvania Medical Society disown
the first poll which gave a large majority for inclusion? Have they
published it officially ?

Dr. SCHAMBEO. Oh, yes; the results of both polls have been pub-
lished and I can can get those for you very easily. You would also
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like the results of the first poll taken by the magazine, Medical
Economy ics.

I turned over to you the results of the second poll, and you would
also like the results of the poll made 'by the medical tabloid newspaper,
Medical Tribune, and you would like to know how many counties in
New York.

Senator DOUGLAs. And in particular whether the big metropolitan
boroughs were included.

Dr. SCHAMBERO. I know that the Borough of Manhattan was in-
cluded, and was overwhelmingly in favor of social security coverage.

(The following was later received for the record:)
JENKINTOWN, PA., May 18, 1965.

MRS. ELIZABETH SPRING ER,
ChIef Olerk, Senate Finance Committee,
yeto Senate Offico Building, 2227, Waslngton, D.C.:

Pennsylvania Medical Society held two mail polls on compulsory social security
for physicians; both anonymous. In 1959, 5,65 favored; 8,335 opposed. In
1961, 4,729 favored ; 3,720 opposed.

IRA LEo SoHAMBERO, M.D.

Senator DouorAs. Thank you.
In the absence of the chairman I will call the next witness, please,

Mrs. Gertrude S. Rost, of Orange, N.J.
Doctor, won't you sit up with Mrs. Rost?

STATEMENT OF MRS. GERTRUDE S. ROST, ORANGE, N.I.

Mrs. ROST. Mr. Chairman, and members- of the committee my
name is Gertrude Sander Rost. I am the wife of Dr. Adolf S. host
a physician in private practice in Orange, N.J. Our son, Dr. Michael
S. Rost, is a physician in Freeport, Long Island, is married, and
has three children. Therefore, the desire of physicians for inclusion
under social security and their need for it are familiar problems for
me, from the retirement, as well as from the survivor benefit point
of view. r

Six years ago a physician's wife in my neighborhood told me about
her husband, an M.D. in Newark, N.J., who had long been suffering
from a chronic illness; he tried to practice part time but was finally
forced to stop altogether.

Unable to leave him' alone for more than an hour or two, his wife
could not take a job. After a few years, they had spent their savings
and are now entirely dependent on their only child, a daughter, who
earns a modest living as a secretary.

"When do you think, Mrs. Rost, physicians will finally get social
security?" she anxiously asked me. I did not have the heart to tell
her that whenever it might come, it would be too late for them because
her husband was no longer in practice.

Senator DOUGLAS. Mrs. Rost, this is true so far as cash benefits are
concerned, but hospital and nursing home costs would be blanketed
in. So lie would be blanketed in under the provisions of the so-called
medicare bill, plan A, and also on payment of $3 a month lie would
come in for medical and surgery benefits.

Mrs. ROST. This was 6 years ago when I talked to her.

47-140- 65--pt. 2---29
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Senadtor DOU'otA. Yes.
Mrs. ]ROST. It was then that I decided to do something about it.

SerHous ilhiesses, especiMly hear' attiicks, seem to be frequent among
middle-a physician perhaps because of long hours, tremendous
responsibility and tns ii n cne6cted With their work. I lave here
a' letter from br. H. C. Van der Meulen of Pella, Iowa. Dr. Van'der
Meulei -obinted the physicians.'who' died in 9064, s. listed in the
Journal of the American Medical Associati6n anid' discovered' .that40 percent had diie4 bof6rt The age 'of 65.,'A trgc and: dranitic
example of tl6is was the su4den, death" last year of Dr. Welch, then
president of the AMA, who'd ed att'fh& ag6 "of 60, shortly after testi-
fying before this committee.,

More than halt the retired M.D.'s who responded to a recent spot checlk by
the magazine, Medical Economics, said-they were forced out of practice fot
reasons of health, typically at the age Of 68. '

S4These ,acts pertainly contradictthe fahti aT' um nt against Cover-
age of 'th AMA that doctors d0n1't retired betori'h ag o,0f '72 and
social security would be of little or no benefit.

The same Iowa physician, in another letter, refers to himself as
belonging to "th. e little people."' Coining from aphysiciani this mayS6diidT strdnk6 tb 'many ears as the public image of the American
physkiean is one of a man of almost limitless means Certainly there
are wealthy physicians; inany others make a gocd living; others yet
a modest onQ, There just is .no universal picture as to physicians'
financial ciiduMstances and even tie wealthiest one is as' vulhnrmble
to the hazards of life as everyone else.'

The voices of'physicians'Who want and ask .or the protetion ofsoial security ar growing 'loddr and louder-m--i letteit to Congress,
in letters to othe editoi',afid min i0dical publications. ' " .

I have here' a short edithriml, which I also respectfully, subniit tb
thi do nittee, wiitten by' ht physiciai inthe'TeWtchesterCountyMedl:
ical Bulletin, New York, from" which I qnOlA:'

Th6 longer we delay acceptance [of social security]," the more of 'us will retire',
the more will become disabled, the more will die leaving young families without
Adeqtthte savTiand Without theIsolid benefits currently takenfor granted' by
virtually all our follow citizens, ,, ,.

'Senator DeUoLs:. Mrs. Rost, do you have the text of thi§ -'ditorial
Mrs. ROsT. Ye. "
Senafto Dojds. Will you'submit-thht foi the recor-d .
Mrs. Ros'r. YesI.
(The editorial referredto follows,:)

[Weitcbester M dica'l Bulletn,.-Westchester County Medical Soclcty, April 190J
ST..E : No::E AND T)IE FACE'

In all'oux dellberati6na It, is curious thatthere sd tm IAlses A question which
profoundly affects the financial poaftion of all physicians, singly'and'collectively:
our exclusiohifrom: social security. -The matter Is .again to be considered for
congressional actioz4 and it'o high time it were openly discusse.

Social security' is' not -bnly ayery, low -cost retirement pan; t' Is also no-
hofiseisi permainient disability aid ife Insurtne-. Ever otfier, prQossln, has
accepted the plan' but exudig-an-auira ' of impenetrable1'wisdorn,: we, like the
cheese, stand alone. Let us be realistic. In .America ofh this xtdcentury it is
difficult, often impossible, to .accumulate capital euta to ,that, represented, at
4 percent Interest, by maximum social secUrity benefits. kir. main and wife ,it
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amiouits to at least $50,000, after taxes. "After" taxes, doctor. And that
4 percent interest is Itself taxable; : Social security paynen'ts are not. Provided
through private insurance, such income for retirement, for permanent disability,
for one's widow and minor children would be staggeringly expensive. Whatever
tle reasonsfor, our past rejection of social security, they could hardlyhaVe been
economic; If iioril, they could hardly have escaped the quixotle. Th6 longer
we delay acceptance, themore of us will. retire, the more will become disabled,
the more will die leaving young families without adequate. savings and without
the solid benefits currently taken for granted by virtually all our fellow citizens.

It would be sheer obtuseneqs. for any physician to fall to study objectively
both the provisions and limitations 'of the plan. The't'ime for decision comes
again and concise information Is readily ivaitlable at your nearest social security
office. The Advisory Committee on Social 'Security 3trongly. recommends our
inclusion; :the House Ways and Means Committee approves. But the Senate
Finance'Comnit tee is opposed, largely because of our past official position. ; And,
therefore, doctor,, never send to know Wvhose face'the nose spiteth; itspjteth
thfiue own.

Mrs. RosT. In this connection I would' like to read -for you ia letter
of which.I have aphotostatic CoPY . It was written by the president of
outr New Jersoy'Sthte Medical Society on September 11} 1964, to-the,
chairman of the House W a ittee.-. While stressing
his opposition tO nedie , a writesto Mr. Mills:

For your information d guidance, I also Would id-Vou know that the
Medical SoCiety of N Jersey urges the f physlcla de soial
security.

senator. Doqu s. .Would y b, .'that er for, the rdI
(The itter, r e ri. t ,s:

lion. Wir,.Jeren i 8, N.J. M'ep ejrl,, 64.
chairman, W vs ani.Meanstonni
ffotieof0) Re esentla it ce Rui I , ingS ot .

As 5presid t of the I lca o t ey k y u and con endaoout fo co andntl con hend
you for con stVntly r s Ig t ndi te I slon u or thescl ,-se-curity progr n4_of limit 'isPi e 1 o sec!irity beaefci6 irie
over '01 year ofage . n the eof u i a an d of our wo men's
auxillary, 'I b g you to' tin t ist, _t able ii egl ative
action "I.... ''. "
For yourIn rmatlo ,and guidance, 1 o woul like You,, k t te

Medical s°t et o'? Nqw Jerseyur p I. scl- $o of hy ups 4d social
cutirlty. We do 6t 6liposo socl urit y;t aer s a ;but We oppose

the so-called medic re program.
,'Thunk you for,$O* flnework. .

Preflent, Meofcaj Soclete Jorscy,
Mrs, RosT. 'I, told this mittee la~t yearthat n rtedical $ocieti es,have some system 'for :aidind their families or

Survivors.-,\ I am moqt,. Nware of t si nation in three"States: New
Jersey ow York, and Pennsylvania. :' ,

In-1ewJersey their , is le Socity,,for .Rh4ef Vfthe Widows and
Orphans "of Med kic Men, gf ..w Je-ey. .I have heroa fuild4 aisiAg
letter from the. Physicians' Hom hiii Nw, Yorki dated.May" 15 94,
which states that-,patt-the current'iatei,the monthly Assist ticbto i6
diger doctors and- eir wives, .widows, and depindent'SWould exoee d
the previous year's al by about , 12 percent. , '.. .

T m;most Mioing stories are providedby thie 'Aid Association, of the
Philadelphia -.County, Medical, Society, J'>a-e 2..of the-, 1963 .annual
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report explains that "these are elderly physicians and wives or children
who had no opportunity to contribute to social security etc. ** *, and
who have exhausted their own resources."

Page 4 of the 1961 annual report tells of a 93-year-old physician
and his wife, well over 80 years of age, who were granted desperately
needed assistance. It took a great deal of persuasion On the part of
the society to overcome the old people's pride.

Another report tells of a 35-year-old widow of a physician and her
seven children who were also granted immediate aid. There are thank.
you letters from elderly physicians' widows for a warm sweater or a
used television set.

An 83-year-old physician's widow offers thanks for a Christmas
check; the young daughter of a deceased physician, a college student,
expressed gratitude for financial help; an elderly crippled physician
and his wie give thanks for an increase in their monthly assistance-
I could go on and on with these stories, but in essence they are all the
same, revealing proud people, hit by sickness, death, or other mis.
fortune, and forced to accept charity which they would not need if they
were not excluded from social security.

Senator DOUGLAS. Will you furnish the text of these statement
Mrs. ROST. I have them.
Senator DOUGLAS. From the Aid Assosciation of Philadelphia

County Medical Association?
Mrs. ROST. I have the reports from Philadelphia and also have some

papers.
Senator DOUGLAS. Mr. Chairman, I ask that these be made a part of

Mrs. Rost's testimony.
Senator LONG. Yes.
(Mrs. Rost submitted four annual reports of the Aid Association of

the Philadelphia County Medical Society, for the years 1960, 1961,
1962, and 1963, in which the cases referred to were mentioned. These
annual reports were made a part of the committee files.)

Mrs. ROST. This brings me to a request which I respectfully submit
to the members of this committee for earnest consideration, to have
the inclusion of physicians under social security made retroactive as
suggested by Dr. Schamberg. After so many years of anxious waiting,
it seems cruel to see the door finally open and not to be allowed to enter
immediately. • ..Young physicians, with small children, are particularly anxious to

see social security coverage made retroactive. They are not yet
in a position to carry substantial life insurance. Many of them are
still repaying loans for their expensive education or for their equally
expensive office equipment. They know that death may come to them
just as unexpectWly as to anyone else and they want to be freed
from their worry about their young families.

Please make physicians coverage effective January 1, 1965, just as
the bill does m other cases, as for instance for benefits of children
attending school beyond age 18. Since physicians file their tax returns
by Aprif 15 following their taxable years, there will'be no problem
of the taxpayment for every point of view. I repeat, please, do not
let them wait for 2 more long and anxious years.

Considering the fact that physicians are the only professional group
excluded from social security and have already waited for so many
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years, I do not feel that our request is unreasonable, and we, the phy-
sicianst' wives our husbands, and our children would be deeply grateful
for a favorable descision on this proposal.

I must ask the members of this committee for forgiveness if I
have sounded emotional at times, but whatever I have stressed from
an emotional point of view must also be considered from a highly
practical one; it is well nigh impossible to separate the two. Let
me conclude by pleading with you for help pleading in the name of
thousands of physicians and their wives all over the country, in the
name of those among them whose pride might be broken, someday,
by having to accept charity, and in the name of future physicians
i'idows and orphans who would have nowhere to turn in their need.
Give them the protection which other Americans enjoy, protection
by social security.

Thank you.
Senator LoNG. Thank you very much.
Senator DOUGLAS. Mrs. Rost, I have a great deal of sympathy with

your proposal and if these polls are borne out it is my intention to
vote for inclusion. But I think you go pretty far in wanting to make
this retroactive. I would like to say many of us would have sup-
ported this in the past had it not been for our belief that the 'ma-
jority of the doctors were opposed to it. We considered the opinions
of the American Medical Association and we felt they expressed the
opinion of the society. I have always believed that a group of this
sort had the right to commit economic suicide if it so desired, and
that if it was the desire of the medical profession that they should
not be included I certainly did not want to overrule that desire.

Now, if this is not the real case, then we should reconsider. But
here you have the testimony of your associates that although the
polls were in favor of the inclusion of doctors in Pennsylvania, no
one except Dr. Schamberg had the courage'to stand up on'the floor.

Do you think the people who lack courage and who do not have
the intestinal fortitude to stand up for what they may believe to be
right should be given extra protection?

Mrs. RosT. No.
Senator DOUGLAS. You do t
Mrs. RosT. No, I don't do that. But you must not forget, Sena-

tor Douglas, that a physician depends greatly on the local society;
unless he is a, member of that society he does not get hospital privi-
leges, 'and so forth. I am sorry that you feel that doctors have no
courage.

I know doctors who have much courage, and if this bill is not-
if the provision is not made retroactive' just those doctors who started
fighting for it in 1950 will be the hardest hit because by now they
are in the middle of their seventies, and would have to work
another-

Senator Douo.s. The experiences of the last 30 years have made
mefeel that indifference and lack of courage is one of the greatest

evils in society and I think we have all been shocked by the way
people will feel detached and will permit aects of violence to occur
right before them without ever maki ng any effort to help the person
who is attacked, saying, "It is not my responsibility."
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Now, here you have members of one of the great and revered pro.
fessions not having the courage to state publicly what they believe
in privately. This is a cancer inside our society, I don't know any
way to pr' oduce a better attitude than for people to feel that if they
take this attitude they must bear some of the penalties of it, but her
you are asking for special treatment for a group which does not
have the courage to speak up for itself.

Now, Dr. Schnniberg does, and I want to coimnend him and youth,
too. But-yes, go ahead.

Dr. SCHAMBE O. Might I ask whether the sins of the American
Medical Association should be visited upon the widows and orphans
of doctors?

Senator DOUGLAS. Vell, the failure of the doctors to protect their
widows and orphans, I think, is quite striking.

Mrs. ROsT. But, Senator Douglas, only about 78 percent of the
physicians belong to the American Medical Association. There ae
about 22 percent of doctors who do not belong to the American Medi-
cal Association, who have never been heard and never been consid-
ered here in this committee; and 22 percent is quite a great number

of physicians.
Now, the American Medical Association requires membership in

some States, as a condition for membership in the local societies-
for a physician it is necessary to belong to the county medical society
for hospital privileges, and so forth, without which-

Senator DOUoLAS. Have they been able to pass any laws to that
effect? The lawyers frequently get this provision, what they call
an integrated bar in which membership is compulsory; have any

States
Mrs. ROST. I only know that in New York State the AMA has

made it compulsory that the members of the county and state so-
cieties are also members of the American Medical Association.

Senator DOUGLAS. Hasn't this ahvays prevailed.
Mrs. ROST. That is not the case in New Jersey.
Senator DOUGLAS. I thought when you joined the county society

you automatically joined the State society and AMA, too.
Mrs. ROST. No; not the AMA, and we have many physicians in

New Jersey who have left the AMA as a protest for the way the AMA
represented their wishes.

Senator DOUGLAS. And they belong to the county societies?
Mrs. ROsT. They must belong to the county societies.
Senator DOUOLAS. Dr. Schamberg.
Dr. ScHAMBEI. I may have misunderstood your question. There

are now either 10 or 11 States which require membership in the
American Medical Association for all members of the State medical
society.

Senator DOUGLAS. Yes.
Dr. SCHAMBERO. I believe-
Senator DooLAs. Is membership in the State society voluntary or

is it automatic upon being admitted to the profession?.
Dr. SCHAMBER.G. Membership in the county medical society re-

quires, I believe, membership in the State medical society.
Senator DoULAS. I understand that.
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The question is whether upon the admission to the practice of
medicine it doctor has to belong to the ,-ounty medical society?

)r. SCII-3M.IEII. In many counties being on the staff of a hospital
requires membership in the State and county medical society.

Senator DOUGLAS. Is this by State law or by practice of the hos-
pital?

I)r. SCII1-AMBtRo. No; this is by ruling of the State medical society.
Senator I)ouoris. To the degree this exists; it is a closed shop, is

it not?
l). SCITA-BEI,. It is.
M[rs. ROST. It is not possible in New Jersey to get hospital privileges

for a, physician unless he belongs to the county society. But ie is
not compelled to belong to the American Medical Association.

Senator DOUGLAS. I understand.
Mrs. ROST. In New York State you have to be a member of the AMA.
Senator DOUGLAS. Would you say that is a closed shop?

rIs. ORST. Well, as far as-
Senator DoUrLxs. Or a union shop, perhaps a union shop would be

better.
Mrs. ROST. In a way, I would have to say "Yes". But I must al-

ways emnlhasize that not all physicians belong to the American Medi-
cal Association.

Senator l)oUGLAs. In other words, what you say is that the AMA
does not represent the opinion of physicians, necessarily.

frs. ROST. I would say they don t.
Senator Doror;,S. On this issue.
Mrs. ROsT. Yes; on this issue.
Senator DoUoLAS. Do you find that the physicians who favor in-

clusion for social security purposes are in favor of medicare or against
medicare?

Mrs. RosT. Well, I don't think it has very much to do with it really.
Senator DOUOLAS. Logically it doesn't. But I was curious whether

they wanted protection for themselves but did not want protection
for others.

frs. RosT. Well, many of them are and many of them are not.
I know that our committee on social security for physicians got con-
tributions from physicians of whom we knew that they were not in
favor of medicare. I mean it is-

Senator DoiorLs. Your are yourself not in favor of medicare?
M". ROsT. I am very much in favor of medicare.
Senator DOUOLAS. You are?
Mrs. ROST. I have always been in favor and expressed that in a

letter to the President a year ago to which he answered very graciously.
Senator DOUGOLAS. You have never taken a poll amongst the sup-

porters of inclusion under social security of how they feel on medicare?
frs. ROsT. I don't-you see, Senator Douglas, our organization,

the committee on social security, is a very loosely organized group
and we don't have very great financial means.

Senator ])OVerAS. You have enough trouble of your own on this
issue so you don't. want, to take on an added burden?

Mr-s. ROsT. We don't have the financial means to do that. Wre de-
pend on voluntary contributions besides our only purpose is social
security for physicians. Once this is achieved, the committee will
bo disbanded.
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Senator DouoLAs. Yes; I understand.
Dr. SCIAMBFnO. I might add, Senator Douglas, thht many times in

the last few years I have read and heard the statement
How can we physicians ask to feed at the public trough, how can we ask for
social security for ourselves and in good faith oppose medicare.

Senator DOUOLAS. That question was in back of my mind.
Dr. S01IAMBFo. To me t is is complete nonsense but I have heard

it asked a number of times.
Senator DouoAs. You think this question is complete nonsense?
Dr SCHAMBEno. Yes.
Senator DouaTAs. Then you are opposed to medicare?
Dr. SCIrAMBFRO. No.
Senator DOUGLAS, You mean that to be opposed tomedicare and at

the same time be in favor of including doctors under social security
is nonsense?

Dr. SCITAmBAno. To those who hew to the AMi line in opposing
social security for physicians and opposing medicare, now they have
one added arrow in their quiver.

Senator DOUGLAS. Quiver, the word is quiver, one more arrow in
their quiver.

Dr. SCHAMiBERO. They have now one more arrow in their quiver
against social security for physicians; namely, how can we ask to
feed at the public trough and still oppose medicare for all the rest of
the American people.

Senator DouaLAs. This is used as an argument that since doctors
should not be in favor of medicare, they should not be in favor of in-
clusion in social security.

Dr. SoIIAMFno. Yes
Senator DOUoLAS. "think the AMA posed a very good question.
Mrs. ROsT, To prove that these two issues are not necesrily con-

nected; I would like to read the whole letter from the president of our
medical society to Mr. Mills: he writes:

As president of the Medical Society of New Jersey, I thank you and'con-
mend you-

that was last year-
I commend you for consistently resisting the independent discriminate In-
clusion under the social security, program of limited hospital services for all
social security beneficiaries over 01 years of age. In the name of all our mem-
bers and of our women's auxiliary, I beg you to resist such undesirable and
unfair legislative action.

Then lie continues:
For your information and guidance, I also would like you to know that the

medical society of New Jersey Urges the inclusion of physicians under social
security. We do not oppose social security, therefore, as such; but we do op-
pose the so-called medicare program.

Senator DOVOLAS. May I look at that letter, l)lease I
In other words, the president of the Medical Society of New Jersey

says he is in favor of including physicians under social Security but
he is opposed to limited hospital services for all social security
beneficiaries.

Mrs. ROsT.- That is right.
You asked me if it-goes hand in hand. It goes vith us but not with

everybody because they see some things wrong with medicare.

1
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In other words they are not opposed to social security per se.
Senator DourAs. I think this should be made a part of the record.
Mls. ROST. This is a very unusual letter and I am very proud of our

State Society.
Senator DoUGLAS. But your expressing, so clearly, the wishes of

Dew Jersey poll physicians with regard to social security showed a
vote in New Jersey of 2,174 in favor of inclusion, as compared with
910 against.

Mrs. ROsT. Yes and I know that was an anonymous poll. My hus-
band did not sign a card, just filled in the answer and sent it back. It
was not a poll where the doctor could be identified.

Senator DouGLAs. Let the record show Mrs. Rost says she does have
a letter which is submitted, that comes from the Medical and Chirur-
gical Faculty of Maryland.

Mrs. ROsT. It refers to your question of why doctors are dependent
on their medical society and why they sometimes don't have enough
courage to stand up for their convictions. Hem I have a letter where
the Medical and Chirurgical Faculty of the State of Maryland would
withdraw certain privileges from their members unless they pay $50
as the delegates assessed them to do. The doctors in this particular
case-

Senator DOUGLAS. What was this $50 fort
Mrs. ROST. To fight medicare. And in this case the doctors stood

up, asked that this assessment would be rescinded and they also asked
in this connection for a poll if physicians wanted social security, and
asked the AMA to return the $10 million to the tobacco industry.
These were three resolutions brought in by the great majority of the
physicians. The doctor who sent me this letter writes that he has
hardly ever seen such attendance at a meeting of the Medical Society
of the State of Maryland. How it came out, I don't know because
the newspapers in Baltimore were on strike after that, and were not
published, but the initial issue that I just mentioned was, published
in the Baltimore Stin and I think it might be interesting to submit
this to the record.

Senstot DOUGLAS. Thankyou very much.
(The letter referred to follows:)

MEDICAL AND COIRUOIoAL WAOULTY OF TUE STATE OF MAMYLAND,
BaWfore, Md., March 10, 1066.

DEAR FLLOW MznzRs: A $60 assessment on All active members of the
faculty who have been in practice for 8 or more years was approved by the
house of delegates on February 20. This assessment is due and payable within
60 days in accordance with the bylaws, arWle II, section 6.

This letter explains the reasons for the special assessment. You may have
drawn a somewhat different conclusion from the accounts In the public press.

A 2- to 3-year public service program of Information and educatln was the
question put to the house of delegates. Slightly less than 20 percent of the total
assessment will be expended In our effort to tell the Maryland public the true
facts about the medicare tax plan impending in Congress and the more corn-
prehensive doctors' eldereare plan (the Herlong-Curtis bill), favored by the
American Medical Association.

A wide majority of the delegates voted in favor of the assessment Among
those who objected were members of a county society which already has a
similar assessment upon its own members and who felt that oaeh county society,
rather than the faculty, should do this; those who felt that the denial of the
rights to physician's defense for nonpayment of -the assessment was not proper;
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and some few who felt the antimedicare fight is hopeless, and that we are
merely making matters worse by fighting.

Within 2 days of the newspaper and television publicity concerning our edu.
cational program, we received cash contributions from members of the public
to assist us * * * we received dozens of telephone calls asking for material on
the complete health care program offered through the doctors' eldercare plan
* * * and we have received surprising and heartening encouragement from many
other supporters of the medical profession's stand on this particular issue.

WHY A LONG-TERM INFORMATION AND EDUCATION PROGRAM ?

Because something strange seems to have been happening in the relationships
between- the medical profession and the public in recent years. The high esteem
in which doctors as a group were once held is being slowly sliced away. Surely,
much of this lessening of respect for our profession results from our stanch
stand against the federalization of medicine. For this, we are being picture
as "selfish and pugnacious," through caustic propaganda concerning or
motivations.

The steady erosion of our former standing is not the result of our medicare
position alone. In the complex, rapidly advancing world of modern medicine
we have been too busy caring for our patients to properly communicate the
steady changes that have been occurring on the one hand and our rigid principles
on the other hand.

The wider the gulf becomes in patients' understanding of physicians, the more
we lose their respect, and the more difficult it becomes for us to render efficacious
health care.

Furthermore, we are faced with educating our State legislators toward improv.
Ing not only payments to physicians but payments for all health care services.
For too long, the practicing physician, as well as other purveyors of health care
services, have been subsidizing the State government's operation. This amounts
to a hidden tax that these groups are paying.

WHY AN ALL-OUT EDUCATIONAL PROGRAM ABOUT ELDERCARE AND MEDICARE?

Because some of our own members, not tc mention the vast majority of the
general public, are woefully ignorant about the Inadequacies of this seemingly
harmless menance to good medicine. It Is our solemn obligation as physicians
-to speak out against this threat to the American system of medicine and the
American way of life.

The proponents of the 60-day hospital care program make no secret of the
fact that they intend (to expand it into a program of complete socialized medi-
cine. We doctors know this will not work, will result in a lowering of standards
of the high-quality dare now rendered to the public, and will result in the placing
of the physician In a category of low-grade civil servant.

As this Is written, the proponents of the administration's program have, once
again, increased their estimated cost of such a program-to $3.7 billion a year
by 1977, causing the House Ways and Means Committee to make an attempt
to reduce cash benefits under the social security system. Need I say more.

No matter' what type of medical or health care program Is adopted by the
U.S. Congress this year, we must continue to work toward one that will offer
those in need of a comprehensive health care program-with no means test,
with payment for physicians' services, drug cocts, and other services.

I apologize for the length of this communication. You must know the facts,
however, and realize the necessity for this drastic action by your council and
house of delegates. It is anticipated that this $50 will be enough to finance
the educational program for a 2-to 8-year period. By the end of this time, we
will know how successful we have been.

ALBERT E. GOLDSTEIN, M.D.,
President.

BALTIMORE, MD., April 12, 1905.
PHYSICIANS FORUM,

GENTLEtPN: Kindly send literature to the following physicians, If they are
not bn your list already. During our last State society meeting, the liberal view
dominated as you can see by the following resolutions passed:

(1) 9o poll physicians on their opinion about social security for physicias-
overwhelming majority.

(2) To recommend to the AMA to return the $1 million to the tobacco Indus-
try-'-overwhelming majority.
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(3) To rescind the $50 assessment to fight medicare passed at the previous
meeting of the Maryland House of Delegates-nine-tenths of those present (300)
voted for rescinding.

I thought you might be interested to have the names of the physicians who took
the floor to express the liberal point of view.

JuLIus C. G.luoK, M.D.

MEDICAL LEADERS Mtmr Tills VEEK-DEsIoN ON MEDICARE FE SURE To SPARK
DEBATE

The State me(lical society's pollcy-making house of delegates will meet this
week in the wake of a surprise vote by the Baltimore City Medical Society con-
(Lemning its decision to assess Maryland physicians $i50 each to help fight
medlca re.

Two months ago, the house of delegates in a heated special session voted to levy
the $140,000 assessment on the State medical society's members for a public reln-
tions campaigning against medicare and a "continuing program of public
educat ion."

Two weeks ago, in what might be termed a "coup," a large group of dissident
city doctors Iushed through a resolution at a Baltimore Clty Medical Society
meeting asking the house of delegates to rescinl its action.

Although the city medical society's action is not binding on its delegates to the
State society's annual meeting this week, the matter seems certoln to come before
the house of delegates, even though it is not on the house's official agenda.

On the scientific side of the three-day meeting, which opens Wednesday at the
Alcazar, will be lectures on high-blood pressure, cancer of the cervix, hepatitis
caused by blood transfusions, gout, birth control and other medical subjects.

Senator DOUOLAS. Any further questions?
Well thank .you. Your testimony has been .very interesting. I

think if there is any representative of the Aimerican 'Medical Associa-
tion here they should have the right to reply to these polls and make
any statement tliat they wish.
Dr. ANDR.ws. I am Dr. Elizabeth Terry Andrews, andI belong both

to this organization and also to the American Medical Association and
I am thoroughly beliind tliis 0o'. I am not opposing them in any way.
I am very much interested in' this testimony.

Senator DouoiAs. The i km t witness is Mr. Cyrus T. Anderson of
the International' Union -of Hotel & Restaurant Employees &
Bartenders.'

STATEMENT O:P CiUS T. ANDERSON, REPRESENTSN* NT9RNAU
TIONAL UNION OF HOTEL & RESTAURANT EMPLOYEES &
BARTENDERS

Mr. ANDERSON. Mir. Chairman, my name is Cyrus T. Anderson, and
I represent the Hotel & Restaurant Employees & Bartenders Intern%-
tional Union, and I should like to apologi'ze for not having a written
statement. I have beenout of my oiceor the last 2 weeks by reason
of a personal illness.

With your indulgence, I should like to briefly summarize the posi-
tion of the Hotel, Restaurant Vorkers & Bartenders International
Union with respect to one provision.in ti UIouse-passed bill which is
now being considered by tlgs committee. This is the provision having
to do with the inclusion for social security tax purposes in the wage
base of earnings deriving from gratuities or tips. • ....k :

First of all, let me say this on behalf of thils union, which has about
500,000 employees in all 50 of the States, that the Congress is now pro-
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ceeding to move into a new concept of social insurance legislation.
The Congress, using as its base the great social security system which
is now well over 25 years old, using as its base the social security Sys.
tern, the Congress now proposes to move out and insure medical benefits
for retired persons and elderly persons under the social security
system.

We say to you hopefully that before you move into this new area,
and before you conduct, as it were, a space probe, that you correct a
basic defect in the present system which has existed for 25 years.

The lack of coverage of the people employed in the service industry
is one which is recognized by experts throughout the Government and
throughout the Congress. This is a problem which has been con.
fronting these people for a long, long time. Efforts have been made
to correct it; successful solution of the problem has never been found.

First of all, I should like to briefly discuss the opposition to this
bill and to this part of the bill. The employers in their testimony in
the House committees and in their private solicitations of Members
of Congress seem to object to this bill for five reasons or this provision
for five reasons.

First of all, they allege that the employer is, in fact, an innocent
bystander between the waiter or the service employee, and the customer
in this tip transaction' and that the employee is in a sense a self-
employed person, and tihat this tip should not be part of the wage base.

Secondly, they assert that ftecfnical and administrative difficulties
will arise in the administration of any such provision as this if it
becomes law.

Thirdly, they allege that this industry is so heavily casual in its
employment that is to say, so many people in this industry are casual
employees, that it will be impossible of administration. Fourth, they
say that this will impose upon the employees, poor, hard-working,
low-income group employees, burdens beyond their capacity to handle.

Fifth and lastly, the allege that employees may adjust their reports
under this section either*upward or downward fttirg their age situ-
ation. For example, if the employee is blder he would cheat and in-
crease his tip base in order to fatten up his social security entitlement,
or if- he is a younger man, he may be expected to cheat and shorten his
report in order to Save that amount of ontribution ulider the tax.

Should like to discuss briefly each one of these five objections.
First, the objection that the employer is the innocent btander, and

that this should not be considered as part of the wage ase. In the
Congress at th irioment there is ta move underfoot to inerdase the
minimum wage laws and to broaden their coverage. This move was
afoot 2 years ago and 4 years ago. Two years ago when hearings on
the question of coverage of hotel, reStaurant, and service employees
under the minimum wage laws were up in the House Labor Commit-tee, spokesmen for the employers in this industry appeared before
that committee and said in effect there is no need to cover these people
for minimum wage purposes because they are, inh fact earning more
than ak. minimuhi wage, when you take into d4ccount the tips which are
actually part of their income,

On the other hand, when' they got over in front of Mrb Mills in' the
Ways and Means Committee in the House,'they said these people are,
infant, self-employed people, and that the tips and gratuities are not
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really part of the wage base and, therefore, should not be considered
as such.

I think it is a fact that very recently in discussion in executive ses-
sion in the Ways and Means Committee the employers in this industry
were told rather forcefully by the chairman of the committee that"'you can't have it both ways. You have either got to recognize thisis a social security base earning or the minimum wage protection is
needed, but you can't cover this tRin both ways."

But I think categorically it is a tact that tips are part of the earn-
ings in this industry, it is part of the income of these people, andwhen you talk about social security, you are talking about insuring
against the loss of income up6n retirement, and there is no question inour minds but what there can never be a fair social security system
as it affects hotel, restaurant and service employees unessi there is
coverage for tipped employment. I

Secondly, technical and administrative difficulby. There never has
been a tax imposed on anybody by this CongTess that hasn'tgiven rise
to technical and administrative difficulties. I rely in this situation onthe fact that this international union has done everything that it
could tocoop'erate with the Treasury of the United States in 'the draft-
ing of this legislation. Every single suggestion made to us by Treas-
tury we have accepted. We have got a complete, 100 percent record
of cooperation with the Treasury, and everytime that they have, al-most every time they have made a sufgestion to us it has been inthe
interest of easing the administration ofthis law.

For example, -a peculiar problem confronted the Marriott Motor
Hotels a substantial business headquartered here in Washington.
There is a section, a portion, of the language in this particular section
which is intended to ease the administrative problem of the Marriott
lotor Hotels, so we. are proud. of our record in working with Treas-
ury to try to make this thing easier.

f it becomes law, and' i some problem is developed, we will be the
first to come here to Congress and help try to get it corrected.

__urriedly, caual employees. There is absolutely no basis in an
allegation that this industry is so casual in its makeup that this is badlegislation.. .. .

The Department of Labor in a study made in February 1962 Identi-fled'as "Restaurant and Otherv Food -service Enterprises DataPri
nent to an Evaluation, of the NOed. for and the Feasibility, of Applying
Styutory Minimumt Wage and Maximum Hour Standads v ch is
a overy long title b.t ihn Y event i' thi e study condus y the De-

partment of Labor at the request of the House Labor Committee, itwas determined that Lhere are 1,'66'T "employees 'in the ea Ing anddrinking establishments of'th6 UjdSaes. T is'. all inclusive.
Furthermore, only 45,952 of this total number were casuals. -T iere-
fore, we believe that the statistical data ofithe Department of Labor
completely ref utes this allegation on th6 par-7

S8'ftator D'oroLAs.'The casuals'1 wvotdd be 'ishwashers primarily?
Mr.' AmDPRns. No, Sen'At6r. Casuals are. people' who."float -in, "and

out of thie industry.
Senator PotiiAs. r17 m~ean they cOngregat heavl i iswsigisn't that t vlyindihwshng
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Mr. ANDERISO.N. I believe this is so. But they also congregate in
other areas. Casuals by definition are less skilled, and this is probably
one of the lesser skills required in this industry.Fourth, a burden on the employees. I sometimes think that the
employers of this industry are terribly solicitous of their employees,
especially when there is a problem that the employees are interested
in. Any employer always becomes awfully interested in how the em-
ployees organizations are conducted, and whether or not their union
elections are really fair, and many other things, and there is a concern
here that we are talking about imp osing a burden on our empl yees,
and all I can say to you is that in the international conventions of this
union, and in the deliberations of our local unions and of our joint
councils in the various cities and States, this is the legislative program
of this international union, to establish a system of law whereby, one,
tipped employment is covered for social security purposes; an(), two,
wlereby income taxes are paid on a quarterly basis by employees in the
service industry.

Last week, the allegations that employees may adjust their reports
to suit their particular situation. This is an allegation that might
very well be made by anybody who has a tax liability. You could se
if you were going to reduce or increase excise taxes 'on July 1, that
there will be people involved in this business who won't be honest with
this Government, and if there are people in our business who are not
honest with, their Government, there are provisions for taking care of
it, and we do not think it is a valid objection.

In the first place I do not think it is going to happen, but if it does,
there are ways of taking care of it.

In closing, I would like to say again flat we hope this committee
will retain in this bill that section dealing with, the establishment of a
coverage for social security purposes of tipped employment; and, sec-
ondly, the inclusion in the Withholding Tax Act of income from tipped
employment by persons in the service industry.

Thank you, sir.
Senator DOUGLAS. Thank you, Mr. Anderson. That is very cogent

testimony.
The section in question, I take it, is section 313?
Mr. ANDERSON. Yes sir.
Senator DOUGLAS. And, as I read it, that exempts tips in kind, not in

cash, from covered tips, that is presents of boxes of candy or hams-
Mr. ANDERSO N. That is correct -'this is correct.
Senator DOUGLAS. And so forth, and also tips which, in a month, are

less than $20.
Mr. ANDERSON. This is correct. These are regarded as casual tips.
Senator DOUGLAS. In a 5-day week it would be approximately $1

a day.
Mr. ANDERSON. Yes sir.
Senator DOUGLAS. bid I understand you to say that if tips of this

type are included in the computation of earnings for social security
purposes, that you would be willing to have them included as wages
under minimum wage provisions?

Mr. ANDERSON. Yes, sir. 'here will have to be some adjustment in
the computation of a minimum wage standard in this industry, because
it is a fact, Senator, that the waiter in the Purple Tree at'tleY-Iamilton
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Notel on, Saturday night, when he goes home to talk to his wife about
tite week's earnings, talks not only about the $25 or $30 that the hotel
gives him, he talks about the earnings he has picked up in cash tips,
aud( this is part of the income in this business, and that is what we
are talking about.

Senator DoUorLAs. I see there has been a sort of schizophrenia on
both sides on this tip question.

.Mr. ANDERSON. Not in the 4 years that I have been in the business,
Senator. We have agreed toa figure-

Senator DoUoLAs. Not with you, Mr. Anderson, but I have heard
this argument. The employers will want to have tips included so far
as wage standards are concerned, but are not very anxious to have
them included in social security.

But I have talked to people from the wage earners who would like
to have these included under social security, but not considered with
respect to wage standards.

Now, you are taking the consistent attitude that they should be
included for both purposes in a uniform definition.

Mr. ANiDIsoN.. 'Yes, sir; and we so testified before the House Labor
Committee 2 years ago, and we would take that position now; yes, sir.

Senator DOUGLAS. That is the official position of the union?
Mr. ANDERSON Yes, sir; it is.
Senator DouoL,\S. t is not only your position but the official posi-

tion of the union.
Mr. ANDERSON. The testimony was actually given by the general

counsel of our union directly representing the international union, as
I do myself.

Senator Douor.As. Very good. This may clear up a lot of difficulties
if you have uniformity bot I. for wage standards and for social security
provisions.

Now, have you talked with the social security people as to whether
these reports ought to be monthly or quarterly?

Mr. ANDERSON. Quarterly.
Senator DouoL,\s. And whether this presents unusual administra-

tive difficulties.
Mr. ANDERSON. Senator, I think it is a fair statement to say that

this bill is written around the administrative challenges of the social
security system; that this bill had to be written aroun- the IBM com-
puter complexes at their headquarters in Baltimore; and, yes, the
answer is yes, we have not only cleared this with social security, we
have met every requirement that they gave us.

Senator DovoAs. The tip feature would be the same, fundamentally
the same, as the form for the self-employed workers.

Mr. ANDERSON. With some variation, yes, -because there are features
of tipped employment now existent which are in the control of the
employer. For example, if you sign a tip on-your American Express
credit card or if you sign a tip on your hotel bill or if you engage a
banquet at the Statler Hotel, part of your chit, part Of the billing,
that you receive covers service or tips for the employees. This is all
within the control the employer. So that the man's reporting of tipped
earnings will include not only the cash earnings that he declares, but
also the other earnings that are actually in the control of the em-
ployer, so it is not exactly on a self-employed situation.
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Senator DouoLAs. That is, the 10 percent or 15 percent would be in.
cluded, too?

Mr. ANDERSOm' In this respect it differs from a self-employed situa.
tion.

Senator DouorAs. Well, thank you very much for very pertinent
testimony.

Mr. ANDERSON. Thank you.
Senator DouoLAs. The final witness this morning is Mr. James A.

Mann, of the Illinois State Chamber of Commerce.
I am very glad to welcome you, Mr. Mann.

STATEMENT OF JAMES A. MANN, CHAIRMAN, SOCIAL SECURITY
COMMITTEE, ILLINOIS STATE CHAMBER OF COMMERCE

Mr. MANN. Thank you, Senator Douglas. It is nice to have a
Senator from Illinois present here today.

My name is James A. Mann. I am personnel manager for Wyman-
Gordon Co., Ingalls-Shepard Division, Harvey, Ill., producers of
drop forgings for the automotive, aircraft, truck and tractor indus-
tries. Currently, I am chairman of the Social Security Committee of
the Illinois State Chamber of Commerce. At this time, I wish to
briefly highlight certain portions of a statement I have previously
prepared and submitted of your consideration.

Senator DouoLs. Your prepared statement will be inserted in the
record following your oral testimony.

Mr. Mann, during past years, the Illinois State chamber has sup-
:ported expansion and improvement of social security but has stressed
that this essentially, is a tax program wherein today's workers pay
for the benefits of today's retired workers. As an organization of
businessmen, we have been concerned with the costs of these programs,
both present and future. I am sure that in your consideration of Ht
6675 you necessarily will view this legislation from the point of
view of taxes and costs as well as benefits essential to provide protec-
tion to our elderly.
, In view of our concern over the costs of the social security program
itself we have questioned the incorporation of medical and hospital
care ior the elderly through a payroll tax in the social security system.
It has been, and still is our contention that providing hospital and
medical care for the age on the basis of "rights" under social security
will jepardize the social security program because of the high costs
that willoccur.

Senator DouGIAs., You will :forgive me, Mr. Mann, but you know
that %ctuarially and finxancially the funds for hospital and medical
,are and, indeed for surgical and medical care, are to be isolated from
the general-social security fund.

Mr. MAzNN. Yes, sir..
Senator DOUOLAS. Proceed.
Mr. MANN. I am sureyou will fully consider the cots in the present

bill as well as possible future costs through demands that will be made
for. further expansion of the medicare pro am.: .Some of these de-* mands you already have received; for example% additional medical and
surgical benefits beyond the scope of H.R. 6675 and theelimination
of deductibles in hospital care.
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It is the Illinois State chamber's firm position that medical and
hospital care must be provided to our needy aged but it should be done
on the basis of Federal-State cooperation with administration at the
State and local levels. We have continually supported this type of
protection and we are hopeful that your committee will approve provi-
sions in H.R. 6675 implementing what is known as the Kerr-Mills
program, providing medical care For the indigent.

In view of the volume of testimony you have received, I do not wish
to burden you by restraining the many issues brought to your atten-
tion. However, there are three matters of concern which I specif-
ically wish to point out.

When the Social Security Act was amended by Congress in 1956
providing disability benefits, Congress recognized that these new Fed-
eral peymeneFr would overlap with wage replacement benefits provided
under wor-men's compensation. This law stipulated that the social
security disi bility'payments would be offset or reduced by the amount
of benefits paid under workmen's compensation in the various States.
However, we believe an error was made when this offset provision was
deleted from the Social Security Act in 1958. Section 303 of H.R.
6675 compounds this error by in effect allowing additional thousands
of workers a double package of workmen's compensation and social
security disability benefits for short-term temporary disabilities.

As explained in an example in my previous statement, under section
303 it will be possible in Illinois for an injured workman with two
children to receive double monthly benefits of approximately $551-
tax free-as compared to hig previous wage of $400'a month.We strongly eel that your committee should provide that social
security disability benefits be offset 'by workmen's compensation, pay-
ments in the various States anal further that the present requirement
that a worker'sdisability must be expected to result in deathor to be
of long continued and indefinite duration be maintained.

The Illinois State Chamber of Commerce believes that th6 individual
States should, finance any necessary expansion of public assiStance
programs for the needy aged, blind, disabled, and families with
dependent children withoitt further increases in Federal matching
formulas. If Congress determines, however, that increased Federal
payments are necessary, we wish to point out our concern regarding
various provisions in H.R. 66Th .

Ip discussions With the Illinois Depatment of Public Aid we findthat s6etion 406 provides that a State" i: receive add IFr!r aid
provided Under tlVe XIX and the adde3ederal aid for money pay-
ments provided in section 401 'only to the extent that its total 6xpiendi-tures or medil assistance a money grants under the new system
effective in 1966 exceed tho average Of its thtal expenditures' fo fiscal
1964 or 1065, whichever'the 'State M'ay select. This re tirme WK* will
penalize States like Illinois whose cas rants, coupled witb alable
resources, a4r conidei-ably abovethe national average and provide a
riasonablersubsisteOc level now.

In rdr to correct this iijustice, weuggest that the bill be amended
to require that he Secretary of thie'partmenit of health', Education,
and Welfare establish a miniiiium standard for siibsistence suprt
which lie shall use asa measure in determining whether oy not a' state
shall be. exempt from' th section 405 formula for elgibilityt- i-eceive

47-14i0-05-p1t. 2--30
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increased maitching for Iiloney layIents . In addition, the bill should
be amended to exempt from the "maintenance of State effort" formula
those States who already provide for money payment1 recipients tie
five medical services which will be mandatory as of July 19067.

We wish to bring to your attention three requirements in proposed
title XIX of the Social Security Act which we oppose.

First, we O1)l)ose tile )rovision that, only the SpoUse of adult recip i-
ents and parents for children under 21 shall be considered resposi ble
relatives. We believe that children and parents of adult recipients, as
now provided under title XVI, should be included under title XIX as
responsible relatives. In addition, brothers and sisters living in the
saine hme of AFI)C and general assistance recipients should be
required to provide, support according to their ability.

Second, we 1)p ose the provision prohibiting a lien upon the property
of a recipient. Illinois statutes currently provide that the State may
oppose a lien upon the real property of recipients of old age, blind, or
disability assistance. Inasmuchi as the homestead and contiguous real
estate of an individual is exempt in determining eligibility for both
money payments and medical as-istanceo in Illinois, we bllievo that
the State should not be prohibited from establishing a. lien owthe real
l)rol)eity of recipients mentioned above. The )roiibition of the lien
provision, in effect, provides for the creation of an estate at public
OxpensO.

Tie third requirement which concerns us would prohibit any dura-
tional residence requirement. Under all public assistance programs
in Illinois, except tlie aid to medically Indigent aged program under
the Kerr-Mills Act, a p person must reside in the State for I year as one
of the conditions for eligibility. We support the 1-year residence re-
quirement, and recommend that item (3) on page 136 of the bill be
amended to authorize such a requirement for eligibility for medical
assistance under programs covered by title XIX.

In discussions on HR. 6675 with the Illinois Department of Public
Aid, we share their concern that the "maintenance of State effort"
formula appears to lnjeet a philosophy into the public aid field that a
State has to spend more to get more. We hope the Senate Finance
Committee will remedy this situation by adopting the changes we havesuaircated.id my previously prepared statement, I have explained our com-

paly's lflans providing medical and hospital care to our retirees which
they receive at no0 cost to them. These plans have been developed
through collective bargaining agreements with five union and we are
particularly concerned as to the effect the medicare provisions in H.R.
6075 will have on these plans and future expansion of this nationwide
voluntary insurance approach to the problem of providing assistance
to retired workers. We trust your committee wil give due considera-
tion to this problem.

Frankly, it is difficult for me to forecast what effect the passage of
medienro would have on' future consideration of expansion of our
)rogram. In our situation, the combined employor-employee 1.6-

percent social security tax for medicare is an additional unnecessary
cost to our company and to our employees.

Thank you for your courteous attention Senator Douglas.
(The prepared statement Of Mr. Mann follows:)
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8i'.VlI}:N'i' OF J. MPMls A. MANN FOR TlE ILLMNOIW SrAT CHAMBER OF CoMMERc :

My name Is Jaunls A. Mann. I an lrmlolul manager for Wyffinn-Oordnn Co.,
Iligalls-Sllepard l)ivisilol, Harvoy, Ill., producers of drop forging for the auto.
motive, aircraft, truck, and tractor industries. Currently, I amit ehnrman of the
Sochll Security Committee of the Illinois State Ohamber of Conmerce.

This statement Is lpre9vited on Iehalf of the Illinois State (haniber of Corn-
uini'v, it state\wile civic organization with a membership of about 20,000 busl-

n1essiuli, representing over 8,500 Individun'l business enterprises 1in Illinois. Shi1eo
I112, I have been a member of the Illinois State Chamuber's ochil Security Con-
mittee which Is conipri d of 88 individuals, represontihg all types of busiess in
our State, ranging from the self-employed to some of the Nation's largest
coil')I'at ions.

Our comiuutteo has constantly studied and reviewed matters relating to social
security, and the xolleles whici we recommniend are approved by the State
chamili's 70-niember board of directors. T'hus, my presentation and the view-
points expressed lit this statement, I an sure, are broadly representative of Illinois

COSTS AND TAXES
During past years, the Illinois State Chamber, through Its social security

connittee, hais supported expansion and Improvement of social security but has
stressed that this essentIally is a tax program wherein today's workers pay for
the benefits of today's retired workers. As an organization of busitneswen, we
have beet concerned with the costs of these programs, both present and future.
I am sure that in your consideration of 111t. 6075 you neemsarily will view this
legislation front the point of view of taxes aid ceosts as well as benefits essentill
to provide protection to our elderly. With rospect to taxes, they nre taxes
whether payroll, income, property, or excise and, of course, definitely affect our
economy in a variety of ways. Let us Just mention payroll taxes which are the

concern of this legislation. They necessarily Increase the costs of production
when paid by the employer aud the employee. In turn, stich taxes contribute
to nit Inflationary spiral throught an Increase in the cost of living as they lutst
heco1mo ai part of the price Iaid for the goods and services produced,

Considering social security taxes alone, they can develop Into what so often
Is termed "a viclottq circle." An increased cost of living resulting from increased
prices for goods and services will require nn Increas0 in benefits to the retired
person. In turn, social security taxes, if we are to maintain today's adopted
principles, will be increased with a further resulting Increase in the cost of
living. This appears to bo recognized now in II.R. 6075 where boneflt are
Increased to offset the increased cost of living. We recognize that such increases
are neessary to maintain the basic purpose of the social security program.
However, we cannot help but be concerned with the Increased taxes that must
nccompany the increased benefits.

In view of our concern over the costs of the social security program itself, the
State chamber Its questioned, the incorporation of a medical and hospital care
for the elderly program through a payroll tax in the social security systein.
It has been, and still Is, our contention that providing hospital and medical care
for the aged on the basis of rights under social security N Ill jeopardize the social
security program because of the high cost that will ocelr.

B1 this tile, your colnuIttee has analyzed theoe costs annd I l) sure you
have similar concern. In past years, social security experts, Including those
lit the Delmrtment of Health, Education, and Welfare, have warned that the
social security tax s should not exceed 10 percent of taxable pmyroll. However,
as you we l know, Ii., 0075 provides eventually for ai 11.2 percent tax rate
and that will be on an hicreased taxable wage base of $0,000. It Is doubtful
that anyone can forecast what the eventual tax will'be With the inclusion 'if
the medicare provisions.

We sincerely suggest that at this time,.aftqr you have determined whether
or not It is wiso to Include medicare under social security, you resist all efforts to
further Increase the costs of what app6ars to be at least a $0 billion-a-year
Increase. Already, you have received suggestions to providofurther medical
and surgical benefits and to eliminate the deductibles In hospital care. Now, and
in, the ftiure, there Will lie demands for increasing the maximumn stay in hos-
pitals, added'paynients for drugs and appliances, the lowering of the eligibility
age for receiving benefits, and other provisions greatly increasing costs to Stag-
gering proportions. I am Sure you are considerhig all 'these problehns in your
determinations as to the wisdom of placing medicare under social security.
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We are hopeful that your committee will approve provisions Implementing
what is known as tbe Kerr-Mills provisions, providing medlcal care for the
indigent. It is the Ikiinols State chamber's firm position that medical and hos.
pital care must be provided to our needy aged and it should be done on the
basis of Federal-State cooperation with administration at the State and local
levels. We have continually supported this type of program and later will
point out certain provisions which we feel will curtail the ability of State and
local administration to function effectively in this field.

In view of the volume of testimony you have received, we do not wish to
burden you by restating the many points brought to your attention. However,
there are three matters of concern which we specifically wish to call to your
attention.

SOCIAL SECURITY DISABILITY BENEFITS-WORNMEN'S COMPENSATION

You have heard much testimony concerning section 303 of the Social Security
Amendments of 1965 (H.R. 6075). In our estimation, this section compounds
an error made In 1958. It eliminates the present requirement that a worker's
disability must be expected to result in death or to be of long-continued and
indefinite duration and provides instead that an insured worker will be eligible
for social sect~r~ity disability benefits if he has been totally disabled through a
continuous period of at least 0 calendar months. Further, it provides that
disability benefits would be payable beginning with the last month of the
0-month waiting period.
When the Social Security Act was amended by Congress in 1050 providing

disability benefits, Congress recognized that these new Federal payments would
overlap with wage-replacement benefits provided under workmen's compensation.
This law stipulated'that the social security disability payments would be "offset"
or reduced by the amount of benefits paid under workmen's compensation in
the various States. However, we believe an error was made when this "offset"
provision was deleted from the Social Security Act in 1058. Section 803 of
11.R. 6675 compounds this error by in effect allowing additional thousands of
workers a double package of workmen's compensation and social security disa-
bility benefits for short-term temporary. disabilities.

I would like to point out what could happen in Illinois under this provision.
Workmen's compensation benefits are' to be substantially increased in our State
this year. For example, an individual who becomes temporarily totally disabled
and has two dependent children will be able to receive as much as $69 a week.
He may receive this for 64 weeks. Assuming he had wages of $4,800 a year,
under H.R. 6675 he will be eligible to receive family benefits of $271.80 for his
disability after 5 months, , Combine this with his workmen's compensation bene-
fits of at least $280 a month and this worker could receive, from the two benefit
systems, monthly payments of at least $551.80 until his 64-week period of tem-
porary total benefits have been exhausted in Illinois. I am sure you know that
his medical and hospital expenses are paid during this period under workmen's
compensation and that the benefits are tax free.

To use even more conservative figures, the average social security disability
monthly payment as of January 1964 (Social Security Bulletin, May 1964, vol. 27,
No. 5,'p. 32) would amount t# $185.18 for an individual with a wife smd two chil-
dren. Adding the 7 percent benefit increase in H.R. 6675, it appears that this
beneficiary would receive an average monthly disability benefit of at least
$198,14 under the provisions in H.R. 6675. In this instance, his combined bene-
fits Would amount to approximately $418 per month as compared to the monthly
wage of $400 or less. This becomes further exaggerated as top weekly work-
men's compensation benefits in Illinois will be $76 for the individual with the
sanme earnings and four children.

There is general agreement that :everything should be done 'to rehabilitate
an injured worker and to provide incentives for him to return to Work. Wefirmly believe that the average disabled Worker desires active employment rather
than th4 Idle drawing of benefits; however, It appears thatthere would be a
tremendous incentive for individuals to accept monthly benefits (tax free)
considerably"in excess of his earnings.

We strongly feel that your committee should provide that these social security
disability benefits be offset by workmen's compensation payments in ihe various
States and further that the present requirement that a worker's disability must
be expected to result in death or to be of long contiiued and indefinite duration be
maintained.
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REVISIONS AFFECTING PUBLIC ASSISTANCE TITLES OF THE SOCIAL SECURITY ACT

Thie Illinois State Chamber of Commerce believes that the individual States
should finance any necessary expansion of public assistance programs for the
needy aged, blind, disabled, and familieswith dependent children without further
increases In Federal-matching formulas. Local and State administrators in
each State are closer to the needs of public assistance recipients and other
needy Individuals. They are also acutely aware of the ability of taxpayers
within their respective States to finance expanded medical assistance and
grant benefits. If Federal funds were not available, many States would not be
pushing to expand medical services and grants so rapidly. If Congress deter-
wines, however, that increased Federal payments are necessary, we wish to point
out our concern regarding various provisions in H.R. 6675.

TITLE IV, PUBLIC ASSISTANCE, AMENDMENTS, SECTION 405o MAINTENANCE OF STATE
PUBLIC ASSISTANCE EXPENDITURES

In discussions with the Illinois Department of Public Aid, we find that section
405 provides that a State will receive added Federal and provided under title
XIX and the added Federal aid for money payments provided in section 401 only
to the extent that its total expenditures for medical assistance and money
grants under the new system effective in 1960 exceed the average of its total
expenditures for fiscal 1964 or 1965, whichever the State may select. This
requirement will penalize States like Illinois whose cash grants, coupled with
available resources, are considerably above the national average and provide a
reasonable subsistence level now. It will have the same effect where com-
prehensive medical care has been provided public aid recipients for a number of
years, and where a State has forged ahead in implementing a program of aid to
medically indigent, both for the aged (under Kerr-Mills) and for the group
under 65 provided for by local and State funds.

In order to correct this injustice, we suggest that the bill be amended to
require that the Secretary of the Department of Health, Feduoation, and Welfare
establish a minimum standard for subsistence support which he shall use as a
measure in determining whether or not a State shall be exempt from the section
405 formula for eligibility to receive increased matching for money payments.
In addition, the bill should e amended to exempt from the "Maintenance of
State effort" formula those States who already provide for money payment
recipients the five medical services which will be mandatory as of July 1967.

TITLE XIX, GRANTS TO STATES FOR MEDIOXJ ASSISTANCE PROGRAMS

We wish to bring to your attention three requirements in proposed title
XIX of the Social Security Act which we oppose.

First, we oppose the provision that only the spouse of adult recipients and
parents for children under 21 shall be considered responsible relatives, We
believe that children and parents of edult, recipients, as now; provided under
title XVI, should be included under title XIX as responsible relatives. In addi-
tion, brothers and sisters living in the same home of AFDO and general assistance
recipients should be required to provide support according to their ability. If
this provision Is not changed, the ,Illinois Department of Public Aid points out
that an administrative monstrosity will be created because of the contrast to
provisions currently in effect under titles I, IV, X, XIV, and XVI.

-econd, we Oppose the provision prohibiting a lien upon the property of a
recipient. Illinois statutes currently provide that the State may impose a lien
upon the real property of recipients Of old age, blind;, or disability assistance.
Insmuch as the homestead and contiguous real estate of an individuat is
exempt in determining eligibility for both money payments and medical assist-
knce in IllinoiS, we believe that the, State should not be prohibited from
establishing a lien on the real property of recipients mentioned above. The
prohibition of the lien provision, in effect, provides for the creation of an estate
at public expense.

The third requirement Which concerns us would prohibit any durationilresi-
dence requirement. Under all public assistance programs in 'Illinois, except the
aid to medically Indigent aged program under the Kerr-Mills Act, a-person must
reside in the' State for 1 year as 'one 'of the condittiois for eligibility.- We
support the 1-year residence requirement, and recommend that item (3) on page
136 of'the bill be amended* to authorize such a requirement for eligibility. for
medical assistance under programs covered by tiflet XIX.
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In discussions on H.R. 6075 with the Illinois Department of Public Aid, we
share their concern that the "maintenance of State effort" formula appears to
Inject a philosophy into the public aid field that a State has to spend more to
get more. We hope the Senate Finance Committee will remedy this situation
by adopting the changes we have suggested. It Is our understanding that the
Illinois Department of Public Aid will recommend revision or clarification of a
number of the medical assistance provisions in title XIX that will adversely
affect the operation of public assistance programs in Illinois.

COLLEOTIVE nARGAININO AGREEMENTS

Your committee has'received volumes of testimony on the great expansion of
voluntary insurance plans providing medical and hospital care for the aged and
it is our belief that this tremendous growth of voluntary insurance makes
medicare under social security unnecessary. 1 do not intend to dwell on that
point. However, I wish to express particular concern on the effect the basic plan
for providing hospital insurance, etc., under social security could have on exist-
ing and future medical and hospital plans for retirees under collective bargain-
ing agreements. It is our firm opinion that the growth and expansion of these
programs wherein management and labor determine the types of policies they
wish to buy and the benefits they can afford will be discouraged through this
medicare program. It is our fear that with possible expansion of the Govern-
meint's program, increasing employer and employee costs under the coinpulsory
social security tax will discourage employers to enter into new contracts
providing these benefits to their retirees.

At present, there are many Illinois-based firms providing both hospital and
medical care protection for their retired workers, and I am sure this Illinois
experience is representative of the Nation as a whole. I would like to briefly,
as an example, relate to you what has happened in my own company.

Through the process of collective bnrgaidng with three international unions,
namely, the International Association of /tachinists, tihe International Brother-
hood of Electrical Workers, and the International Brotherhood of Boilermakers,
as well as one independent union, the Employees' Independent Union, employees
retiring under the Wyman-Gordon benefit plan, a voluntary plan, are provided
with 305 days of Blue Cross protection, $375 maximum Blue Shield, and major
medical expense benefits for the duration of their retirement, at no cost to the
pensioner. The same coverage is provided, at no cost, to the wlfo, 0f the pen-
sloner. At the death of the pensioner, Blue Cross-Blue Shield and major medical
benefits are provided the wife until her death or remarriage, and again at no
cost. In addition, group life Insurance Is also provided the pensioner at no
cost to him. The same coverages are also provided nonunion employees, retiring
under our retirement program.

The pensioners of our fifth union, the Internattonal Die Sinkers Conference,
are provided with 120 days.Blue Cross and $375 maximun Blue Shield cover-
age, at no cost to them. These same benefits are extended, to' the wife of ,ie
pensioner, and again att no cost to the tOnsioner.

Frankly, It is difffcult for me to forecast what effect the passage of medicare
would have on future consideration of expansion of our'program.. In our situa-
tion, the combined employer-employee 1.0 percent social security tax for medi-
care is an additional unnecessary rost to our company and to our employees.

Senator DOUGLAS. Thank you, Mr. Mann, very much for your very.
able statement.

On this question of the maintenance of the State effort formula, I
think the reason why the Committee on Ways and ' Means of the
House included that was because ' of the experience we have had on
old age assistance. On a number of occasions when we hrve increased
the Federal grants for 61d age assistance, intending to benefit the
aged persons, wlat we have found has been that the States have dim-inished their payments to the aged by approxnatoly'th same amount
as that which the federall Government, has added, and that therefore
the Federal expenditures served in these cases not for the benefit of
the a'ed but f6r the benefitof the states. Therefore, this provision
that tle States cannot reduce their expenditure.s below that 'hIcl tiey



SOCIAL SECURITY

formerly paid out, was put in, I think, in order to insure that the
benefits would go to the aged.

Do you have any comment on thatI
Mr. MANN. I might say, Senator, that according to the Illinois

public aid people, during 1905-Illinois will spend $82 million, and
under the present formula the Federal government will meet only $21
million or 25.7 percent.

For the aged and the blind we plan to spend $44.1 million, for aid
to the dependent children, $19.3 million; for the medically Indigent
aged, $7 million. This is a total of $70.4 million.

On the 50 percent matching we should be entitled to $35 million.
However, we are getting $21 million , and we are $14 million short.

Senator )ouGLAs. I am not saying that Illinois has been at fault.
But I know that in some States the added Federal grant has been
used to diminish the amount of the State payment with the result
that the aged are very little better off than before. What has hap-
pened is that the Federal Government has assumed part of the burden
of the State budget. I take it. that the members of the House Ways and
Means Committee, believing in local self-government and local re-
sponsibilit.y, did not wish to encourage that.

Mr. MANN. I SW.
Senator ])ouoAs. On the question of the effect of medicare on

previous collective bargaining agreements, don'lt you suppose you will
e able to get a readjustment of the benefits so that with the aid of

hospital, nursing homes, home visiting nuse care for the aged largely
provided for, and with medical and surgical bienfits provi-led for the
aged persons, you will be able to got a readjustment so that instead of
duplication of aged benefits these costs can be shifted to greater bene-
fits for those under 65? So there will be not net inc,,mse for you,
but really a readjustment-

Mr. MANN. Medicare will undoubtedly act as a deductible to our
hospital and surgical programs. But the additional costs--

Senator Douorys. And therefore, diminish the costs to you.
Mr. MANN. Slightly. But the cost of medicare to the employee

and the employer in dollars mid cents amounts to a gmeat deal of
money, which we could use over the years to go out and purchase
better-broaden, expand our insurance programs over and above
what medicare could possibly give them.

Senator DouoAs. That may well be. What I am simply trying to
say is that you would either increase your benefits to those over 65
or diminish your contributions for the supplemental benefits under
your plan. Protection will be provided under social security rather
than under collective bargaining. I have no doubt that you will urge
that in your collective bargaining negotiations. I think it would be
very hard for a union to resist in all good conscience.

Do you wantto make any comment on that?
Mr. MAN. No. I will make no further comment on that, other

than to say that our retired employees have the same type of coveige,
with the exception of life insurance, that our active employees have,
and I think it is perhaps the best and most comprehensive coverage
in Cook County. How the retired employees are going to feel about
medicare, I don't know.

Senator DouoLAs. Well, they make no contribution as retired
employees to that protection.
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Mr. MAN. None whatsover, and I might say, Senator, in addition
to the retired employee, his wife is also covered at.no cost to him.'

Upon his death, the Ble Cross and Blue Shield, and major medical
catastrophic, insurance is given to her at no cost to her until her
death or remarriage, wlich makes it a very attractive package.

Senator DouoLAs. I think it is very generous, and you ard to be
commended for agreeing to that provision.

Mr. MANN. Thanks ou.
Senator DOUGLAS. I simply say if protection under sociid security

is substituted for this, it would seem to me that you could either shift
benefits to thoo under 65 or diminish contributions and, hence make
economies for yourslf. We will leave that for the future. in the
meantime, think you very much. N

Mr. MANN. You are welcome, sir.
Senator DouoLs. We will recess this hearing until tomorrow

morningat 10 o'clock,
Thank you.
(Whereupon at 12:40 p.m. the committee was in recess, to recon-

vene at 10 a.m., Tuesday, May 18, 1965.)
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TUESDAY, KAY 18, 1905

U.S. SENATE,
COM~irrrIE ON FiNANCE,

Wa8hington, D.C.
The committee met, pursuant to recess, at 10 a.m., in room 2221,

New Senate Office Buil ding, Senator Abraham Ribicoff presiding.
Present: Senator Ribicoff Douglns, and Williams.
Also present: Elizabeth B. Springer, chief clerk.
-Senator RinicopF. The meeting of the Committee on Finance will

be in order.
The first witness will be Mr. Hiram R. Hershey.
You may proceed, sir.

STATEMENT OF HIRAM R. HERSHEY, OLD ORDER AMISH
COMMITTEE

Air. IIPmlSiIEY. Statement for the Committee on Finance, U.S.
Senate, May 18, 1965. Hon. Chairman, honorable members of the
committee ladies, and gentlemen, this appeal is being made in behalf
of the Old Order Amish and related cliurch groups in reference to
H.R. 6675, section 819 subsection (h), to exempt those conscientiously
opposed to participation in social security in any form. [Reading:]

We, as a church body, deeply and sincerely appreciate your efforts 'to work
out a favorable solution to our request for exemption from the old-age and
survivors insurance. We prayerfully ask you to consider our plea on the
grounds that we have, for hundreds of years, provided for our needy. Our desire
to live up to our convictions as our forefathers did compels our plea.

As we feel our beliefs and faith are grounded on the rock, esus Christ,
against whom' the gates of hell shall not prevail "(New Testament; Matthew
16: 18), it iS 'our Christian duty to look unto God for our protection, To piarftci.
pate in the social security program'would, in our opinion, be laying up treasures
upon earth, contrary to our Lord's teachings (New Testament; Matthew
10: 19-34) and would not preserve God's blessing in our church.

During the past kveral years various meetings have been held among the
Old Order Amish regarding soclai security with most of the 19 States represented
in which our people live. F 'shops, ministers, and laymen were present each
time. At each meeting a praye, for our Government was offered to God because
we believe it our Christian duty to pray for those who have dominion over us.
In article XIII of our confession of faith, it states:

"We also believe and confess that God has instituted civil government, for the
punishment of the wicked and the protection 'of *the pious. And ilso, to pre-
serve its subjects in good order and under good regulations. Wherefore, we are
not permitted to despise, blaspheme; or resist the same, but are to acknowledge
it as a minister 'of God and be subject and obedient In all things that do not
militate against the law, will,. and commandments of God. We'are also to pay
It custom, tax, and tribute, thus, giving it what is its due, as Jesus Christ himself

" . .. . :" '995 '
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did. That we are also to pray for our government and Its welfare, so that we
may live under its protection, maintain ourselves, and 'lead a quiet and peace.
able life in all godliness and honesty.' And further, that the Lord would recom.
pense them (our rdlers) here and in eternity, for all the benefits, liberties,
and favors which we enjoy under their laudable administration" (Dortrecht
Confession of Apr. 21, 1032; Romans 13: 1-7; Titus 3: 1, 2; I Peter 2: 17;
Matthew 17: 27, 22: 21; I Timothy 2: 1, 2.).

We feel that under the rights established in the Constitution of the United
States of America, our plea to you Is only to preserve our liberties. In the
Preamble it is stated. "and secure the blessings of liberty to ourselves and our
posterity." It Is the grave danger of losing our posterity to the influence of the
world that causes our concern over having a part in the social security program.

Could we not as a church group be exempted from this program as we have
been exempted from participating in military service? We feel this exemption
has been a blessing to our country.

We feel obliged to the Government to pay all our due taxes, but the old-age
and survivors insurance Is not a tax. We have no licensed insurance. Liability
insurance is not tolerated In most Amish communities.

In conclusion, we again ask you to prayerfully consider our plea. We
firmly believe in the motto Inscribed on all our coins, "In God We Trust," and
to assure this trust for our posterity, we ask you to'grant us our request.

The preceding statement, is part of it resolution written at a meeting
held in Burtoni Ohio, on August 27, 1964. Sixty-two leaders of the
Old Order Amish signed the statement at, that time. Respectfully
submitted, Hiram R. Hershey, spokesman for the Old Order Amish,'
Rural Delivery 1, Harleysville, Pa.

I submit for the record a substantiating statement entitled: "Con-
stitutionality of optional exemption of members of a certain religious
faith from the social security self-employment tax or optional recovery
of the tax paid."

Senator RnicorF. Thank you very much, Mr. Hershey.
It will be placed in the record.
(The statement follows:)

THE GENERAL COUNSEL OF TUE TREASURY,
Washington, D.C., August 6, 1964.

CONSTITUTIONALITY OF OPTIONAL EXEMPTIOiq OF'MEMBER8 OF A CERTAIN RErioIOUlS
FAITH FROM THE SOCIAL SECURITY SELTEMPLOYED TAX OR OPTIONAL RECOVERY

OF THE TAX PAID

Legislation has been proposed in the present and the previous Congress to pro-
vide optional exemption from the social security self-employment tax for "a
member or adherent ofa recognized religious faith:whose established tenets or

,-teachings are such flat he cannot in good conscience without violating ils faith
accept the benefts'of Insurance," upon a jinding-by the Secretnor of. Health, Edu-
cation, and Welfare thpit his application for exemption was made in good faith
and .that the members of such religious faith nake adequate provision for
elderly members to prevent their becomingpubhic wards.1 Senators Clark and
Scott,, among the chief proponents of this, legislation, have explained that the
faith in question Is that of tgoso Amish Mennonites who are known as the plain
people or old order Amish who live In relative Independence and Isolation it
rural communities and adlhere strictly to many literal biblical injunctions, In-
cluding reliance on divine providence for their care. The consistency and sin-
cerlty of the sect is attested to by the refusal of most of their members to accept
social security benefits or pay the self-employment tax.

In the consideration of these bills In Congress the quelon was raised as to
whether the proposed exemption would be constitutional and the views of the
Treasury Department were rtuested. This opinion is in response to that re-
quest. Since then. additional legislative proposals, including an alternative
proposal of relief for the Amish in the, form of tax recovery In place of tax
exemption, have been discussed in a joint statement by the Treasury Depart-
ment and the Department of Health, Education, and Welfare, entitled "Request

S. 294, 88th Cong.: 11.R. 10606, 87th Cong., among others.
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of the Old Order Amish for Exemption From the Social Security Self-Enploy-
jueiit Tax," which was transmitted to Interested Members of Congress by a joint
letter dated July 20, 10O4. In connection with the earlier request, It is also ap-
lro)rlte to consider the constitutionality of these proposals, as well as the consti-
titionality of tile various limitations Included, or suggested for inclusion, III
the deflnitlon of the faith whose members or adherents would be eligible for
exemption. The joint statement referred to above 'revi'ewsthe religious tenets
and modes of life of these Amish an(!' provides an extended analysis of the
social security system and the I)ossible effteet of an exemption. I will not,
therefore, in this opinion cover any of this factual material. A copy of this
Joint statenient'is attached hereto.

CONCLUSION ON TAX EXEMPTION AND TAX RECOVERY

My conclusion, based upon a review of the principles of constitutional law,
is that there is no valid constitutional objection to the proposed exemption and
that the question of exemption is one of public policy for Congress to determine.
After discussion of the grounds for this conclusion I will review in the latter
1art of this opinion the constitutionality of various proposed additional limita-
tions upon the exemption.

This conclusion concerning tax exemption comprehends any provision by
Congress for tax recovery, since tax exemption is the most complete relief that
could be given. In the subsequent discussion, therefore, the constitutional con-
clusions with respect to tile requirements of uniformity, of the first amendment,
and of duo process should be read as also extending to a provision for tax
recovery.

Congress and the States have provided for the recovery of taxes in various
situations where for reasons of public policy the legislature has determined this
to be appropriate. I have found no constitutional challenge of these provisions.
For example, 26 U.S.C. 6420 provides for refund of the gasoline taxes pAid
for gasoline used for farming purposes. A similar provision in the Virginia
Code, section 58-715 (Supp. 19064), includes refunds for gasoline used for public
or nonsectarian school buses-20 U.S.C. 6418 provides for refund of the Federal
tax on sugar manufactured in the United States to those who use such sugar as
livestock feed or in the distillation of alcohol.

If members of the designated religious faith were permitted to choose to
recover in monthly Installments the amount, and only the amount, of the social
security taxes they have paid, they would be under a limitation which operated
to their disadvantage as compared with other social security taxlmyers to whom
an indefinite amount of social security recovery would be available in the form
of insurance. Consequently, it would seem that no other social security tax-
payer would be in a position to claim that the tax recovery allowed to the
Amish In any, way discriminated against him or added to his tax burden.

1. The reqnfrecnnt of un(formltfy.-TThe Constitution provides In article I,
section 8, clause 1: "The Congress shall'have power to lay end collect taxes,
duties, imposts, and excises, to pay the debts and provide f6r the common de-
fense and general welfare of the United States; but all,duties, Imposts, and eX-
eises4 shall be iihtfornik''throughout the UnIted State0.. * 6**.1 Tbts; canon, 6f 'tini-
fornity has been long established to be A req u~remiinit of geographical uniformity
only., Knowltrn Y. Mooro'(178 U.S. 41 (1000)) ;-Bt'ushhber v. U?1164t P.R.. ion.
(240 U.S. 1 (916) )'; Fcrnarndez v. Wm&her (320 V.S. 340 (1(45) ). Insofar ts
uniformity may be required as an element of reasonableness uider the d(me
process clause, the problenis are dealt with in" miydiscussion of the application
o f th a t c la u s e . , , . '

2. Tho first anmichnict.i--The proposed exemption, it allowed, would represent
a determination by Congress that an accommodation of the self-oiployment tax
law toPrpevent offense to religious scruples against InsjiraucePwoild not be con-
trary to public policy. The first Amendment provides thati"Congress shall make
no law respecting an establishment of religion, or prohibiting the free exercise
thereof * * *.. The question is whether an exemption from the social security
tax would be constitutional as an accommodation or mitigation 'of a general
requirement In order to permit the free exercise of a religion or whether it would
be an 'laid" to the iplcfled religion at the expense of other religions and there-
for6 be an uneonstitutional establishment of religion.

It tsmy conclusion.that the proposed exemption would in all probability be
held tober valid acco modaton of -the general lawto permit religious liberty
under the free exercise clause., The, subsidiary question whether the defintion
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of the persons exempted may be a reasonable classification under the due process
clause is discussed in a subsequent part of this opinion. I basb my conclusion on
the following decision of Federal and State courts, particularly the Supreme
Court, which interpret the first amendment to permit accommodations to re-
ligious beliefs. This discussion will be followed by an analysis of those cases
which hold that certain governmental action is a violation of the establishment
clause, in order to make clear that this exemption would not be an establishment
of religion.

The classic example of the application of the -free exercise clause is the series
of cases which have upheld congressional exemption of conscientious objectors
from military service. The validity of this exemption was first established by
the Selective Draft Law Case8 (245 U.S. 360 (1018)), upholding the exemption
In the draft law of members of religious sects "whose tenets prohibited the moral
right to engage in war." The Solicitor General had argued (p. 374) that this
exemption did not establish such religions but simply aided their free exercise.
The court considered that the congressional authority to provide such exemption
was so obvious that it need not argue the point (pp. 389-390).

The present Universal Itlltary Training and Service Act enacted June 24, 1948
(ch. 025, 02 Sat 604), as amended, In section 0(j) (50 U.S.C. app. 456(j)),
exempts from combatant training and service In the Armed Forces a person "who
by reason of religious training and belief, is conscientiously opposed to partici-
pation in war in any form." This exemption continues to be recognized as con-
stitutional under the free exercise clause. 0lark v. United lately (236 F. 2d 13
(9th CIr. 1956), cert. denied, 352 U.S. 882 (195()) ; United Statcs v. Jakobson,
(325 F. 2d 409 (2d Cir. 1903), cert. granted 32 L.W. 3385, May 5, 1964). Certio-
rari was granted in the Jakobson case and in two other conscientious objector
cases, apparently in order to reconcile the conflict between the second and ninth
circuits as to whether the statutory definition of "religious training and belief"
as being a "belief in a relation to a Supreme Being" may constitutionally be
applied to exclude a conscientious objector whose belief is based on humanistic
principles. This conflict is one essentially concerned with reasonable classifica-
tion of an exemption under the due process clause, discussed below. It does not
concern the constitutional right of Congress to exempt conscientious objectors
under the free exercise clause.

In the Jakobson case the second circuit faced the problem whether "making
exemption from military service turn on religious training and belief as stated
in section 6(j) aids religions, and more particularly religions based on a belief
in the existence of God" (p. 414) and thereby conflicts with the holding in
Torcaso V. Wztkin* (307 U.S. 488 (1961)). There it was determined that Mary-
land could not require an oath affirming a belief in God as a prerequisite to
becoming a notary public. The Jakobson court included that "the important
distinction seems to us' to be that, In contrast to Maryland's notary public oath,
Congress enacted this statute, in mitigation of what we assume to be the consti-
tutionally permissible course of denying exemptions to all objectors, for the very
purpose of protecting 'the free eaercise' of religion by those whose religious
beliefs were incompatible with military service which Congress had the right to
require" (pp. 414-415). [Emphasis supplied.]

An exemption identical with, that in the 1948 military training act was specifi-
cally included in section 83(a) of the Immigration iid Naturalization Act of
June 27, 1952 (oh. 477, 66 StAt..163, 258, 8 U.S.C. 1448(a)). This statutory ex-
en.ption followed the decision of the Supreme Court in Girouard v. United States
(828 U.S. 61 (1946)) ruling that the naturalization law need not be, and should
not be, interpreted to exclude an alien who would not promise to bear arms
because of religious scruples. Justice Douglas, for the majority, reaffirming
principles enunciated in earlier dissents by Justices Hughes and Holmes, Aitd,
"The struggle for religious liberty h s through the centurieS been an effort to
t ccommodate the demands of the State to the conscience of the individual" (p.

68 ).
The general exemption from taxation of religious groups, activities and prop-

erty is another example of the exercise by legislatures of the constitutional
authority to make exemptions to aid in the free exercise of religion, which con.
tinues to be upheld against contentions that the exemption operates to estab.

S United States v. Seeger (820 P. 2d 840 (2d Cir. 1064)) and the Jakobson caFe, com-
pared with Peter v. United States (824 F. 2d 178 19th bir. 1968)). 'The Peter ca1e
followed Rtoheverrtv. United 8 ates (820 F. 2d 878 (9th Cir. 1963)) on which certiorari
was denied. (876 U.S. 820 (1968)). The Influence of the second circuit against the defini-
tion is shown in MacMurray v. United States (330 F. 2d 928 (9th Cir. 1984)).
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lish the religious thus benefitted.8 Under this exemption a unique religious
doctrine may make an activity of one religious group exempt as having a reli-
gious purpose which would not be exempt when carried on by other groups not
holding to that doctrine.' The exemption from taxation of religious activities
and occupations is Incorporated into the Social Security Act itself which pro-
vides optional exemptions for ministers, Christian Science practitioners, em-
ployees of religious organizations and members of religious orders (20 U.S.C.
140'2 (c) and (e) and 3121(b) (8)).

A further Illustration of the principle that a legislature may accommodate
particular religious beliefs without violating the first amendment Is the case
of Zorach v. Clatla8on (343 U.S. 306 (1952). Here the Supreme Court held that
the New York Legislature did not violate the establishment clause by author-
izing public schools to release children 1 hour early every week for religious
Instruction off the school grounds. It said:

" * * When the State encourages religious instruction or cooperates with
religious authorities by adjusting the schedule of public events to sectarian
needs, it follows the best of our traditions. For It then respects the religious
nature of our people and accommodates the public service to their spiritual
needs" (pp. 313-314).

(rho distinction between Zorach and McCollum v. Board of Education (333
U.S. 203 (1948)), well illustrates the distinction between the 2 first amendment
clauses for In MoCollum the released time plan was held unconstitutional as
an establishment of religion as classrooms and the force of the school were used
In that plan.

The most important case, for our purposes, is the recent Supreme Court de-
cision in Sherbert v. Verner (374 U.S. 308 (1903)). In this case the Court
required South Carolina to accommodate the requirements of Its unemploy-
ment compensation law to the religious scruples of an adherent of a particular
sect, the Seventh-Day Adventists. In three separate opinions the members of
the Court balanced the demands of the free exercise clause against the pro-
hibitions of the establishment clause. The opinion and the concurring opinion
determined that the denial of unemployment benefits to a person unavailable
for suitable work on Saturdy because, being an Adventist she could not for
religious beliefs work on Saturday, was a restriction on the free exercise of her
religion and, therefore, unconstitutional. The dissenting opinion contended
that the accommodation of Adventists was a question of policy for the legisla-
ture and that while the legislature could constltutlonally exempt the Adventist
from the requirements for eligibiity placed upon all other persons the legisla-
ture was not required to d so. Consequently, the full court apparently would
agree that Congress could constitutionally make an exemption from the general
requirements of taxation and compulsory insurance of persons who because of
religious scruples are unwilling to accept social security Insurance. It is solely
the constitutional ability of Congress to make this exemption to which this
opinion is addressed.

The reasoning in the lherbert case needs to be examined as it bears upon the
power of Congress in this area. The principle of accommodation of a general
law to a particular religious scruple Is the same in this situation as In Sherbert
though the facts differ In that In the Sherbert case the accommodation was for
the purpose of enabling the Adventist to receive welfare benefits and in the
Amish situation the accommodation would be for the purpose of exempting the
Amish from benefits as well as from taxation for these benefits.

First, the court says that while "the consequences of such a disqualification
to religious principles and practices may be 'only an Indirect result of welfare
legislation" and that no criminal sanctions compel work on Saturday, the In-
direct discrimination Is nevertheless a burden on the free exercise of the Ad-
ventist's religion. It requires her to abandon her religious precept or forego a
welfare benefit generally available (pp. 403, 404). In th6 social security situ-
ation the employment tax is supported by civil and criminal sanctions of as-
sessed penalties and fine, imprisonment, and forfeiture, so that the justification
for congressional relief is even clearer.

S Swalloto V. United Slatea (825 V. 2d 07 (10th Cir. 1068)) * general Finance Corporation
v. Archetto ((R,I. 1961) 176 A. 2d 78) apeal dismissed (866 U.S. 428 (1962); Felf6wship
of Humanity v. 0ount v of Alameda (815 P. 2d 894 (Cal. ust Ct. App. 1957)), Lundeberg
v. County of Alameda (298 P. 2d 1 (Cal. 1950)), appeal dismissed, aub norm., Ilelsey v.
County of Alameda (852 U.S. 021 (1950)).

' Golden Rule Ohurch Astoclatlon (41.C. 719 6(1984), (Nonae,. May 10, 1964)).
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Secondly, the court-points out that while the State may not discriminate In.
vidiously between religions the accommodation required to l)e allowed to the
Adventist would not be discrimiiatory but rather would remove a discrimina-
tion based upon her religion, since the law does not disqualify persons who do
not work on Sundays (at 406). An exemption for those sects .which cannot in
good conscience accept the insuriAnce for which they are taxed would not be
an Invidious discrimination against other religions which have no such scruple
and whose members are therefore able to accept the Insurance for which they
are taXed.

Thirdly, the court points out that the administrative problems concerned
and the possibility, of spurious claims do not justify a restriction on' the free
exercise of religion (at 407).

Then the court concludes (at 409) that'its holding does 'not foster the "estab-
lishment" of the Seventh-Day Adveiltist religion in South Carolha 'for the
extension of unebdploym)Mnt benefit- to Adventists is notlike the involvement
of religions With'Secular in4tittions which the establishment 'clause is de-
signed to forestAll as shoin' InIts decision announced the same day -SchoolDIs-
triet of Abigt&,t ToieWnship v.Soheornpp'(374 US.: 203: (June 17 1063)). :.In
fact the Sherbert ruling reversed the State court ruling that 'allowance for the
religious obligation of the Adventist would be an unconstitutional discrimina-
tion in her favor. See "l~hrbc't v. Verier (240 S.C. 280, 125 S..' 2d 737, 746(190.2)).i " '' '

In the Schempp and Its an1dm iion' case, Murray v. 0urlett, decided with:the
same optiilin, the court found that'the States were establishing religion in their
public schools by requiring Bible reading and the recitation of prayers therein.
These decisions are' developruihts of the prior 'term'sf opinion ifi Engel v. Vi-
tale (37Q U.S.'421 (102)), 'h'1ding tfrkt the'requirement of recitation in the
public schools of a State-huthored pray&, was a 'violation of the 'estAblishimint
clause Whih prohibits Oovernmient from placig its "power, p ftlge iyid
financial stuplort * * behind a parittcilft religious belief" (p:'431). In 'the
Sohcmpp case the dCoirt developN the idea that Government must. remain "neu-
tral", a term'derived from the'5 to'4 decision ln Evers6 v. 'Board of Education
(330 U.S. 1 (194) ).. In 'its ontqxt In' he Several Establishment cases this
term means an inabiliy of'the State to 1Id Its powers to require religious 'ob.
servances 6rto use publiclfunds' for ih6 supP6it of religious institutions. None
of th0 hldigs applies the establishment clause to'forbId the6 granting of an
exemption fom Governmneat coercion Of a secular action to aconm'odat6 reli-
gious scruples under the free exercise clause. 'The latter clause is predicated,
says the Sohempp court, on' Government' oe'relon Which impinges on 'religious
Practice '(874'U'S. i 223). The distinction .between these t*o historic: lines
of decisions has permitted the Sohempp'case to be"decided consistently with the
Sherbert case o4 the same day. . t ro

In sum, then, an exemption removes a handlcpe to the free exercise of 'arle-
ular religoi'plahed-upon it by force of Goqrnment; it is 'not a requirement by
the Government that the particular religion be practiced or observed' or sup-
ported by nonadherents,.

The meaning of the Sherbert cases made unmistakable in its application by
the court in the recent case, In'Re Jenson (37.' U.S. 14 (i963). Here the~court
"in thO. light of Sherbert V. Verner" vacated the Judgment of the Minnesota
Supreme Court n 'Re Jenison (26 Minn. 9; 120 N.W. 2d 515 '(1963) )'. Thie
Minnesota court had held a Person selected for'jury duty In contempt of courtt
by refusing to serve' oi" the Jury because of a 'rellgilois belief based upon the
biblical injunction against jlndgIng other 'pergons, . The Mlnnesota' court had
reasoned that' jury dilty' belug'A primary duty' of all Mtizens, was superior to 4
relildois belief deened'by the court 'contrary to public order, citing ReynOtds
v. United States (98 U.S. 145"(1878))' which held that Congress could'prohlbic
polygamy as avolati6qof'th6 soclql order. ' '

Since the Supreme Coulrt ha'niow held that' Government must accommodate
even the highest duties of citizens to sincere religious scruples, it is probable
that it would hld" that C06igress may accommodate the religious seiuple against
insurance by allowing for such a scruple an optional exemption, or a lesser
form of relief, from social security taxation and benefits.

.3. The due proeses clause.. Under the due process Clause of the fffli 'amend-
nient tax statutes must provide reasonable classifications of the subjects taxed
or regulated and reasonable exemptions, if exemptions are provided. Btit, as
has been firmly established by the Supreme Court, particularly in cases up-
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holding the various exemptions provided in' the Social Security Act and State
unemployment compensation acts (Carmichael v. Southern Coal Go., 301,' U.S.
495 (1937) ; Steward Machin Company v. Davis, 301 U.S. 543 (1937) ';Hehtrerzg
v. Davi8, 301 U.S. 619 (1937)), the outer .bouids of what Is a- reasonable tax or
exemption classification allow a wider play of legislative judgment tan' many
other areas of the law where the "reasonable" standard is applied. In these
cases the Court assured legislitures that they hAd the Widest powers of selection
and classification in taxing some at one rate, others at another and exempting
others altogether, where distinctions were based upon "considerations of policy
and practical convenience."

Claims of discriminatory treatment under social seurity continue to be
rejected as-not "patently arbitrary," Flemming v. Nestor (303 US. 013, 611
(1900)). Recently, Smart v. United Mtates (222 F. Supp. 65 (S.D.N.Y. 11)3)).
upheld a higher tax on (American) employees of the United Natlonr, as the
means employed bore a substantial and logical relation to the objective;, and
Leeson v. Celebrezze (225 F. Supp. 527 (E.D.N.Y. 1963)), accepted differences
in dependency determination for children of a, deceased, mother from that' for
children of a deceased father, based on family sUpiort experience. See also
Cape Shore Fish Go. v. United States (330 P. 2d 91)1 (Ct. Cl. 1004) ), 'afid Abniwy
v. Campbell (206 F. 2d 836 (5th Cir. 1953)), on fishing vessel employment dif-
ferences andon domestic service differences respectively.

The requirement that exemptions have a reasonable basis applies as well t6
exemptions based upon religious scruples provided by Congress In conformtty
with the first amendment. In a nontax, area this requirement los been recently
reviewed inthe second circuit decisions, pending review in the Supreme Court,
on the reasonableness of the Selective Service definitioii of religious trailing
and belief as being confined to belief in a Supreme Being. United gtatcs v.
Jakobson (325 F. 2d 406' (2d"Cir. 1963)) and United States v. Seeger (326 F. 2d
846 (2d Cir. 1964)) ; 'certiorari granted in both cases (32 L.W. 8385, May 5,
1964). In these cases 'the court determined that an exemption from bearing
arms based on religiouA belief was a constittitional accommodation of religion,
but that a restriction -of the definition of religion to a Supreme Being was too
narrow in view of its conclusion that a conscience sincerely compelled to refrain
from bearing arms because of a "mystical force of 'Godness' or a "compulsion
to follow the paths'of 'goodness' might be, religious in nature. (Seeger, p. 863).
In other words, at least in the second circuit the exemption on the grounds,.of
religious objection must reach all who have sincere objections which could :be
interpreted as religious in nature., .

In the so-ial security situation, hqpwover, a classification may be as limited as
circumstances require, as indicated fn the Simart and othel, cases, supti;

In fact the Social Security Act and its amendments have characteristically
carved out exemptions which are as narrow as required by the sociological facts,
including differences among vocations and religious attitudes. Thus, for ex-
ample, lawyers are covered by the self-employment tax ; ministers, including
Christian Science practitioners, are optionally covered; but doctbrs and persons
who have taken the vow of poverty as a member of a religious order are qom-
pletely exempted (26 U.S.C. 1402 (c) and (e),. and 42,U.S.O. 411(c) (4) and
(5)). When the self mployment tax was passed in 1950 the act excluded the
performance of service by a minister of a church or a member of a religious
order or by a Christian Science practitioner in the exercise of their callings, in
order to avoid impairment of religious liberty (Senate Financp Committee
hearings on H.R. 6000, 819t Cong.,, Jan. 17, 1950, pt. 1, pp. l and 3). ., The exemp-
tion was made optional in the 1954 amendment of the gct for these classes
of persons except the mendicant orders, These exemptions have nQt been
challenged.

The -reason for the present proposal to exempt members of re jgious ,sects,
as such, is solely that they have a, religious objection to receiving Insurance.
Accordingly,' a classification of such sects for exemption purposes, with appro-
priate safeguards, would reach all those whom Congress would have a reason-
able ground to exempt and would, therefore, not be arbitrary nor violative of
due process.

This conclusion is the basis of the opinion of the staff of the Joint Committee
on 'Internal Revenue Taxation and that of'the 'Americaii Law Division of the
Library of Congress provided to Senator Clark under dates of Novembei 9, 1962.
and September 19, 1902, respectively. These opinions conclude that the proposed
exemption would be constitutional as it would apply to all those who fall within
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the classification and, that the classification is reasonable (vol. 10, Congressional
Record,, pp. 463, *4,4 (1963)). A copy of 'these opinions as reproduced in the
Congirss6nal Record is attached.

Since, tbelrefore, Congress may exempt those members of a religious faith who
have scruples agalhst receiving insurance, the next question is what practical
safeguards Congress may designate to assure that only those who come Within
the policy of the exemption obtain the exemption, without imposing arbitrary
limitations.

LIMITATIONS ON THE EXCEPTION

The joint statement by the Treasury Department and tLe Department of
Health,, Education, and Welfare reviewing the problems created by the proposed
exemption for the Amish contains In section 8 suggested additional limitations
upon the exemption, These limitations are proposed as possible means to pro.
tect the social security system from an unintended extension of exemptions from
cniipuleory insurance which would weaken and dilute it. The extensions of the
exemption might ,occur, according to this joint statement, either through the for.
motion of additional faiths claiming opposition to acceptance of benefits as one
of their tenets or through the redefinition by various existing separatist groups
of their tienets to include such opposition.

I shall consider each of these proposed additional limitations, designated "a"
through Ie", to determine whether the limitation may be considered by the
courts to be a reasonable classification and Consistent with the due, process
clause. I shall also suggest a limitation, designated "f", which was not among
those proposed but which may be found to limit the exemption reasonably and
realistically to the groups which Congress intends to accommodate by this
exemption.

(a) An eaplioit limitation ot the exemption to *ha Old Order Amilsh
This limitation would probably be considered arbitrary since the designation

of one Sect to the exclusion of other sects having the same scruple would be Incon,
slstent with the congressional policy- of removing the Government coercion of
belief which constitutes the denial, of the free exercise of religion. It would also
probably constitute an invalid preference of one, particular faith over those
which were similly situated, The facts presented to Congress indicate that
there may be certain other sects of the Amish and possibly other religious groups
wh6have the same religious scruple which is now being, coerced, Wurthermore,
the exemption of a single named group will be held to be arbitrary = unless the
relation to the public good Is clearly demonstrable.
(b) LIm't 1,tion to members ol a sect, edchidinj adi'erenMs o?) arc it meibers
(0) Limitation to members of sects who "take care of, their own"

These limitations are'being considered together; since at least some of the bills
before Oogress provide: that a n* essary condition of exemption s a: finding
by the Secretary of Hetilth, Educatioti, and Welfare that the sect makes provision
for its elderly "Imember-s." This c60hdtion would probably be considered a nec-
essary and proper 'public polley considerationn and, therefore, a reasonable con.
dition 'upon which to base eligibility for exemption', The'purpose of Congress
In thi legislation would be' tirassuire, the fulfillment of-the welfare purpose of
social security While relaxing that feature of social security which impinges og
the free exercise of religion. Moreover, since individuals can seldom guarantee
their own future against deprivation and need, it would be reasonable for Con.
gress to provide that to qualify for an exemption a pers6b mu't be a member
of a: sect which shares the religious commitment, both With respect to -refusing
State insurance and providing for' that sect'a welfare.' Cnsequently, since the
sect aspect Is essential, it would seem reasonable to limit the qualification 'for
exemptton" to persons who are members of, a qualifying sect. As said by Justices
Black and Douglas in Board Of Education v, Barnett (319 U.S. O4, 648 (1943):
"N6 well-ordered society can leave to the Individuals an absolute right to make
final decisions, uiassailable by the State, as to everything they will or will
not do."

sEllere Woolen a6. v. Gitsum 84 N.I. 1, 148 Atl. 511 (1929) ;Baltimore v. Starr Meth.
oditt Protestant Church, 100 Md. 281, 67 Atl. 261 (1907). Ct. United States v. Depart-
Ment of Revenue of Illinois, 191 F. Supp. 728 (N.D. Ill. 1901) Invalidating a retail tax on
sales to the Federal but not to the State gove rnment.

*Willia v. Mayor and oity Oounoil of Baltimore, 289 U.S. 88 (1933)..
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(4) Limitation to scots which require members to follow the occupation o farm-

wig a a matter of religious ptunople
This limitation, as phrased, would not be appropriate on the basis df the fats

given in 'the Joilnt statement. It is there stated that "most Old Order Anish
comnunities permit members to make their living as gelf-employed carpenters
or masons" (p. 9). The possibility of limiting the exemption to sects whch are
established in farming communities for religious reasons Is suggested and
discussed, below.
(e) Limitation to religious groups wtohich were established before 1985

Any limitation which designates a cutoff date would generally be less reason-
able than one which on its' face shows some, relationship to the public purpose
of the statute. For example, a reLquirement that the , sect shall have demon-
strated 0ver a period, of years its ability to take care of its own members would
probably be more acceptable as a classiflcatiou., The text of certain of the legis-
lative proposals already contain th! principle in that they refer to the sect to
be exempted as one Which Is establisheded" I would see no reason why the
extent or the test of establishment might not be speciflwlay. spelled out. There
is some authority that a "classification which draws a line In favor of existing
businesses as against those later entering the field will be upheld it any reason-
able and substantial basis can be found to Justify the classification," (DelMar
Canning Co. v. Payne, 2P9 Cal. 24 380, 175 P. 24 218, 232"(1040) ).' The circoiu-
stances justifying such a'discrimination must provide substantial reason (May-
flower Farms v. Ten Byok, 297 U.S. 266 (1930)). It is probable that the unusual
situation of*the Amish with respect to social security would be considered a
substantial reason for a limitation of the classification to established sects.

(f) Lftnitatio,. to sect tabliskea in farming conmunities for relgiou8s reasons
The faith, the members of which are to be exempted, might be, described not

only as one whose established tenets would be violated by the "acceptance' of
insurance, and one which prdvldes for elderly and dependent members, but as one
fhich for religious' reasonisis established in farming'communities. These limita-

tions might be reasonable if Congress found after sufficient Inquiry that they were
necessary. tq assure that the exemption would be confined to sects Which were
reglgiously motivated and responsible, and to sure that the welfare purpose of
social security would be. fulfilled. Congress %night. reasonably find 'thaib the
restriction of the exemption to those sects establish4d' i:farwing communities
would be Justified oi theoground that such a sect could b ibiore certainly 'relied
upon to identify and provide for Its dependent and elderly members than those
In the mobile and transient urban e~ ronmqnt C0nversly, ,the Jlintitton iuld
have the 'ffet ,of'excludihg sects which subsequently organize for th6 pjipo 6f
exemption from' social security, a'sit is unlikely that these-would O eauld estab-
lish themselves in'farming communities for religious or other reasons. The Ur-
itation 'would exclude other pesent seporatist groups whose principles mitght,but do' ot specifltcally, inclwle refusal of social ".u y benefits..egislttion
which distingulfhes farming SituatiOxi from other because of sociological and
econoicte differences has taken many forms and has been aCcepted by the courts.
(8e, 'e.g., Tiftaer v. Texa'a, 810 U.S. 141 (1940), rehearing denied, 810 U.W, 50(1040).) 0. DADEW E .

General counsel.

Senator Rmcorr. Mr. . .t..Me.L.a....

ft A'I'MENT OF"GEORfGE '  oLAIN, " CHAIRMAN, NATIONAL AND
CALIPRNIA. LEAGUE O0TPMNIR 0ITIZEN8

Mr. MoL~ur. SenRtir Ribiooff,: my iane 9is George Mcfttin, wIth'headq'uai+ers at I01 Soith Grand AVnue, toe Anees, c1if., -

Fdr the pas 25 year I have represented th elderly, th6 'ibii4d! Aiid
the .physically disabled. primarily th0oeoqnl bjxc asistane bdth
b&dore tnh national as .'well '%9 the .Calfoiniittsthte Le'islatures. I
am heretiW'd y mpresnting our meinb 1 lW pp tyIef for the purpose

47-140---"-pt. 2-41



of endorsing H.R. 667, otherwise known as the Social SecUrity
Amendments of 1965, and to urge furtlier ameindfieiits.

Congress is engaged in appropriating and spending many millions
of dollars' toward solving the great problem of poverty that affect
/0 maniy of the American people of all ages. Because of my maiy
yedrs df experience With recipients of social security as well as public
assistance, I know the hard core of poverty can be solved by Congress
through our social security system. I wish to make some recommend.
tions for amendments to H.R. 6675 which we believe to be not only
most timely, but far reaching in their beneficial effect.

Funds for the contributory section of the Social Security Act can
be raised by an increase in the tax base as advocated by the Advisory
Council on Social Security; and increases in the noncontributory
section, from the general fund.

We urge an across-the-board increase in social security payments
of.$7 a month, hiking the minimum payment from the present. $40
to $47 as approved by the Senate last year.

While H.R. 6675 provides a $35 a month social security payment
to men and women 72 years of age and over who have worked a total
of 9 months under coverage, it will mean little to the majority of these
people as they have long ago lost their social security cards or have
forgotten their social security number, even the names and the placm
they worked under covered employment. Many of these people are
recipients of 'public assistance, and this will present a considerabld
problem toie States in seeking to qualify them for this coverage
offered by Congress. Itwould afford considerable monetary relief
to the States, as well as administrative savings in time and effort, if
your committee would offer this coverage to men and women 72 ye"r
of age and over, procf of age being the only requirement.

It is. most gratifyitigto note H.R. 6677 provides that social security
payments be made available to widows at age 60 years. It can.banticipated that the great majority applying for thes payment wit
be in desperate need. Surely Congress in its wisdom and compassion,
can see the necessity of augmenting this meager income by lowering
the age widows can app y for public assistance to age 60.,

It is'extremely doubt 'l that any of our 50 States have similar laveson what constitutes a needy person, and this person's qualifications,
to receive public assistance. Congress should act now to bring about
more uniformity by authorizing the Department of Health, Eduat06h
and Welfare'to establish a floor under what constitutes a needy per-
son; that the present 5 year residence requirement established by
Congress be scaled downward during the nest few year to 1 .yer,

Because of the mounting cost of dual administration by the State,
towns, and counties (California's State and 58 county duplication of
administration has mounted to over $82 million a year for administra-
tive costs alone), the time has come for Con grss to insist upon an
efficient single State administration by amending H.R. 6676 to 'lproyide
for th establishment or resignation of a single tate, agecy t6 anin.,istertheplan,". ,1, , • , ',
H.R 6675 thol ughtfully provides that the Sta tes may disreg0a , so

much of the OASDI benit increase (including the childre) in school
after 18 modification) ,is attributable .to its retroactive effective
date. My experience with the State's habit of pocketing in' their
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general treasury increases voted by Congress for public assistance (70
percent of California's adult caseload are also recipients of OASDI
benefits) compels me to earnestly request that this provision be mademandatory instead of permissive by inserting "shall'y instad'of Ilmay..
This small amount, estimated by me at an average of $35"per recipient,
would mean a real windfall to them.

The public assistance, increase put in last year's bill through the ef.
forts of an esteemed member of your committee, Senator Russell Long,
would have been effective October 1964. These needy people cannot
understand why they are being penalized in H.R: 6675 by having this
small payment delayed to January 1966. We hopefully pr y that
the Senate will make this increase effective for the needy in October1965.

It is becoming extremely difficult to obtain additional much-needed
increases in public assistance in the high peI. capital income States.
We regret to note that H.R. 6075, while providing for a greater share
of Federal matching of funds, continues to penalize those-
States whose per capita Income Is above the national average, shall receive
correspondingly lower percentage but not less than 50 percent.

We recommend these States also be permitted to receive 55 percent
Federal matching, and we believe the time has come when the un-
realistic ceiling imposed 'ipon Federal matching be eliminated entirely.
Certainly these 30 years the Social Security Act has been iij effect has
proven that the States will not be overly generous to their needy o-i
public assistance. Yet this ceiling penalizes the States who desire to
be considerate of their poor.

It is noted that H.R. 6675 contains a number of provisions to bring
about a little more uniformity among States. Unfortunately, these
new provisions ar limited to the medical assistainie program. We
urgently request that the same provisions be provided tnroUg the
money payments. For instance, the requirementthat-
States may not include In their plans provisions for requiring contributions from
relatives other than a spouse or the parent of a min or child, or children over 21
who are blind or permanently or totally disabled.

And that the--
States may not impose a lien against the property of any individual prior to'his
death on account of (medical) assistance payments, except pursuant to a court
Judgment concerning incorrect payments, and prohibits adjustment or recovery
for amounts correctly paid except from the estate of an aged person after his
death, and that of his surviving spouse * ** Such an adjustment or recovery
would be made only at a time when thereis no surviving child who is under
the age of 21 or who is blind or permanently and totally disabled,.

There are a number of long sought provisions contained in* H. 6675
which, unfortunately are hnite to the medical assistance program
and should be extended to that section dealing with the money pay-
ments for those on public assistance. H.R. 66Th provides for jdicial
review of the denial of approval by the Secretary of Health1 Educa.
tion, and Welfare of State public assistance plan, and of his action
under such programs or noncompliance with State plan conditionS ii
the Federal law.,

I view this provision with a great deal of alarm, )as the district
attorneys of California's 58 counties have sought such a, provision for
many years in their attempts to block, in the courts, humane public

1005



1006 SOoIL SECURITY

et istance amendments adopted from time to time by Congyess and the
State legislature. I am afraid that this provision will bring about
much delay and, deprive the needy of congressional benefits. I can
recall sitting in the audience several years ago when a representative
Qf the Californi. County Supervisors Association urged the adoption
of a similar judicial review provion and was severely reprimanded
by the late Senator Robert Kerr of Oklahoma, who was acting as chair.
man pro tern of this committee. I trust you gentlemen will reconsider
this provision.

It has been found where a recipient of old-age assstance with a
wife too young to qualify and unable to got, relief of any kind is penal.
ized because they both share one household and hi aid is reduced. If
he left his wife and lived alone his full amount of aid would be re.
stored. In order to corect such a situation, which I have found to be
quite common, I wish to recommend the following:

Assistance furnished to an individual under this title is to assist him in meet.
Ing his individual needs, and Is not for the benefit of any other person; and quth
assistance sball not be regarded as income of any person other than such
individual,

In 1935 Congress recognized the wisdom of providing for money
instead of vendor payments in the public assistance section. However,
now that Congress has provided housing for the elderly, it has been
found that the owners of such housing are reluctant to rent to those
on public assistance because of the undependenoy of their income. The
California League of Senior Citizens is the sponsor of one of the largest
quality, lov-rent housing for the elderly plrjects in Fresno, Calif. -We
cater to the.low income group, especially those on public assistance.
Unfortunately, we have found some of these people failing to pay their
rent, even though it was allowed them by the welfare department. In
our 3 year of operation the village has lost $2 600 on nonpayment of
rent by public assstanc recipiens. This isd iffioult for a nonprofit
corporation to absorb, and represents a considerable loss. In order
to avert future losses and encourage similar nonprofit owners to take
in public assistance • recipients, we recommend the following amend-
ment to H.R. 6675:

To the extent provided by the State agency, direct rent payments to the land-
lord or landlok'ds involved on behalf of individuals who are otherwise eligible
for assistance under the State plan approved under this title, if the dwelling
accommodation with , respect, to which such rent payments are applicable (or
the structure in which such accommodations is located) was purchased, con-
structed, or rehabilitated, or i otherwise being financed, by means of a loan,
mortgage insurance, guarantee, or other form of assistance by an agency of the
Federal Government which is still outstanding at the time such payments hre
made; and any such payments shall be considered money payments made to such
individuals.

I trust the recommendations I have made from my 25 years of
experience with those on the receiving end of social security and
public assistance will reeive consideration from fhe members of this
committee, and I wish to thank you for giving me this opportunity
to express my views, *1

Senator RIBcoo'r. Thank you very much, Mr. McLain,
Mr. Arthur J. Packard.
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STATEMENT OF ARTHUR 3. PACKARD, PRESIDENT, PACKARD
HOTEL CO., tJHAIRMAN, GOVERNMENTAL AFFAIRS COMMITTEE,
AMERICAN HOTEL & MOTEL ASSOCIATION

Mr. PACKAnRD. 0od morning, Senator.
For the record I am Arthur J. Packard, president of the Packard

Hotel Co., with head' arters in Mount Vernon, Ohio. I am olairman
of the Governmental AffairS Committee'of'the American Tlotel &
Motel Association'. I nm also president of a chin of small!hotels
and mot".s in OhiO.

We appreciate tho 0p))ortunity to dislcsus with this committee swc-
don 313 of II.R. 6675. This section in tho bill has created nation-
wide concerji in the innkeeping business.Weo have nevor ohete ., to6 paying our slhar of tile social security
tax on payroll. Time point, is, however, that, tips received -directly
by an employee are not 1id should not be considered payr611 for tax
purposos. . .Nei in t llheory nor in practice can we, justify an arrangement

between two separate parties who have nothing to do with an em-
ployer's payroll, but which imposes a Fe'dera tax on an entirely
nparate'lrty, namely, the em loyor. I I , .

n our opini, tips are a hy rid or in the twillrht souro of tncoma
and should be considered as being closest., to sef-emnployment earn-
ings. We must also rgco ize that tips cannot be considered purely
a wage because afr alIl employer does not-exactly determine tle
actual amount that the employee received.

We must, object toa proposed law' whlelll'wouhl requii'e an employer
to accept all employee's statement as'to the amount of tips he re-
Cpive(l. This 'is tantamount to asking an eilloyer to incur a re-
sponsihility which hocannotbudget and'topa, taxes on-a bs, of
which ho has no auerirate lnowledge and.over which he lua no control,.
The employer cannot rely on a tip declaration given himnn I nimotnth
to aid hii for the purposes of tax in the next Inontil.

A hotWl-n.otol emi)oyro' lias no inore knowledge of what his em-
ploye6 receives in' total tip ficoime than you 0I know as to how
much a minister Of the gospel gets in "gratities" over a year s period;
than a shoeshine boy reeves "in tips" in a day; than a barher re-
ceives "in gratuities' in a week's time; '6r that a taxicab driver re-
ceives "in tips" in" a period of an hour. 'It just doeufit seem right
under these circumstances to I'lace an employer in a position of accept-
ing a statement of tips received from an employee and at the same
tine require.le employer to accept such ,a declaration as.gospel.
Actually, tho'employer lias no way of kno\,iiig whether or not tie
employees a ort is authentic.

inaLr the oermq of H.R. 6675 a 'hotel employer ori manager m .y beult in the untenable position 0of Miink a- thy. rotairn' wliich~eontains in-
formation Which )o knows to b incorect and.which is in effect inmple-
menting a fraud.i orptrtatid n the' ooveniment by an' employee.

For example, in most lioteis there are o.asions when the manage-
ment has exact'inf6rinatio-n as to Certain tips being r ceived by' the
employees. It has become a commori practice for patrons having
charge aoqunts at l oteq fto indicate on the food or beverage.check the
amount of atip to:bo advanced tothe eihplfyet by th hel. VW i~ii
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this is done ,by individual' troitsi the employer'.is' nob'-equlrfld to
withhold iiome tax or)Social securityy 9n:the amount of suei tips.
Hoi weer the a=iagement this" 4ws that the employee --, repeiving
at least this amount 6fdtp'i iUne. The mi.nplo.er Miguht knbiw that
a particular employee received, exactly $42 in tips duringg a sploefi6
month .undqr this system. Atthe end of the month the employee
declares' that his tip ncme for reporting puirp-oW was nly ° 80
and oider this bill, the hotel employers or manager has no' cho'
but to accept the emploYee1. i ieort and base.the, employers soia
secu ty atnd ihicome tax vithholini returns upon tli report ath6igh
he knows that the employee is defrauding the Government to tiat
extent,'

Another' similar situation ar'ises where a banquet is eld by an oigg*
nizatin which arranges with the hotel to add 15 percent to' the bill,Which is then distrbute. to' the empl'oyes as great ities. (inder the
present Treasury regulation, the hotel s r( uired to withhold incoino
tax a&)d social security on such tips. To this extent theh otel lnuwo
exactly how much each employee received in tips. If the amount sub
eqiuenfly reported for the month under the provisions of H.R, 0675

is"less than the amount so distributed, the hotel is in a. quandary.
It has already withlield income tax and social security on tlese 'tps
but under the Present bill it is required to withhold only tohe amountreported hi~~hmightbesubstant.ally less.

If the provisions of the.bill supersede the present witllholding re.
quirements; the. hotel moay again become a party to a fraudulent rel0ort
by the employee. These two examples illustrate the impossibility
of writing a law and imposing a tax based upon a voluntary state-
meit by an employee to an employer. f the

Regardless of the consequence, even if th employee is convictedof a willful Oatud 'on the U.S. Government and the manager is held
immune from prosecution we in all honesty do'not think stuch a
requirement in the law is lair to the-reputatfon'Of a hotel employer
or mtinager, to his family, or to ihs stading in the commi.ity.

The language in 'se(it.ion 313 of the bill actually 'does VWAidee to
c6rrimonsefite. ' Ther li no' 64estion that tips are clearly "income',
t6t tax purposes. ' They are a' gratuity, h oeveir, paid by' a patefn,not b!' an employer. The language of the bill'is unjust anid unfir
When tAtates'on page 222 that-
such tips shall be deemed to be paid to the employee by the employer and shall
6e deemed to be so pald at the time a written statement including such tips i
furnished to the employer.

Can an assumpti country to fact be made the.basisof a to.k
The bill will 'require that separate records be maintained for eash

tip employee, even thosewho are maintained on a temporary basis
such as extra waiters. These extras or "casual Iemployees are often-
times here tWdiy and goie tomorrow. It appears fromwthQ bill that if
extra waiters ar enpged in s given month and the total tips that they
receive while Working ,for several employers exceed $26in " ah case
the waiters would have t furnish eadir employer with, a decaratjon
9f tips for that month. Just think of the records un'omiloy emu4
keep. ITHe mest keep a'daly record Of ever place he wof'ks, and when
drii'ng a given month has has reeived $Q i n tixs, he must, mae a
report of such, tip, t the employernvolved. We, frankly, do nt
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know 4OW, the ,social secuity -tax -would be. worked, out. fo an otra•yaitr workingng for seveya). empoyer ,1Arii amonitl..,itX rtii.l

yould be, mproper s~ma, asthi OMl~n -0u pom,O,
seurity tax on an employer (dsliked by an employee) for tips ernedduring the; course of any employment by anoth--and yet, ,this is

entire p.ii , retea
The aumerous.casual or extra employees In: our indutry create a

For example, two or more employers y,"e a, ay tesocial seern tax on t_ , present base of $4,800.o r oi undere te'
f the ,bill f~r h ae employee. the Each emplyor would s alW 4edt

that'employe's tax from lu wages. The employees' howyover, throughJiis incoilie tax returnpro a excess tht has been dedviod
from his wages, over and beyond tke ceilingo$4800 now, $5,(0Q i
tho proposed& law. NOt so for the'unforttnate emplyer, Th'4"re is
i o, recoe ry, pr~visois for any employerr., E one 49't6 tw or
more, ployors will be forced to pay, a. tax up to tIe $5,66)ceilin g on
that one employee-...

Whether a waiter is a permanent or extra employee, it is likely that
in many cases the witliholding tax on tips would exceed the: amount
of cash wages due. The untenable'nature of the employer's position
is apparent . The, em 0yee would receive a tax- recepit instead of a
cash wage. The detriment to e employer-employee elation-is clear
n itverY .fa, You ecan imine what wll happen when an em-

ployee who obtains substintiul come from .tips finds -out that. he isno longer entitled to his regular rwag for a certain payroll 'period
because his share of the social security, tax plus withholding has
reduced it toD zero.-

The problem will be evemore difficult if tho employee does no have
iulciont Wgs or, other funds madia vailabloto the ,Omployor to cover'his taonliis dW4 ,l . Takh' hthe oinlyee.whhas little or no
Drgul # wages butrelies solely on il?& As he fles, one or,0 .or
monthly wMetitstatemen i pt e m,.con e,-.as he could po. iundher
the ,bill, .t fails other by design or Wi eit to pro.wdo sU¢ientfund, to cover _withholdfi'g or the eecial eurity ax, the employer is
place idn in awkward and extremelY diffiult pstio..,

We firmly , believe that section 81, if. enaOtd, will create tremendous4iscord in empoYe-Gmployer nations,. .
Our conteotiou that an employer willbe faced with paying at.

at the whim and fancy of an employees finds support in the fat that
a young worker or a female contnpi early marriage and retire-
,inent from ihol0,ior force will be Inclined to export ittle. Ifany tip
incomer: Howevor, thos employees approaching ytremeont will. 1
inlined to. deolae 8imbstrintifd tip income, so,4S t' obtain maxi um
benefits underthe social security .ystei..

Moreover, an-employee .who,.i one month has suffe d a serious
illness in his family or has addqd d pension his I~ouselold,, or a btd
day at the races, could very eniiuy declare a nimum tip income., The

next month with reduced household, expenditures or 9, gQo&day at
the races hQ pol, double or triple ,the amount of tip, icome to his
employer.
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We dislike both the social security tax and withholding provisions,
However, 6oven if the Withholding provision were deleted, we would
still not e sui'1 of the employers iability to withhold taxes on tip
income. The reason for this is that section 3403 of the Internal
Revenue Code specifically makes the employer liable for withholding
taxes on wages. Under this section, if an employee requires an ac-
counting from an employee for tips, these may become wages for all
purposes and th em ployer is required to wit ol on them or face
liablity forpayment himself '

'Que: 1 tlie ',Withhlfldihg. pivl§ion in- setioui 313 is delbtd,
would the language of'that section: still indirectly require the with-
holding of income taxes based on tipped incomeI We are convinced that if a tax on tips is to be imposed for social
secilrity purposes, the most practicalbeneficial, and least complicated
wtay'of handling the matter is tWdo 'rsider'such tips as true self-employ.
meit rceome. This would avoid 'disputes between employer and
employees, avoid disputes between unions, 'and put the employees
on their own to pay taxes and to receive benefitsbased on the taxes
that they' pay..
' There would be no difficulty 'inthe computation of tax. The em-

ployer would piy his share of the social security tax on the employee's
reg ular wages. Annually the'employee would declare, his tips as
self-embloymeit income.' The employee'S tax' on self-employment
income for social security purposes would only applyt the extent that
regular wages did not reach the 'required dollar bas per year.

Testimony before the House Committee on Ways and Means indi-
cates that the 'majo1 objection to considering tip income as self-
employment income is "dilution" of the system. As one of the Govern-
ment witnesses testified, however, the"reason Congres originally
adopted 'the self-employment approach is that the ago of retirement isgenerally later fo& the solf-empl6yed. Congress felt that the delay in
i'etirement would partially or 'totally offset the fact that the self-
employed annually contribute one-qUarter less to the system than the
combined "employer-efitployee contribution. This reasoning-ig par-
ticularly applicable to the situation as its exists in the lodging industry,
for perhaps in no oth6r industry ar there a greater'number of em-
ployeds working beyond th6 normal retirement age. The reason for
this is that employees in the innkeeping industry have pride in their
position as "server of the public" and more often than not, as a matter
of choice, work well into their latter years.

We flrnly believe that the amount of tip income that an employee
receives from a third party should be a matter between him and his
Government. 'Nothing can be gained and only discord and confusion
can follow by attemptih gto make an employer a "middleman" between
a hostile tip employee an hi Government.

Senator- WILLTAMS. Thank you Mr. Packard. You have raised
some excellent points here which f am sure will be considered by the
committee.

Mr. PACKARD. Thank you, Senator Williams.
Senator Wmnirs. The next witness is Mr. Leslie Scott, represent-

ing the National Restaurant Association.
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STATEMENT OF LESLIE W. SCOTT, DIRECTOR, GOVERNMENT
AFFAIRS COMMITTEE, NATIONAL RESTAURANT ASSOCIATION

Mr. ScoTr. Thank you, Mr. Chairman.
My name is Leslie Scott, I am president of Fred Harvey, Inc., a

corporation with headquarters in Chicago, and I am appearig this
morning for the National Restaurant Association of which I am a
director and a member and past chairman of the Government affairs
committee. I am also representing the American Motor Hotel
Association, a trade association affiliated with the National Restaurant
Association. Mr. S. Cooper Dawson, Jr., a past president and chair-
man of the government affairs committee of the American Motor
Hotel .Association will file a statement for inclusion in the record.
I am accompanied here this morning by Mr. J. W. Putsch, of Kansas
City, the chairman of our government affairs committee, and by our
Washington counsel, Roar Adm. Ira H. Num,,
The National Restaurant Association is the trade association of the

food service industry. Through direct membership and affiliation
with 135 State and local restaurant associations, it represents over
100,000 restaurants in the United States. - .
• I am, as I have stated, now associated with the restaurant industry

as prwident of Fred Harvey Inc. Prior to that, I served for 10 years
as a member of the facult ol Michiga n State University as director of
the School of Hotel and restaurant Management as assistant dean of
the College of Business and as director of continuing education. I am
also a member of the committee on Ethics of the National Collegiate
Athletic Association. , t.
- The National Restaurant Association and the restaurant industry

are not opposed to having tips count for social security purposes. On
the contrary, we think that tips should count for all purposes;' for
social security, for income tax and as a credit against wage require-
ments should the Fair Labor Standards Act be extended to cover our
industry. a ... . ilpa o t t i

Tips constitute a very substantialpart of the totIlincome of many
of thoamployees of our industry. t would be unfair and unreason.,
able to fail to recognize this. It would be equally unfair and unreason-
able, however, to give recognition to tip income by treating tips as

pare not really wages. The employerpr9vides the surroundings

and. circumstances from which tips result, but he in no way partioi-
pates in, the tip transaction. He cannot, control the amount of the tip.
Actually, he is. powerless to prevent tipping. Tips ar unjque. They
are at best a hybrid form of income but most nearly like self-employ-
ment income, The tip employee is in'effect a concessionaire, He is
paid wages by his employer for doing his work.:. He receives tips from
customers for doing his work well , age , tips should . . cou

The National Restaurant Association agrees that tps sould'count
for Social security. We hope to show that the only reasonable, practi-
cal, and equitable way to provide social security benefits and protection
is to treat tip income .0 "other" ' inwme-the self-emplpyment

Section 313 of It.R. 6675 'requires employes who receive tips toreport to their employers in ,writing, at rgilar intervals the total
amount of their actual tip income for the period covered. We would
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exp ect these reports to b& required on a weekly basis. The enpl0 .e
would havo "t -withhold the Federal Inc6nie, and social security taxes
due, on the tip income from the wages of the employee. He would
have to accept cash payments from his employees to cover these taxes
if wages wer6 insufficient todo so, but he could not Withhold the tax
on tips from any tips which might come into the employer's posses-
sion. Also; the employer wou dl ave to match the social security tax
contribution of his employee.

Seetion'318 treats tips entirely as wages. We think this is not the
proper approach. Trathg ti psprely as-wages Would create many
problems and cause many hardships to restaurant emPloers.

Emhploye es will resent: having toreport thdir.ip. to theiremployers.
Most wai terS and waitresses will not discuss their tips with.anyone.
Tips are never discitssed or' disclosed. The employee fees that the
tips he iweives arise from; his personal relationship with his~cus-
tomer, To the waiter, that makes them his business and not that of hia
employer.

Mahy tipped employees feel that their employer has an adverse:and
hostile interest in their tip'income. They feel that if they disclose
their tips to the employer he would attempt to lower wages.:

This fear of lower wages will in marny cases result in the Govern-
ment's''eceiving less income tax from tipped employees. Many em-
ployees will be luctant to report truthfully for fear of having the
d ouIle penalty of high taxes anl lower wages.

Another mnrale problem would come from the fact' that certainn
stAtions hi most restaurants for one reason or another are better tip
areas than others. The employees who have good tip stations'now do
not Veal their'tips, but.should tips be reported to employers, the
enmployer will face the problem posed by employees vying ,for the
elhi Cspots."Therestaurant industry is completely dependent 'upon high'morale
did th- contitinud good will of it people. The waiter or waitress is
the sales person of our industry. If they are required to report;.thelrtips to'us, morale will 'suffer. Since our industry depends on con-
tinued g0od will for its success, business, too, will suffer if section' 813

Most, tip employee. W0 tld notleb a s0gnificant, drop in takehome pay
if section 813 is enacted into law. For most, it will mean about double
the amount of taxes now with held. A person with weekly wages aid
tips of $40 each now' has $5.35 withheld.' Hi weekly withholdings
would go't$12.98 next year if tax on tips is enacted, and withholdings
on tips is done. weekly. This is'more than double the amoitpt now
withheld.: -, This'does not consider State income tAix, uniondues check'
off,- insurance or other customAry deductions such as' payoll 'savihg
for purchase of-U.S. Government bonds, and proflt-shriring',lans.'

And, even more importantly and dirnmatlcallv, relitions will suffer
becauii6'in' the not! at all unusual case, the employee wIll'get no pay:
check'it hll, but a tax recehiinstead.5

A waitress could work 48 hours a week- At $0.75 'al hour hind receive
$5 & day.in tips. Thi is-a low figure, but if she Were to" W ay''her
months income and secal security taxes out of one paycheck, she
W6iild be left with but $15.44 for her' othor deductiois and' herself
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However, if her tips averaged $10'per day she would get a Federal
tax bill of $7.50 instead of a paycheck.

Even if the taxes were withheld weekly, there would be difficul.ties.
Consider the case of a wvaiter with basic hourly wages of $0.87 461.
ceiving $4 an hour in tips and receiving $1.25 per day in meals while
at work. He would have a wage due atthe end of the week of $34.80
but his Federal tax, bill alone would be $33.25. Thus, his paycheck
next year even without other deductions could be no more than $1.55.
As the social security tax rate goes up, even this small amount Would
be absorbed by the Federal taxes due.

The paycheck suffers so heavy a blow because section 318 makes tips
the measure for withholding without the tip fund being available for
withholding. Everything must come out of th a check., ,

Now,- on pay day, the employee doesnot think of all he has made
in tips. He realizes only that his paycheck has been drastically cut,
He feels he has worked for next to nothing. Thus, morale suffers
further.

The result of the lowered paycheck would be that employees would
expect and demand that employers make up the difference, and soon,
in effect, employers would be paying all of the tax.

Even without pressure for higher wages, section 313 would be very
expensive to an Industry with an already poor profit picture.

The tremnendous bookkeeping burdens that would be imposed would
be very expensive from the standpoint of time and personnel. Extra
clerical personnel would have to be hired. The fluctuating nature of
tip income would make it impossible for most large operators to con-
tinue the use of automated payroll systems. The provision of section
313 Permitting estimates of tip income would not materially help be-
cause, adjustments would have to be made to tips actually reported,
Also, we do not know enough about tips accurately to estimate their
amount for any given quarters.

The tax burden itself is considerable. Using now, figures from the
Censuf.Bureau, the annual estimated total sales in restaurants where
tips are customarily received is $11.6 billion. Estimating tips at 16
percent of sales, and using 5-percent payments by the employer the
annuaL additional cost to the restaurant industry would be $88.4
million.

Now, using figures from the Internal Revenue Service, we And an
annual estimateO, profit of $676.1 million in establishments in which
tips are customarily received., Thus enactment of section 313 would
wipe out 1.1 'percent of the profit in Iood service establishments where
there is tipp oee

This loss otprofit would occur before we estimate the increased
costs and' burdens of bookkeeping, recordkeeping,- and the additional
personnel or overtime required todo the job.

Unlike all other costs of doing business, the employer would have
absolutely no control over the tremendous costs imposed upon, him by
section 813." Enactment of section 313 Would for the first time in-
troduce into, our law the requirement that an employer withhold and
paybised on funds (tips) 'over which he has neither custody, posses-
sion, .nor control, and of which he does not even have knowledge
of the amount.
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, Employers would be entirely at the mercy of their employees as
to the amount of tips reported. Theywould have no right to question
the accuracy iof the tip reports..' Employees could report low when
yonng :or .when..not interested in social security or -the payment ot
taxes. They could report higl when approaching retiremqnt rn an
effort, to increase ultimate benefit payments. There would be no
guarantee Of accurate tip reporting., Bearim mindthat many waiteri8
and. waitresses are young persons--students inmany eases-and young-
Idarrd&women who regard-their work, as temporary and do not ex
pe t to build up social security equities, exdept as spouses.

Many! resturateurs -when explalning the provisions of section 318,
to thbir employees have found these employees 4fiite concerned about
it. Many tip employees have written their Senators and Congress
mean to urge the elimination of the tips provision from, the mediare
bill;

Even within the ilnionmrhks there has not:been uniformityof'sup'.
port for the treatment of tips as wages for social security and'inconm
tax purposeS.'

,At the 34th General Convention of:thoHotel knd Resbaurant Em
ployees and Bartender International Union hold iv Chicago April
22-' 496, the convention consi dered a Resolution 'N&. 60 which was
submitted by local No. '17 of Los Angeles.. .In this resolution, 'the
members of Waitrs Union Local No. 't'of Los Ang"Te 'exp sd/

rvecohoern -with 'a proposal Surp rted 4 me . ffili~es o hP :vm-ofth
Tnternatibnal U1nin to' instite legislation which would: require
tipped: employees to report their, gfratuities to their employers. The
pitr-oge ofthis proposal wasstated to be -the provision of a basis for
obtainingt.' maximum social sweaty covdrttge. The resolution '6!j
pressed sympathy with' theoobjeofiv6 of the-proposal, but-rsIv §d
imong other hii'gc, to.'Apleal to "the eoiventlon't0 oppose and rejedt
any resolution advocating the, declaration "of Ogratuities to employers.

SResolution: No. 60, was adopted :Withcertain-amendments :not per-
tineht here, and Resolition' NO..66, which ould'urg- ;"ambbdrhientof
tho "goial seeuritty law so a Sto inohide gratuities in in o6me'ieported
for socil 'security taxation' Wnd benefits. according to t' foimula that
can be adat't"o tbecnditions in etch' State" W- totdtd l t he
same convention.

During deba on Resolution No. 60, MisTackie Walsh o )ooal No.
48 'in'"San Fraf iio a watres lol sUo1ted ;Resoluti No. 69' anid
o6"sed thW1;eportflAg of ips to employers for a number of reasonss,
Anid'ho M'Id:

r certainly, wish that'there were'a, way to, b vp the lawomended,the. .ocial
Security law-whIch would, grant the rlgt to,,emploe s to bl.i gr tuteS ,0n-
sldered as any other inome bther than wagesii at the on4 of tWe Wydkr t-f-t a
self-employed person or someone Wh6 has a ontihl: buisinest is allowed; td6 d nd•
they then could IncludeIn, their social security benefits the tax'paYmentI alt. *ed
with the greater right than for the greater social security benefit,..

,Thus, em.Mloy6s and .union leaders of the restaurant industry 'are
not solidly 'behind section 313. This bill would not 'apply ,to, restau-
rants on!,v, however. It would affect bellmen;'b~irbers'boeutiiiins,
pa'king 'lot -attendants. doormen, redcaps, rnd! many -others-i inapiy
industries. ' Even the Congress has tip employees in thbarbershbpa
and perhaps elsewhere. Many members of these other tip groups and
their employees oppose section 313.
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with his basic wage. Now the court reporter is allowed to sell tran.
scripts to the public and this is like the waiter who.receives tips front
his Customers. 'The court reporter makes his own returns on fts
income from the sale of transcri pt and pays such taxes as may be
due if lie Were self-emploed. The waiter should' do likewise in the
cas o tip income. Indeed he does so now in the case o0f income taxes.

,Treating tips as self-employment income would not be epensive tb
writers and waitresses. The annual cost of this approach to awaiter
working 40 hours per week and averaging $1per h6ir in tip s would

$45.24. This is-less than $1 er Wee, For this ho would be relieved
• reporting to hi emI'ployer and his social security benefits would be
identical with what he would receive under section 313.
! Tips are not wages. Tip income is another kind of income..' Ti
are really like dividends on stock or rentals from leases of property
or interest on a savings account. It was proposed t ith Cong in
1962'that dividends, rentals, and interest be withheld upon for income
tax purposes. This was rejected by the Congress in the Revenue Act
of 1962 because such other income was not reasonably related to wages
or the employment relationship and because the scheme was unwieldy
and unworkable. The same is true of the proposals of section 813.

We believe that tip income is such other income as to be self-employ-
ment income and should be so recognized and treated for social se-
curity and Fedcal income tax purposes. We submit that the self.
employment aPproach provides the only reasonable, practical, and
equitable solution; fair to the employer and employee alike' t0 th6
problem of basing social security benefits on tip income. If tie com-
ittee does not agree to this formula and approach to the problem,
we urge that section 318 be eliminated from the bill a, unworkable
and. unduly burdensome upon employer and employee alike.

'There are solutions for this problem under existitig law. This being
true, it would be a great pity to deprive a great industry of 13 per-
cent of its profit when the law now provides adequate remedies.

Thank you, Mr. Chairman.
Senator Rrnroon. Thank you very much, Mr. Scott.
Miss Julia Algase.

STATEMENT OF JIULIA ALGASE, LEGISLATIVE COUNSEL, REPRE-
SENTING NEW YORK HOTEL & MOTEL TRADES COUNCIL , AnI-
010;,'ACCOMPANIED BY ER SARNI.ZCA ERTR~ DiNt'~
ROOM EMPLOYES UNION, LOCAL I
MAN, SOCIAL SECURE. TY AND) TIP COMMITTEE% ]KOT3JJ TRADES
COUNCIL; AND FRED FERRARA, PRZIDNT, L00AL 1:,) INING
ROOM EMPLOYEES

Miss AWAsE. Myname -is Julia Algase; I aziitheleglslative cun-
sel and assistant to Mr. Jay' Rubin, the president of the iNew York
Hotel & Motel Trades Council which was 3ust referred to in the date-
ment preceding mine.'The council represents 85,000 hotl and more1workers ii N York
City -under collective bargaining agreement with the Hiitl Associ4-
tion -of theity of New York'.- .

1016



1017SOqIAL sEUrr

Present with me tody is Mr. Vangel Kamaras a vice president of
local 6, one of-our constituent ouons,,and chairman of tleSocial[
Security and Tip Committee of the Hotel Trades Council, as well as

other representative who are a la carte Waiters in the New York City
hotels representinth large number. of tip workers that we repreen

among the 30,000. Thetip employees we represent are waiters, wait-
resses, bellmen, bag en and doormen.,

I would like to aMdin addition, Senator Ribicoff if I may,,that on
my right is. Mr. Sarni Zucc the secretary of the mining Room Em-
ployees Union, Local 1 inNew York Cih.

On my left is -Mr. Fred Ferrara, who is the president of Local 11
of Dining Room Workers.

Yesterday I was present when. Mr. Cyrus Anderson for the Hotel &
Restaurant Employees International Union presented in advance the
answers to the arguments that he anticipated from both the hotel asso-
ciation, the American Hotel Association, and the Restaurant Associa-
tion .a ..: " " " . . .' " " ' ' . .," d

We come here toask you~to.ain intact section .313 of H.R. 6675,

the section which defines tips and wages atd provides a reporting
method for that'purpose. As you have, heard this proposal has been
opposed by the American Hotel Assotiation and by the Restaurant
Association. We are told as excuse for oppose tion elher thatthe pro-
gram will be difficult to administer or that the employees involved do
not want the coverage.

For instance, you :were told this morning that Miss.fackie Walsh of
California local said way back ii. 1957 t-iat she wished there were
a way'of covering it. Our- employer opposition has apparently h 6to
go back that far in order to fifid an expression of employee opposition
which I think isa rather weak 'ppro** to a very serious matter.._

Now, the hotel association, an d s far as I know,, I confine myself
to the hotel association and by, that I, mean. the American Hotel Asso-
ciation has conducted viorous campaign directed to the em ployees

involvedi a campaign Whic in effect says, "You don't want this cover-
age. Tell your representative that you don't want it."

And we offer here as part of the record an example of the literature.
It is veiled and co.nfusing. In essence it leaves the employee with

this thought: "If tips coverage is legislated, you will have to pay i -
come taxes to the Governmont which you may be getting away with
f lW. 1. . the," '. " ', ''' '

I heard the representative of the employer.say something.to the
effect a few minutes ago that whenever we discussed this w th the
employees or whenever we explaiawtothqm what'it is they are against
the tips coverage., If this tihe idnd of explanation it is not difficult
to see.why there is employot mail which maybe in opposition.

I willreadyou sn example of it.
-Taxlon tips poses eome real problebns for employees-

T"h don't say it im pse taxes on 'employers as they have been
telling you.
,very few know all Its burdens. .. There are very severe penalties for violations.

We doi't think many employees would want it if they knew al about .t:

Then they #oon to explain the reportig me, lod end the reference
you see here is to section 205 of the o1d bill 'but tili it is intact in this
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.bill- the reference -is the same. What they say is that "You certainly
have an interest in'this matter. You rnay want to oppose the section.
YOU might want td write to your Congressmen. We suggest-that y6n
contact your Congressmen now."

rTo me it is quite clear that the employers don't want it, and that
their time, mahy of those profits they may have been having must have
been spent in persuading the employee that'he doesn't want it.

Employer oppossition 'is actually based regardless of the excuse onthe fact that this coverage is going to cost them more money in social
security taxes, and they would like to'keep that amount down as low
as possible, and this was borne out by the figures that were presented
to you by the Restaurant Association.

Accordingly, we hear such statements as, "We are quite in sympathy
but. we think that this is a self-employment matter."
" Tip workers arenot self-employed. They are employees, and, there-
fore, must be treated as such in all areas, including social security.

Imagine the implications behind the self-employment, Senator Ribi-
coff. I see three, no unemployment insurance which all tip workers
have. No workmen's compensation which all tip workers have. No
,union organizations which A large number of tip workers have. : These
are only some of the implications' of'the idea of self-employment for
tipped workers.,
'Now, a solf-employed man sets up a little business somewhere. He

doesn't go into a place where lie has to sign a contract, where he has
to :obey the rules of the establishment. Where he -has to wear their
uniform, where they must agree'to certain safety rules for them, where
th0y have to pay unemployment insurance taxes, and have the right
to hire and fire. So, thatthis is--I don't quite know how to describe
it, itis a drowning man clutching at a'straw to think of this in terms
of self-employment.

• Now, not all hotel employers have the backward views on this prob-
lem that the opposition would'indicate our own experience in New
York City is an example of far-sighted thinking on the part of the
New York City Hotel Association, which does feel a responsibility in
this area.

Upon the presentation by our union in collective bargaining nego-
tiations of the problem of social security coverage in tfis tipped area,
both sides reached an agreement recognizing that tips are part of
wages, and that tipped workers covered by our collective .barguiin
agreement are deemed to earn at least $70 a week in cash wages ang
tips,: and since this section of our contract was quoted a few minutes
ago by the'representative of the restaurant association it muSt have
occurred to you, Senator, wNhy were banquet waiters excluded ?* The
banquet waiters were -excluded because 'they are 'covered. They are
covered under the regulations of the' Social Security Administiation.
So we haven't had any problem of asking for tips covered of banquet
waiters. Accordingly ti employers 'involved deducted he employee's
'share for social security and for withholding, and contributed their
own share for social security.Our agreement has been recognized by the Social Security Admin-
istration, tnd the I Internal Revenue Department, as of June 1, 1903,
the effective dteof the agreement.
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Tipped workers covered by our collective bargaining agreement
have a certain amount of tip coverage under social security. We are
offerOng a copy of the approval for your record.

I think that the restaurant association offered this absolutely lead-
ing type of agreement as a substitute for legislation. This happens
tobe one of the most unique things that has ever happened but it is
not a substitute for legislation. It isn't the first time, that a labor
union has led the way toward a revision of social problems which will
then be followed by legislation, which will cover the entire country and
give to the unorganized the benefit of what the union has been able
to do by collective bar ining.

There are people a I over the country'here who are not organized,
unfortunately, and who do need this help, not only here, but in the
minimum wage area as well.

Now, the correction of a long-standing inequity is at hand in section
313 of this bill.

Well, since the restaurant association went as far back as 1957, we
will take the privilege of going 'back to 1948, and say that the cover-
age of tips for social security-

Senator Rmicolr. I assume most of these things you are talking.
about are not in your prepared statementI

Miss ALGASR. Yes.
Senator RmicoFF. Fine, you seem to be wandering around.
Miss ALGASE. No, I interpolate every now and then, Senator.
Senator RmIcOFF. Just that time is running out.
Miss ALOASE. I am reading now the rest of what is in-
Senator Rmicorr. I mean you can interpolate, it is perfectly all

right. I thought you would make your written statement part of the
record as read and you can interpolate accordingly.

Miss AASE. I would be perfectly happy in the interest of time to
skip the balance of page 3 of my statement which refers to ,Snator
Lehman's interest in this behalf and some'of his quotes particularly
in relation to the question of employment of tipped workers, be-
cause he said, "These people are required to include moneys received in
this way in their income tax returns. I can think of no reason why
they should not be entitled to have these moneys accounted for social.
security."

Now, 9 years later the situation is still uncorrected. The tipped
worker presently maintaining a reasonably good standard of living
on the 'basis of wages and tips is reduced at the time of old age to the
lowest rung of the social security ladder, and we offer for your record
an analysis of the difference in these benefits which is based on our owa.
experience.
I have a copy of that for the record.
Senator RmIcoFF. That will be placed in the record with your pre,

pared statement qt the end of your testimony.
Miss AAS,. ,,. Yes.
From this it appears that social security benefits without tips inclu

sion would be $78 a month whereas if it were based on only $70 a week,
the benefits would be $116. But this is for our section of, the com-
munity which has the benefit of a contract as I have pointed out.

The correction of the abuses in your hands and we, 85,000 of us, and
more believ' thAt you will correct it by approving section 313. May.

47-140--65--pt. 2--82
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we add that Local 471 of the Hotel & Restaurants Employees Inter-
national Union covering the Albany, Schenectady, and Troy area have
asked us to include their support with ours.

Senator, I have an additional section which is not related to tips
but to the hospital portion of the bill. With respect to the hospital
portion of the bill we support amendment No, 79 which would include
vital hospital services customarily rendered as such but which are
presently excluded as the bill stands.

We have a pension, insurance, and medical care program set up by
our collective bargaining agreement, and I will subinit a copy of the
-various services.4

(The material referred to follows:)
HEALTH SERVICES FOR EMPLOYEES OF THE HOTEL INDUSTRY COVERED BY TE.

INDUSTRYWIDE CouoTIvE BAnoA~irNo AaREEMENT

PENSIONERS

(A) At the Health Center (50th Strieet and 10th Avenue) pensol6ners will be
siven:

(1) Ambulatory care; (2) hospital care by health center physicians provided
pensioner carries hospital insurance (usuallyBlue Cross).

(B) At FMO's (family medical offices) If living in covered zM1is:
,(1) Ambulatory care; (2) hospitAl care by FMO physicians Provided pensioner

'carries hospital Insurance; (3) home care.
.(C) Pensioners living In FMO covered zones should be treated at the respec-

tive FMO. They may, however, elect to be treated at the health center. They
-cannot shuttle from one to the other or be treated at both.

(D) These services are r ot extended to spouses or dependents of pensioners.

SUFFOLK AND NASSAU COUNTY. RESIDENTS

A HIP program covers eligible members and families living in these areas.

WESTOHESTER, NEW JERSEY, STATEN ISLAND RESIDENTS

On April 1, 194 a .tee-for-service" plan became effective for eligible members
and families. This plan provides partial reimbursement for office, home, and
hospital care by MD's of the patient's own choice, according to a schedule of
fees set by the Union Family Medical Fund.

QUEENS RESIDENTS

All eligible members and family dependents living In Queens are serviced by
the Queens Family Medical Office at 91-31 Queens Boulevard, Telephone TW-

-1R00XLYN RESIDENTS

An agreement has been signed with the B-oklyn Hoopital, at Ashland Place
and DeKalb Avenue. A family medical office similar to the, other FMO's now
In operation will be opened early in 1966. Meantime, the member- himself or
herself will continue to get medical care at the healkh center,. ( th Street and
10th Avenue) and'a temporary surgical and obstetrical progtm I Aprovlded for
spouses and family dependents.

BHONX RESIDENTS

All eligible members and family d pendents living in the lBrofixare serviced by
the Family Medical Office at 860 East 193d Street, telephone W--2300.

MAIHRAAN RESIDENTS .

(a) All eligible members and family dependents living li'j6stal zones 21, 22,
26, 27, 28, 20, 85, and 37 are serviced by the Family Medical Office at 21 East 100th
Street, telepbone EN-9--2211. :. * ! -... ..
tb) All eligible nlemberp and family dependents ltvlnV in postal zon, 1 through
throughh 14, 16 thr0Ugh6 19, 96, and 38 (the Area on the Vast and *Vest Sides
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below Central Park) are serviced by the Family medical Office at 84 Fifth Avenue,
telephone YU-9-300.

(o) For families living in postal zones 23, 24, and 25 (the West .Side area
from 59th Street up to about 116th Street) service for spouses and dependent
children only, but not the member, is provided at the South Manhattan Family
Medical Office at 84 Fifth Avenue, telephone YU-9-6300. The member himself
or herself is still to use the health center at 50th Street and 10th Avenue, tele-
phone JU-6-1550.

TEMPORARY SURGICAL AND OBsTMrOAL PROGRAM

This program, which provides reimbursement for surgical and obstetrical
benefits only, is still in operation. ' It Is applicable to dependents of eligible mem-
bers who are not included in any ofthe plans described above. Reimbursement
Is made according to a set schedule of fees.

HEALTH CENTER

Members, but not family dependents, who are not Included in any of the above
described programs, will continue to be covered by the health center at 50th
Street and 10th Avenue, telephone JU-48-1150.

rF THE EMPLOYEE GES 81K ON THE JOB

Emergency medical care for those who become ill on the Job is being centralized
at the health center, 50th Street and 10th Avenue.

Regardless of wherethe employee lives, he should proceed as follows If taken
ill at work and In need of a doctor:

At night and on weekends and holidays when the health center Is closed, call
its number JU-8-1150, and a doctor will be sent,

During the day when the health center Is open go directly to Its emergency
clinic if able to travel. If too sick to travel, call JU-6-1150.

Miss ALOASE'. We provide ambulatory medical care for the elderly
pensioned workers in our industry, who 'are also receiving social
security benefits and who would be covered by the proposed bill.

We provide medical care and hospital care for these aged if they
can keep up their Blue Cross payments. Part of this hospitalization
has traditionally included diagnostic, X-ray and laboratory tests,
electrocardiograms, basal metabolism readings, and other customary
hospital services.

The proposed exclusion i a dilution of the concept of hospital care
and I will not read the resot of my statement on this.

We need notgo into the broad impact which the exclusions would
have on hospital practice in general and on hospital-physician relation-
ships. The inherent dangers are evident in the critical statements of
Sen ators8-and S6fittort ihb166ff in your owhI answer to questions that
we raised on this point,

But we do wish to state that we have a direct and specific interest
in the integrity of a hospital system whkh includes the specialist
services.

Ourunion, as I have stated, prides free and comprehensive medi-
cal care both to the',worker and the workers' family through a chain
of medical offices which,are attached to and are virtually an integral
part of niajor N .w York'Ci, yo.pi '6al_,; , -

In short; a blow at hospitals, and that's what the exclusions are, is
a blow at our program and the people it serves. We ask for approval
of amendment 79 and I ask and'apologiioifor going over my tine.

SenatorRnidco". Thank you very mulh, Mlss Algase.
.(The f11 prepared statements and attachments follow:)



STATEMENT OF JULIA ALoASF1 NEW YORK HOTEL AND MOTEL TRADES OOUcIL, ix
SUPPORT OF $XWTION $O I.R. 6675 AND IN SUPPORT br AMENDMENT 79 V
INCLUDE VITAL' HOSPITAL SERVICE PkESENTLY RXOLVDWED

My name is Julia Algase. I am legislative counsel and assistant to Jay Rubi;
the president of the New York Hotel & Motel Trades CoUncil which represents
35,000 hotel and motel workers in New York 'ity under collective bargaining
agreement with the Hotel Association of the City of New York.

Present with',ne today is Vangel Kamaras, a vice president of local 0, one of
our constituent uions, and chairman of the Social Security end Tip Committee
of the Hotel Trades council, as well as other representatives of the large number
of tip workers that we represent among the 35,000. The tip employees w#
represent are waiters, waitresses, bellmen,' bggagemen, and doormen. i. We come here to ask you to retain Intact section 3!3 of IM. 0075, thi
section which defines tips as wages and provides a reporting method for that
purpose.

This proposal has been opposed by' the American Hotel Association. We are
told, as excuse for opposition, either that the program will be difficult to ad.
,ulnister or that the employees Involved'do not want the coverage. Employers
have conducted a vigorous campaign, directed to the employees involved-a
campaign which in effect says--"You don't want this coverage. Tell your repre.
sentative that you don't want it." We offer an example of the literature for
your record. It is veiled and confusing. In essence it leaves the employee with
this thought: "If tips coverage is legislated, you will have to pay Income taxes.
to the Government which you may be getting aWay With iow."

-Employer Opposition is actually based, regardlesS of the 'excuse, on the faet
that this coverage is going to cost them more nioney in social security taxed,
and they would like to'keep that amouvit down as low as possible. Accordingly,
we hear such statements as, "We are qlite1 in sympathy but we think that thisfal
a self-employment matter." Tip workers are not self-employed. They are
employees and therefore must be treated as such in all areas, Including social
security. Since tip earnings are related, directly to employment end flow out
of that employment and an income tax Is due on those tips, tip earnings must be-
included for social security purposes.I ...

Not all hotel employers have the backward view on this problem tht t'he-
opposition would indicate. .Our own experience In New York City is an example
of -farsighted thinking on the part of a hotel association-the New York City
Hotel Association-which does feel a rQsponsibility in this area. Upon the pres-
entation by our union, In collective bargaining negotiations of the problem of
social security coverage in this tip area, both sides reached an agreement, recog-
nizing that tips are part of wages and that tip workers covered by our collective,
bptrgaining agreement are deemed to earn at least $70'a week in cash wages
and tips. Accordingly, the employers involved deducted. the employee's share
for social security and contributed their own share. Our agreement baa been
recognized by the Social Security Adminlstratl0ianid th6 Internal Rfevenue De-
partment as of June 1, 1963, the effeettivo dato.of the agreement., Tip Workers
covered by our collective bargaining agreement have it certain amount of tip,
coverage under social security. [We are offering a copy of the approval for your-
record.

The correction of a long-standing Inequity, Is at hand in section 8 In this
bill. As far back as 1948 the coverage of tips for social security purposes was
recommended in the report of the Advisory Council on Social Security., In 1950,
8 years later, Senator Herbert Lehman offered an amendment to the Sociat
securityy Amendments of 106 on the Senate floor. These were hie words: %

"There are thousands of people In th6IUnited States who receive puart of their-
wages in the form of tips--taxicab drivers,: waiters and waitresses, barber,bellhops, and others. These people are entitled to the same degree 'ofsoa!
M'eurity coverage as the rest of our cltizen. They should not be penalized simply-
because part of their earnings are not Paid to them directly by their employers.
These people are required to Include moneys received in this waY Inn theInrain -e
'tax returns. I can think of no reason why they should not be entitled to hove.

these moneys accounted for social sec rity.,
Now, A years later. the station Is 01til ncorrectqd and a tip worker presently-

maintaining a reasonably good sitndIng of living oi tho baids of wages and tips
Is reduced at the time of Old age to the lowest rung of the social security ladder.
We offer for your record an analysis of the difference in 'these benefits which is
based on our own experience. From this it appears that social security benefits
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without tips inclusion would be 878 a month, whereas if it, were based on $70
a week, the benefits would be $116. But this is for our section of the community
which has the benefit of contract and higher base wages than most parts of the
country. The unorganised, particularly those who do not have the protection of
the Federal minimum wage, are receiving exceedingly low hourly rates-the only
amount reflected in their social security benefits.

The correction of the abuse is in your hands and we-35,000 of us-believe
that you will correct itby approving section 3.
May we add that local 471 of the Hotel & Restaurant Employees International

Union covering the Albany, Schenectady, and Troy area have asked us to include
their suposort with ours.,

Now, with respect to the hospital portion of the bill, we support amendment
No. 70 which would include vital hospital services customarily rendered as such
but which are presently excluded as the bill stands.

We have a pension, iusurance, and medical care program set up by our
collective bargaining agreement. We provide ambulatory medical care for the
elderly pensioned workers in our industry who are also receiving social security
benefits end who would be covered by the proposed bill. We provide medical
care In hospital for these aged if they can keep up their Blue Cross (hospital
insurance) payment& Part of this hospitalization has traditionally included
diagnostic, X-ray and laboratory, tests, electrocardiograms, basal metabolism
readings, and other customary regular hospital services-such as those of
radiologists, pathologists, and anesthesiologists.

The proposed exclusion is a dilution of the concept of hospital care. It is a
concession to the efforts of the American Medical Association to obstruct enact-
ment of a social security program which would meet adequately the high costs of
hospital care for the elderly. Putting these customary hospital services In the
voluntary supplementary medical portion of the legislation raas billing the
vatlent a thing allen to the concept of insurance for hospital care.

We need not here go intothe broad impact which the exclusions would have on
hospital practice in general and on hospital-physician relationships. The in-
herent dangers have been made evident in the critical statements of Senators
Douglas, Neuberger, Gruening, and others. But we do wish to state that we have
a direct and specific interest in the integrity of a hospital system that Includes
the specialist services. Our union provides free and comprehensive medical
care, both to the worker and the worker's family, through a chain of medical
offices with are attabhed to, and are virtually an integral part of, major -New
York City' hospitals. ! In short, a blow at hospitals-and that Is what the
exclusions are-is a blow at our program and the people it serves.

We ask your approval of amendment No. TO.

U.S. TRasuiT DEPARTMIS T,
INTFMfNAL RVMNUtM SnRvror,

DisTmRo'r DMrs R,OR,
New York, N.Y., August 25, 1964.,

Mr. JAY RUBIN,
President, New York Hotel Trades OounoUi
New6 York, N.Y.

Dris M. Iyrn: At the, request of the Director, TaX Rulings -Dvilion, I. am
notifying you of the status for social security, Federal unemployment tax, an4
withholding of Income tax Of a stated figure of $70 weekly in ¢as i and tips
referred to In paragraph 81 of the collective bargaining agreement of Septem-
ber 28, 1002, between the New York Hotel Trades Oouncill, AFL-OIO,. and th0
Hotel Association of New York city, Inc.

On the basis of advice received by me from ,the TAx Rul1ngs-DlvisOn, ilt Is
now held that sich tips constitute "wages" to the extet that the amount tlereot,
when adde4 to wages otherwise received by the enployoe from .the einployor,
equal $70 fo.eervite performed'during a 'complete weekly payroll, period- (or
equals at pro ratk portion of $70 for .servkee performed during part of a Weekly
perlol),, This determination is applicable for, prposes, of the taxes imposed
Vutder the Federal Insurance contributions Aqt a nd the Federal Unemploiyment
TAx Act and for the purposesof the cOllection 6i income'taX at sotdrce on wages.

Thd'effective date of this, dbtermination shall b6 in Accordanee With the folloW.
Ing rules: 7
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1. For purposes of the taxes imposed under the' Federal 16surordce Conti.
buttons Act this'ruling will be applicable to tips received in pay periods beginnir.g
on or after June 1, 1963, the effective date of section 31 of the'collective-,bargaiD1nX
agreement.

.2. The tax ImpoSed under the Feqeral Unemplbyineint ,Tax- Act wl, apply
under this ruling only to tips received on or after january 1,1964.

8. For pUrposes of Income tax withholding this" determination will atply
(1) to the period beginning June 1, 1963 an ndkig at' the 'close of the pay
Period which * inelU'dee the .date ;of bil9 Iettt, Ubt otily ,td" he extentt" that
income tax has been: withheld bythe employed haS liot -bee returned to O te
employee, and (2) to all pay periods beginning after tbh date o6f thhIletter. '

Inasmuch as the collective-bargaining-argeerxent had bben in'effect Oince Jne 1,
1968, and; pursuant to section 81 thereof, payaidnM: haye been mide. by tip
employees and their respective" eMployerd to an in'pa~rtial ¢hMd-n asescr
holder, baged upon the consideratl6n ts Wages of 'ceitled and a&cuntd'gkatu-
ties in amounts which; when added td- their respective weOeky galtries, shall
equal the sum of $70, it will become necessary for theore#ctiv emloyerI to
report and pay over to the Inter-al Ptevonu'O ervice tlo full' amount -f the
employment taxes and withheld income tx #u6 In'ji.rdance -with' tMeeffectlh
dates stated above.

InstructionS for the procedure to be followed ie ioiting1 tese taxes *l1lbe
communicated to the employers thkough'their'trade assOciation. "

Please notify your membership of this deternintiion and' that"the ruling as
to the status for employment tax purposes of the $7Q) referred"to herein does aot
affect the amount to beincluded' in gross. Income, by' the uiembers'for federal
Income tax purposes, as all tips hfid gratuities r Jeivg4 by "sUch.membere adr
Includible in gross income without limitatlon. "'

Verytikly oi~r, r ~.OwiV '~Disfrrof Director.

Soofal 4eourify hbeefoft# '

Weekly Annual Weekly A~uYear contract, cash wae az" contrat or 4ag
cash wage (2 weeks) cash wage, (8 weeks)

21.80 .. **W* 83RO
1953................. 30 140 1848
1954 ........... ..... 23.00 1,196.00 1060 ...... ......... .. 34.90 1 814.0

195 .................. 2&40 1,820.80 190 .................. 87.15 1,931.80
1958.................. 27.40 1,424.80 ,184 .................. 3 .15 169."s8o
1957-------------------2940 1,528.80

.................. 30.90 .1 080 Total ......... ............ 21,827.40

Avefag annual wage after 1950... ......................................... $1, 44.83
=ocial secuity benefits...:... ............................................. 70O

Average annual wage based on .............. , .............. -. ,
=coclal security benefits .......................................................... - . & 0O

Senator Rmior. The committee will stand adjourned until tomor-
row mor in 1at0 O'clock.

: Miss ;AGB. S entor1Ribicoff, I 1favd b 9';ki If these two ge-ntie
men could make brief Sttement..

Senator Rmicow. All right. .. "

Youar&retiking nretnetlanany oth ,.
Mr., ZTJOA'. E. S a.uca I have ,~eiptJ~~ en'ap, bi

I am not going to read it- :] merely wish to make tw brief add't1Qns
to'a statement already: madeoby Miss Alpase and it-isthiS:,that upon
retirement these workers 'qiialfy foo a, soisa security,'beneflAt substn,
tially inferior to those"of'o i. iWo rswho P~y.tl.saw( t zes. .

difference in the rate o'. befi8 may; men t e iffdren'ce between
nomic survival and destitution in old age. However, the same applies
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to the survives ,th6Widows and the orphans* when the head of the

. Thmrd, asr ,Aht istoo.ved htered i's noit only" the i iwork himself,
but also the family I;
;-No. '2. A c~ntii4rab le, fiinber ~f em~lqyei have -expressed support

f6r thigh bill otit o $. ee~a 4s oa' heir ployees.
Third, as tO Q-tme,1o1d b the pJy , the adii6riil soiaT

security taxes involved will be no, higher and no- lower than every
other'employer now paysr ,.

As a matter of fact, employers of tipped employees h6ve enjoyed an'
advantage'over other employers, for many years.,

Thank you. .
Senator Rmtcopii Thank you very, muoh. ,.
I understood you were informed that sveryigr~op would hav* one,

witness, and if you have any statement you can place them in the
record at this point, which is the rules the committee has been operating
under all these hearings.

You are the only one who has had an exception to it.
Miss ALOASE. Yam very sorry. I was just asked by Mr. Zucca if I

could make that application for him. I had not intended to violate
any promise.

Senator RmICOFF. What do you have, air?
All right.
Senator Douglas, who had to leave the meeting, has asked that his

statement in support of his amendment 178 to provide for the admin-
istration by the -Railroad Retirement Board of the hospital insurance
program as it relates to railroad employees be placed in the record.

(The statement follows:)

STATEMENT OF SENATOR DOuOLAs

The bill H.R. 6675, as passed by the House, omitted the provisions contained
in the original bill (H.R. 1) with respect to the Jurisdiction of the Railroad
Retirement Board over the administration of the hospital insurance program
as it relates to railroad employees. My amendments would restore to the Board
such jurisdiction.

The provisions which my amendments would restore are not new. Pursuant
to an agreement of long standing between the Secretary of Health, Education,
and Welfare and the Rairoad Retirement Board, such provisions were incor-
porated in the 1961 bills for hospital insurance benefits (H.R. 4222, introduced
February 18, 1961, and . 909, introduced the same date). They were incor-
porated again in 1963 (H.R. 3920, introduced Feburary 21, 1963, and S. 880,
introdhced the same date), again in 1964 (H.R. 11865, passed by the Senate on
September 8, 1964) and again in 1965 (H.R. 1; introduced January 4, 1965, and
S. 1, introduced Tanuary 6, 1965). This agreement between the 2 agencies
was, and is, in conformity with the long established congressional policy of
conferring upon the Railroad Retirement Board jurisdiction with respect to
benefits for railroad employees, their dependents and survivors. As is well
known, the Railroad Retirement Board administers the railroad retirement
program which provides retirement benefits for railroad employees, their de-
pendents and survivors. The Board also administers the railroad unemploy-
ment and sickness insurance program which provides protection against
unemployment and sickness of railroad employees. It was and is, of course,
logical that the Board administer the hospital insurance program as it relates to
railroad employees, their dependents and survivors, particularly In view of the
fact that their eligibility for payment for hospital services is derived from the
rights of railroad employees to benefits under the railroad retirement program.
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There is now considerable cooperation between the railroad retirement and so.
cial security systems through mutually agreed upon procedures to implement the
existing statutory provisions for coordination of the 2 systems. Accordingly, for
the purpose of smooth and efficient administration of the hospital insurance pro.
grain, procedures hlive been carefully worked out between the 2 agencies to make
certain that the administration by the Railroad Retirement Board of the hospital
insurance program as it relates to railroad employees would not result in any
administrative problems to either of the agencies or to hospitals.

The Chairman of the Railroad Retirement Board has been authorized by the
Commissioner of.Social Security to advise me that the Department of Health,
Education, and Welfare has no objection to the adoption of my amendments to
the bill H.R. 665.

Senator RmicoFF. The committee will stand adjourned until to-
morrow morning at 10 a.m.

(Whereupon, at 11:15 i.me, the committee adjourned, to reconvene
-at 10 a.m., Wednesday, May 19, 1965.)
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WEDNESDAY, MAY 19, 1965

Th.S.SR*ATE,
Commnrmr oN FrlAN0m,

Wa*hington, D.C.
The committee met, pursuant to recess, at 10:10 a.m., in room 2221,

New Senate Office Building, Senator Eugene J. McCarthy presiding.
Present: Senators McCarthy, Douglas, and Gore.
Also present: Elizabeth B. Springer, chief clerk
Senator McCARTHY. The committee will come to order.
The first witness is Dr. Vincent W. Archer, Charlottesville, Va.
Dr. Archer, Senator Byrd said he is sorry he couldn't be here this

morning to hear your testimony, but I am sittingin for him.

STATEMENT OF DR. VINCENT W. ARCHER, CHARLOTTESVILLE, VA.

Dr. ARCHER. Thank you.
Mr. Chairman, thank you for allowing me to present my views on

certain areas of H.R. 6675; namely, the noninclusion of radiology as.
a "hospital service."'  , I -

I come, not as a representative of the American Medical Association,
I have been a member of the house of delegates for 14 years, not repre-
senting the American College of Radiology of which I hve beenpres-
ident, not representing the Medical Society of Virginia, of which I
have been president.

My presentation is that of an individual' intensely interested in 'the
future supply of radiologists, so interested that I am paying- my own
expenses out of my markedly diminished income as a semiretired' pro-
fessor in a medical school.

Just a word regarding my right to have a considered opinion. Until
196f When I Was retired on account of age, I had been chairman ofthe department of Radiology at the University of Virginia Medical
School for over 87 years andh ad been responsible for recruitment and
training of 73 residents in radiology.

Radiology is a highly develope medical specialty requiring a med-
ical degree, 1' year of internship and 4 years of radiological training
before becoming qualified, as a specialist. In its rapidly expanding
scope, radiology, comprises not only the relatively simple diagnostic
procedures, but also very commplicAted maneuvers such as passing a
catheter, a small tube, into the heart; into the aorta, into the kidneys,
and visualizing the vessels of the brain.The use of radioactive materials in mapping various organs and the
treatment of malignancy by, cobalt and isotopes are .alo covered in
this training program. This, then, 's truly the practice of medicine,.
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not a function of a nonmedical organization such as a hospital. All
of the residents in our department are trained in, and personally per-
form, all of the procedures enumerated and many others too numerousto mention. In addition, radiologists treat about 1(0 percent of all
patients with cancer. So much then, for the establishment of radi-
ology as a medical service, liot as a; hospito service

My grave concern is over the increasing difficulty in recruitingsufficient numbers of high-class medical graduates to supply this ever-increasing deficit of qualified xadiologits. . Msy I quote from the tes.timony presented by the American Col1ge of .Rddiology to the House
Ways and Means Committee in February of this year.

The use-,of X-rays in the diagnosis and treatment of disease has increasedmore than 12 percent annually. At dhe same time, the Increasing complexity ofnew procedures, such as intricate heart examinations and the other examinations
which I have described, makes the actual 'annual Increase in Vra ' workabolt 20
percent

In 1963 only three out of four openings in X-ray training programs for
physicians were filled.

This compares with, if I may quote some more statistics§; compareswith internal medicine, 81 percent, ophthalmology, 94 percent, ortho-
pedic surgery, 81 percent, surgery, general surgery, 81 percent; and, we
were able to recruit only 76 percent. . I .: , ,

Thus, only about 500 new radiologists were added to the approximately 7,000spbelalists already practicig. With normal attrition of, deaths, 'the rofedhs etIncreases Its number by about 800 yearly, less than 5 percent. Thus, the supply
is not keeping pace with the need.

Still quoting from the report:
If the specialty becomes less desirable to young physlelans because of Itosegregation as a hospital service, Its ability to recruit needed young physlclanswill be serl6usly Impaired. This problem will, be compounded If 4roiposals Inthe President's Health Message urging the establishment of regional centers for

diagnosis and treatment of cancer, strokes and. heart disease are Implemented.
This has been, our experience in my -institutin,. It is difficult

get medical students and young physicians interested in, the field ofradiloogy when:they feel- that it will be dominated by'thehospitals Aid
lay boards of trustees. v

Under such circumstances, financial considerations 'on the p art- oflay boards, may overshadow medical carein the minds of theseboards.
In addition, there is a very definite loss of.professionaldignity whena specialty is set apart in this way from'otheir physicians. -Tlis isreally the voice of experience Speaking. -.AsaippliMed locally, my lconi,ments date to the- distant past, up' to 19371 to beyeixact4, not to, thepresent, but this can and does happen elsewhere and the youngermen

The same reasoning undoubtedly applies to the specialties of phthology,- anesthesiology and psychiatry, but I. spea -only of radiology of
which I have had such (n intimate knowledge over so 1ng a time.In closing, may I interpolate that. n the basis of niy pat expeoiencep
over a long period of time with all forms of medical practice on al6eal.
State, and National level, I am' opposed - to the!nmedical ectibn§ o
11.R. 6676 as ' whble,,and the basis of: thisdong expe-ience dates Ielk
.to my war, World War ;I,,iia which' Iwa§ aJfirstv'brgeant; then .ad;.
jutint of general hospiWtal andisincethh'I hav ;beunooikingim
an institution, the University of Virginia Hospital, which is a govern-
mental institution, and medicine is not practiced quite as well as we

/
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.would like to see it!practiced due: to many, interferences by govern-
mental agencies.

Howavpr,, ftiis ill: should pass, pease consider the-irreparable
damage to the. brajh of ,the medical profession of which I am a men-
ber and do not include the medical services" of the r!diologist within
the hospital benefits section of this bill.

Senator, MCCAR'rnr. Dr. Archer is there any reason as to why
radiologists should be, exeludec asdstinguished from the other three
or four specialties that are includedI.

I)r. ARomnER. No, sir; they all belong in the samie basket, but I can
spek personally only from the standpoint of radoljy, because I am
so thoroughly conversant with what ii going on in ra ology.

Senator MWCATHY. Isn't it a practice in many hospitals to have the
radiologist on some kind of an annual salary rather tian to have him
practicng independentlyy.

Dr. ARCHMR. That is true, that in a great many hospitals that is
true., In our own State, however, we have reviewed the contracts of
all of the folks in'the hospitals 4nd except: inthe State teaching hos-
pitals they are not on salary but are either on a percentage or bill the
patients independently, separate from the hospital bill.

Senator MCCARTHY. You mean they receive a percentage of what
the hospital charges for its services.

Dr. AUoER. On what the radiologists charge. The radiologists
in Virginia, the whole State of Virgiia set the charges and then the
hospital gets a certain percentage of the collections.

Senator MCCARTHY, I se.
Is it possible that you could diStingulsh betiveen the diagnostic serv-

ices an lie treatment aspect of it?.
Dr. ARCHER- Yes, sir, it is.
Senator McCARTHY. Would it be possible _t include the" one as a

part of the hospital charges ad have the othei' treated A having a
private practice..Dr. AiknE, It certain WouM the same as thoraoio stir.ry .

iffei-entaed .frolii neurosurg 4{u1 tis argueit 'that api toie8.tA
ie applif: to' the others, as r a)the thing I am interested m, andtha istheruritmnof fu~re- raiogists.. o. .

Than you V enir mui .,
Dr.,A4CH1you
Senat; Mi A..dallaha! i ; the In.national As-

socition f .ndustr1lA Acident, Boardsi o ni.'o ..

NMIONAL AL9OQI41INP InDUSTRIA 4O WBADS AID
CMKMSONS; A'"010kPANIED BY 4OBBPH X, GUMhP COMMIS

SXOiqER, 1IUSTBIAL £COID1ENT BAD J8OSTOINO' XA~St; 1
Cox Ml VS D oAvm it'.

KAW, Wo OMP~SAZ~N CO0S1ION, CXO,

Mr L404 fit'sn ~r~~n j ilgu .OlI

X am a %ork is Compensation wimssioner rom Ie State 6f
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Oregon and am president. of fie International Association of Indus.
trial Accident Boards and Commissions.

I have with me Mr. John Keaney on my immediate left, who is a
commissioner from the State of Maine, and is the vice president of
our international association.

On my right hand I have Mr. Dan Doherty, chairman of the Mary.
land lWrkmen's Compensation Commission, the immedhite past plri.
dent of our international association, and on my far left, I have Mr.
Jobph McoGuire, who is n eom dissioner from the State of MasaL
chusetts, and is the chairman of our legislative committee.

Senator MoCA AIV. How do you have so many Irishmen in con.
trol of this organirtaionI

Mr. CAt,ATrAXN. May I also say, Mr. Chairman, that the chairnn
could also be an Irishman.

Senator M6CAnTitY. It' could be.
Mr. CALLAHAN. So perhaps we are among friends.
Senator MOCAnTITY. Go ahead.
Mr. CALT, AAN, As president of the International Association of

Industrial Accident Boards and Commissions, I am authorized to make
this reque t by vote of the membership at the last convention.

Membeslhij of our association consists of the workmen's compen.
sation boards and commi"..ions of 48 of tile States of our Nation, plus
the provinces of amnada and other nations. The members of these
boards. and commissions are actively engaged in the administration
of workmen's compensation and Constitute the best informed grot
on matters of workmen's comnenattion.

This association has not opposed social security, nor has it opposed
the medicare. program. It does not oppose disability payments
through social security for those persons disabled from nonoccupa-
tional injuries, nor is it Opposed to social security benefits after retire-
ment age to those disabled by occupational injuries.

By membership vote, thi; association has opposed the encroaclment
of socinl security into the field of workmen's compenation. As ad-
ministrators'we have direct knowledge of the harm bein..done. It -is
clear to us that this in detrimental to our Nation. As citizens 'we feel
compelled to respeetfiflly ask you to delete that part of section 830
redefining disability from T.R 6675 and consider it separately onl
its merits, or to amend that section to eliminate the application of ite
provisions to workmen's compensation claimants.

That portion of section 308 is not relevant tM the medicare program,
and if deleted the medicare progr m would not be affected. This
was attached to th6 popular mdicar6 bill very late, and those adversely
affected did not have an opportunity to be heard.

There is already ani overlap in pigments to permanently andtotally
disabled workmen's compensation claimants, and disability bnefita of
social security. Parts of section 803 would compound this problem
by extending the overlap into payments for temporary disability by
recognizing any disability of more than 6 months' duration.

Several months ago the TIAIABC agreed to cooperate with the
Social Security Adminftrattion in a joint stufvof overlapping bone-
fitsq. Recently the Houe Ways and Means Oommittov directed the
Social Security Administration to conduct a study of overlapping
benefits. A few Weeks ago our association received a communication
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from Commissioner Robert Ball asking for the association's participa-
tion in this broaxler study. Our association has agreed to do this.
• We respectfully direct your attention to the inconsistency of order-
ing a study and before such a study is made, taking action on the
matter under study. Our association, being aware of the adverse
affects, stands ready to cooperate in the study. We ask that you at
least delay action until the study is made.

Rehabilitation of 'occupationally injured workmen is an integral
part of workmen's compensation and is second in importance only to
prevention of injuries. When overlapping payments exceed wages,
efforts to rehabilitate are nullified. Itlis astonishing that while the
Labor Department of the Federal Government works diligently to
relhabilitte, injured workmen, the Social Security Administration,
through encroachment into workmen's compensation, makes rehabili-
tation extremely difficult.

Workmen's compensation is based upon the doctrine of occupational
injuries being a cost of production and as such is to be paid for by the
employing entity. This was the theme of the speeches and writings
of the advocates of this doctrine during the time when State work-
hen's compensation laws were being encted. The pronouncement of
less prominent persons have been lost, but those Of Theodore Roosevelt
have been preserved and are available in the Theodore Roosevelt
Cyclopedia, which must be available in the Library of Congress. He
maintained that it was as much the obligation of an employer to pay
for costs of occupational injuries as to pay for repairs to broken ma-
chinery. Workmfen's compensation laws iinplement this doctrine.

Some years later the U.S. Supreme Court in Judahy Packing (Go. of
Nebr&ka v. Parmmoro, 263 U.S. 418, affirmed the same precept. The
United States Chamber of Commerce in its yearly publication "An-
alysis of Workmen'S Compensation Laws", on pae 8 of the 1004
edition, continues to state that occupationa injuries are a cost of
production. No one disputes this doctrine.

Workmen's compensation is financed by insurance plans that provide
variab!o- pren ium rates, recognizing the comparative hazard of the
eniployer s operations. These rates are further modified for each
en ployei in keeping with his clain cos6t, which reflect the efficiency
of iissafoypb grm.6 ,.

Thus the principle of insurance is caTied out, the risk is spread,
and each employer is rewarded for safety efforts or penalized for lack
of safety.

Incentives are provided to install safety programs, even at a sub-
stantial cost because of the saving iN worlmen's compensation pre-
inums. History p roves that workmen's compensation, through the
incentives provided, has been the greatest single force in the auction
of occupational injurie .

It is claimed that State workmen's compensation laws do not fully
implement the doctrine of occupational injuries being a cost of pro-
duction. ., . !

In many cases this is true and the corrections must be made by
upgrading the -workmen's compensation laws where needed. As work-
men's compensation administrators and through our association, we
advocate t his. Our efforts are bearing frui, as attestedby the up-
grading 6f benefits in Stat laws this year. Tliese efforts should b
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encouraged, not hampered or nullified: by the encroachment of social
security into the field of workmen's compensation, •

Social security funds are not the propr souro from Which to make
payinents for oupaitional injuries. One-half of the payments t6
social security is. deducted from orkrs' py checks. Thus whe
social security funds are used to pay fori occupational injuriess, tho
workers are required to pay on:6-half of the eprnloy&s' legitimate 6bli'
nation. This violates the basie doctrine Of W6rkmen's compensation.

The other half paid'by employers at a fixed rate regardless of the
hazard of the employment, and with no'eiognitioh of -fety effoiC
is unjust as a systedi of financing the otAof bccupiitional injuries and
also violates the basic doctrine 6f workmen's-compensation.

Shifting of payment for occupational injuries fro' workmen's com.
pensation t6: social security is fundnmentally wroik hd cAn only be
rationalized by the end justifying the means. if woikm6h's compensa.
tion is deficient it should be upgraded, not supplemented from the
wrong source. Two wrongs never did make a ri1Lt.

It is undeniable that social security funds Iare not the proper
source of payment. for oecupatinal' iiijurie-s. 'There being no incen-
tive for the employer to promote safety, the deterioratin"df safety
programs will result in increased hmAis sufferinpaA well as h. none

It. may be claimed that it 'is difficultto separate occUpational in-
juries from those of nonoccupational origin. Administrative dif-
ficulty in this case is greatly exaggerated, and oven if th6 difficulty
existed is not justifleation for charging the c6 to the wrong source
of funds.

May I digress a moment, Mr. Chairman, in workmen's compensa-
tion we have to that. every day and while it is a job it is not a costly
one. ,We have todo it right along.

The International Association of Industrial Accident IBoards and
Commissions will ever strivejto 'improve and grade. workmen's
compensation la;ws so- that the doctineo of occupati ohM inHuries be-
ing a cost of production is fully implemented. Th' jtsoc ati6n re-
quests help from all who would see this noble tur'peIs Iaccomplished.

To thit end the association resr d fu'ly reqy u yor -honorable
body to delete that portion of section 803 redeli ng,',41ability from
HR. 6675. It shou] l n6t, ,bco-isidered, uintl.the;'atudy ordeed'4by
the House'of Representatives 16s 'beh conle0ted. 'At th Very eat
the association requests that section 803 be amended so tbat4 4 pro-
vigions do'not apply to Worknen's coiipe 6n660' claimants.
Mr. Chairman,' respectfully submit, this on behalf of ourassociation. " ' • . "

Senator McCAwrin'. Thank you verymuch, Mr, ( 1ahan.
Do either of the other men wish to testify 6rare they. ust hero0

suvort'' y0 positloh'
Mr. A;LLAH. No, b~t'they khght b .eire to give m6ealito moal

support and also answer some questions ,if they s~i uld , d'mrec WdSenator MOCA~rHiy. n thecase ol Oregon, what ,s tbe praciv wth
reference to'the t0 in whicl you b ogjna g dibihty payments Y

-Mr. CAtAHN -Ybul iie te is py0
Senator McOA~aHi. low' ldiig mnust imatii' disabled before lie

eligible? " oeitvAry-"..

S'OIAL' AEOVIiTY
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Ur. CALAIHAN. The record as of very late is 7 and a fraction days,
and we have no limit' on the time as far as time loss. There is no

limit either in dollars or in time.
,Senator MCCARTAY. How ong does the average disability last?

That is compensable disability.?
Mr. 6 ALL1AHAN. The average disability, of course, is not very great.

Of course, most of the injuries wouldn't even have IA disability at all,
most. of them are very minor., I couldn't tell you exactly how long
but the ones we are talking about, of course, are the important ones,
and.we will have some that drag on for several months, sometimes even
a couple of years.

Senator McCATriY. Not many would go beyond 6 months?
Mr. CATLHAN. Not too many.
Senator MCCArHY. So your really Won't have much overlap since

this "payment doesn't begin until 6 months 'have elapsed and most of
the people under the State plans will be pretty well taken care of.

MrUALLAHAN. I wouldlike to put that just a little-bit differently.
I'don't believe it is exactly the numbers who are involved. I would
prefer to put it, and as we feel, and I certainly feel that way myself,
it is more 'the principle that is involved rather than the,n s

Now, I don't think the numbers are so great, but it is the principle
that ig involvodi and asyou pi-obably knoiw from experience, when you
have trouble spots you don'thave to have very.many of them to cause
much trouble.

Senator McCAwrihY. Well, I don't'really, think I need press it any
more, I understand your position. This I, think is the key, the ques-
tion of the overlapping.: whether you want t6 serve-the more general
good or be 4ofcerned about the one or' two who might receive special
benefits. ,It ha been proposed that We impose an income tax on'dis-,
ability payments once the total disability payment is in excess of what
the ran's income was before he Was disabled. Do you think that might
be helpful in keeping alive their incentive to go back to work ? , .

Mr. OALLAIIAHT Well, Ihateto see us get awiy from thl basio prin-
ciple on' which -workmen's cOmpensation-has been developed, that it
is a cost of production, and I,: believe that we should stick' with it,
I believe thattlere has been some departure made already which has
been detrimental. I don't know whether that is a very good answer to
your question or not.,.

Sengtor U{OCArTHY., We'are glad t6 have your opinion on it in, any

I have no more questions. - -

Thiank you very-mtbch.tX. CALLAIAN, Thank you, sir.
senator MUOCAJitHXIr. Frank Bane of the Advisory Commission

oi Intergovernmental Relations.
Y.ou may proceed. '.

STATEMENT OF FRANK BANEiHAIMXANP ADVISORY COMMISSION
ON INTERGOVERNMNAL "RELATIONS; ACCOMIANIEDDBY WIVL

•AX 0. COLXAN,, E3 ZEUTM Dfl (O ... ,T CO' MISSXON;

AID P&A#E T. IWX6RAkAM~, AP E R0~ CommX$O

.:fMr! :BANI. - Mt.'Chairmt;Aniy -natie i' Fahilk Bine,t kiarman or
the Advisory Commission on Intergovernmental Relations and I have
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with me Mr. William Colinan, Executive Director of the Commission,
and Mr. Page Ingraham, who is a staff member of the Commission.

I appreciate the opportunity of appearing before your committeeto present the vieivs of the Advisor Commission on Intrgovern-
mental Relations on H.R. 6675, the social security amendments of
1965.

The Advisory Commission was created by Public Law 380 of the
86th Congress as a bipartisan body of 26 members representing all
levels of Government. It is charged with giving continuing study and
attention to the relationships among the National, State, and local
governments and with developing recommendations for improving
these relationships.

Among the Commission's specific statutory responsibilities is that
prescribed in section (3) of the act-giving "critical attention to the
conditions and controls involved in the administration of Federal
grant programs."

It was pursuant to this statutory mandate that the Commission
undertook a study of the statutory and administrative controls associ-
ated with Federal Grants for public asistance. A copy of the Com-
mission's report adopted in May 1964, is submitted herewith for the
information of the committee.

Upon the completion of this study, which focused on the question of
intergovernmental relations in the administration of the public assist-
ance program, the Commission presented, for the consideration of the
Congress, recommendations designed to overcome the main points
of intergovernmental friction. These recommendations propose that
the public assistance titles of the Social Security Act be amended to--

Provide judicial review of administrative decisions of the Secretary
of Health, Education, and Welfare regarding the conformity of State
plans under the act.

Remove the prohibitions against Federal Participation in public
assistance payments to mental and tubercular patients.

Grant discretion to the Secretary of Health, Education, and Welfare
to waive the "single State agency" requirement for the public assist-
ance titles so that States could organic their administrative agencies
in a manner compatible with their own needs so long as the pro-
gram objectives of the act are not endangered.

Provide the Secretary of Health, Education, and Welfare with
the discretion to declare parts of a State plan out of conformity with
the Federal act, rather than have to reject the whole plan, because of
the inadequacy of one part.

Establish a permanent Public Assistance Advisory Council to pro-
vide a voice for State and local advice to the Secretary of Health,
Education, and Welfare on proposed legislation, administrative reg-
ulations, and other related matters.

We are gratified that provisions which will cary out the first two of
these recommendations are included in H.R. 6675 as it is now before
you. We urgethe'fention of these provisions in the'bill Attached
to our statement is a summary of the reasons for their inclusion.

Suggested amendments tothe. public asistance titles of the Social
Security Act to 'Implement the three additional recommendations made
by the Commission are incorporated in H.R. 6241, introduced by (Y6n-
gressman L. H. Fountain of North Carolina. We recommend, that
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H.R. 6675 be amended to include these provisions. Since I will refer
tO the appropriate sections in my comments, I would like to request
that the text of H.R. 6241 appear as an attachment to this statement.

Senator MCCARMY. That will be done.
(II.R. 6241 referred to follows:)

(H.R. 6241, 89th Cong., 1st sees.)

A BILL To amend the public assistance provisions of the Social Security Act to provide for
Judicial review of certain administrative declsions of the Secretary of Health, Education,
and Welfare, to enable the Secretary to waive the "single State agency" requirement,
and for other purposes

Do it enacted by the Senate and House of Representatives of the United States
of America in Oongress assenibled, That (a) title VII of the Social Security Act
Is amended by adding at the end thereof the following new section:

JUDICIALL REVIEW OF CERTAIN ADMINISTRATIVE DE'rEBMINATIONS

"Szo. 700. (a) (1) Whenever a State plan or an amendment to a State plan
Is submitted to the Secretary by a State for approval under title I, IV, X,
XIV, or XVI of this Act he shall, not later than sixty days after the date the
plan or amendment is submitted to him, make a determination as to whether it
conforms to the applicable requirements of this Act. The sixty-day period pro-
vided herein may be extended but only by written agreement of the Secretary
and the affected State.

"(2) Any State dissatisfied with a determination of the Secretary with respect
to such a plan or amendment submitted for approval way, within thirty days
after it has been notified of such determination, file a petition with the Secretary
for reconsideration of the ismue of whether such plan or aniendment confotins
to the applicable requirements of this Act. Upon receipt of such a petition, the
Secretary shall notify the State of thb time and place at which ai hearing Will be
held f6r the purpose of retodnsidering such issue. Such hearing shall be held not
less thin tWenty days hor /nore than thirty days after the date notice of such
hearing is furni.qhed to such State' unless the Secretary and such State agree in
writing to holding the hearing at another tu1ne. The Secretary shall affirm,
modify, or reverse his original determination within thirty dayA of the conclusion
of the hearing.

"(8) Any State which Is dissatisfied with a determination made by the Secre-
tary on such a reconsideration of the issue of Whether such plan or amendment
conforms to the applicable requirements 6f this Act may appeal to the United
States court of Appeals for the circult in which such State is located b# filing
with such court a notice of appeal. Summons andziotice of appeal fhay be Wtved
at any place in the United States. The Secretar? shall forthwith certify and
file in the court the transcript of the proceedings and the record on which he
based his action.

"(4) The findings of fact by the Secretary, unless substantially contrary to
the weight of thp evidence, shall be oncluslve; but the court, for g6od cause
shown, iay remand the case to the 8ecktary to take further 'iIdevice; and
the Secretary may thereupon Mnke. nev Of modified finding 'of faet' id may
modify"his previous action, afid h ill certify to the cottrt the trai.ript and
record of the further proceedings. Such new Or modified findinik of' act shalt
likewise be &onicluslve unless substantially contrary to the weight 6f the evidence.

(5) The court sball , haye. Jurisdi(t,4 tO dflrni the aatlon of thb 86e0tary
or to set it aside, i' whOlo. 6rin pait. ThO decisloi of the court shall be. subject
to revle*b' the Sirefie Court of the United ltAtes Uj6n ce.ru6itr ot COtAl-cation aS pf vlde'din Sectlofi 1254 of fltH 28 1tbt 'f tilted States Cod.

"(6) Ar. d:etermlnatlen of th6 SeCretary that 4, State plan apoftovid under
titid I, IZ XIV, or X.VI does not eompl With the applicable prdvislons of
this Act, o' th'dt i the adtnisntrtot of s0tiU p t1her is a fallt1d; to comply
stlstantally wlthi asiy'Oich provision* shall be suibject to revle* is4 prided in

"(1)' In any case 1%eihO a determination Of the 8r6$eieaty under Msuhstilof
(a) (1) or (b) would, in the absence of ibeclfte:O r hV action by ,the State,
result i-

"(1) loss of tq,, .State's eligibility for'p tlitto hIch ieht haid' threto-
fore beell entitled 'Auidel'the Vr6gM AA=:ar lVlf d o6r reduction thi the amount
of such payments, or

47-140-----t. 2-----38



1036 SOCIAL SECURITY

"(2) inability of the States to become eligible for payments or for
increased payments under the program involved, where such payments or
increased payments have been made generally available to the States whicb
qualify therefor, under such program,

the State may secure by declaratory judgment proceedings pursuant to section
10 of the Administrative Procedure Act (5 U.S.O. 1009) a decision (A) as to
whether the plan or amendment involved conforms to the applicable require,
ments of this Act (in the case of a determination made under subsection (a) (1))
or, wbetler . there is a failure to comply with the applicable provisions of this
Actv and (B) as to the- effect of the nonconformity or noncompliance, if any,
oft the State's continued participation In the program Involved.

"(d) Any Judicial proceeding pursuant to this section shall be entitled to, and
upon request of the Secretary or the State shall receive, a preference, and shall
be heard and Oletermined as expeditiously as possible.

"(e) Any notice of appeal by a State to a court of appeals pursuant to this
section shall be filed-with such court within thirty days from the date of the
determination of the Secretary from which such appeal is to be taken."

(b) The amendment made by subsection (a) shall apply only with respect
to determinations made by the:Secretary of Health, Education,- and Welfare
(as described in subsections (a) (1) and (b) of section 706 of the Social Secu.
rity Act, as added by such amendment) on and after the date of the enactment
of this Act. -

SEc. 2. (a) Title VII of the Social Security Act is amended by adding at the
end thereof (after the new section added by the first section of this Act) the
following new section:

"WAIVEs OF SINGLE STATE AGENCY REQUIREMENT

"Ss. 707. Notwithstanding section 2(a)'(3), 402(a) (8), 1002(a) (3),
1402(a) (8), or 1602(a) (3), the Secretary may, upon request of the Governor
or other appropriate executive or legislative authority of -the State Involved,
waive (with respect to such State) the requirement of such section that the
plan of such State approved under title I, IV, X, XIV, or XVI (as the case may
be) must provide that a single State agency be established or designated to
administer oir supervise the administration of such plan (or, in the case of title
XVI, to administer or supervise the administration of the portion of the plan
not relating to blind individuals), and may Instead approved another admin-
istrative structure or arrangement if he determines that the objectives of such
title will not be endangered by the use of such other structure or arrangement."

(b) Sections 2(a) (3), 402(a) (8), 1002(a) (8),1402(a) (3), and 1602(a) (8) of
such Act are each amended by striking out "either provide" and inserting in
liuthereof "subject to fection 707, either provide".

S o. 8. (a) Section 4 of the Social Security Act Is amended to read as follows:

"OPERATION 3o STATE PLANS

"SEO. 4. If the Secretary, after reasonable notice and opportunity for hearing
to'the state agency (or agencies) administering or supervising the administra-
tion of the State plan approved under this title, finds--

(1) ,that the plan has been so changed that it no longer complies with
th proflsion of section 2, or
. "(2) that in the administration of such plan there is a failure to.comply

substant illy with any such provision,
the Secrekry shall notify such State ageno, (or Sgencies) that further pay.
mentA will nOt be madeto the State (or,. In his dlgcrdtion, that payments will
be lImited. tW parts of the' pte plan. iot acted by such failure) until the
.Secretary, 1j satisfled that there'will no longer be any such failure to comply.
Until he is satisfiedd he Bbali mike no further payments to such'State (or 'ha~l
limit payxnetis to parts ,of the State plan not affected by such failure)."

(b). Section 404(a) 0f such Act is amended to read a' 'follows:.
44(a) If the Secretary, after reasonable notice and opportunity for hearing

to the State agency (or aepoles) administering or supervising thi administra-t~n of 4e Stateplan appriied under this title, finds. .

"(1) that the planhaS' been so changed that it'no longer comples with
the provisions of sctjon .402; or

" '(2)that In the administration of sich plan there is a failure to comply
substantially with an* seuch provision,
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tle Secretary shall notify such State agency (or agencies) that further pay-
ients will not be made to the State (or, in his discretion, that payments will be
Wlmited to parts of the State plan not affected by such failure) until the Secre-
tary is satisfied that there will no longer be any such failure to comply. Until
he is so satisfied he shall make no further payments to such State (or shall limit
payments to parts of the State plan not affected by such failure)."
(c) Section 1004 of such Act is amended to read as follows:

"OPERATION OF STATE PLANS

"SEc. 1002. If the Secretary, after reasonable notice and opportunity for
hearing to the State agency (or agencies) administering or supervising the
administration of the State plan approved under this title, finds-

"(1) that the plan has been so changed that it no longer complies with
the provisions of section 1002 ;.or

"(2) that in the adminlstration of such plan there is a failure to comply
substantially with any such provision,

the Secretary shall notify such State agency (or agencies) that further pay-
ments will not be made to the State (or, In his discretion, that payments will
be limited to parts of the State plan not affected by such failure) until the
Secretary Is satisfied that there will no longer be any such failure to comply.
Until he is so satisfied he shall make no further pa1yinents to such State (or
shall limit payments to parts of the State plan not affected by such failure)."

(d) Section 1404 of such Act is amended to read as follows:

"OM oT o STATZ PIANS

"SEC. 1404. If the Secretary, after reasonable notice and opportunity for
hearing to the State agency (or agencies) administering or supervising the
administration of the State'plan approved under this title, finds--

"(1) that the plan has been so changed that It no longer complies with
the provisions of section 1402; or

"(2) that in- the administration of such plan there Is a failure to comply
substantially with any such provision,

the Secretary shall notify such State agency (or agencies) that further pay-
ments Will not be made to the State (or, in his discretion, that payments will
be limited to parts of the State plan not affected by such failure) until the Secre-
tary Is satisfied, that there will no longer be any such failure to comply. Until
he is so satisfied he shall make no further payments to such State (or shall
limit payments to parts of the State plan not affected by such failure),"
(e) Section 1604 of such Act is amended by inserting A'(or agencies)" after

"State agency" each-place It appears,
SOe. 4. (a) Subsections (a), (b), and () of section 1114 of the Social Se-

curity Act are amended to read as follows 4"(a)tin administering titles I, V* X, XIV, and XVI ofihls Act, the Secre-
tary shall consult with a Public Assistance Advisory Council consisting of .the
Secretary. (or his designated represenative), who shall serve as Chairman ex
offlcoand eight members appointed by the Secretary, It shall be the purpose
of the Council to advise the Secretary in the pe rformance of the functions and
dutiesvested in him in connection with the public assistance programs under
such 'titles; and paricularly to assist the Secretary in ascertaining the:lmpact,
on 'State and local government administration of Ouch programs, of the pro-
visions of (I)'any regulations Wvhich the 'Socretary proposes tol issue regard-
ing ;such admin-straton and (2) any new legislation which' the :SeCretary
pfpoes'to recommend with respect thereto. 'Me Council may make such recom,
mendatins to the Secretaty as It deems appropriate,

"(b) The Council shall be initially appointed by the Secretary not later than.
July, 10, The members shall be appointed without regard to the civil service
laws.' 'our 'of'tbe eight appointed members shall be representatives'of' State
agencies concerned, With the administration of the public assistance program.
(and at least 0ne of them shall, represent a Stsite agency which is concerned
with. a State-supervised, locally-administered public' aspistance program) -two
of the members*shW1 represent county or' municipal tgdnies concerned "wth th
administration, ofthe"public: assistance -programs; and the other two nme ibers
shall be-persons with special knowledge, experience or qualifilcatlots Wlth re-
spect .to suh programn.'. Each. appointed member,.6hall hold 'offioe- tor. a, tem
of foi r yea~,, excpt that any., member appointed t, fill a vacancy occurring
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prior to the expiration of the term for which his predecessor was appointed shall
be appointed for the remainder of such term, and the terms of office of the mer.
bers first taking office shall expire, as designated by the Secretary at the time
of appointment, tw6 at the end of the first year, two at the end of the second
year, two at the end df the third year, and two at the end of the fourth year
after the date of appointment. An appointed member shall not be eligible to
:serve continuously for more than two terms but shall be eligible for reappoint.
meat If he has not served immediately preceding his reappointment. The Council

:shall meet as frequently as the Secretary deems necessary, but not less than
-once each year. Upon request by three or more members, it shall be the duty
,of the Secretary to call a meeting of the Council.

"(c) The Secretary shall make available to the Council such secretarial,
,clerical, and other assistance and such pertinent data prepared by the Depart.
ment of Health, Education, and Welfare as the Council may require to carry
out its functions."

(b) Effective July 1, 1966, subsection (d) and (e) of section 1114 of such
Act are repealed and subsections (f), (g), and (h) are redesignated (d), (e),
and (f), respectively.

Mr. BANE. Section 2 of H.R. 6241 permits the waiver of the "single
State agency" requirement. This requirement is based larely on a
historical situation that has little relevance today and has become a
matter of controversy in a number of States. I recall that during
my service as the first executive director of the old Social Security
Board some States did not then have a welfare department or com-
parable agency to handle public assistance programs.

For that reason, in the initial years, the single State agency require-
ment served to introduce an element of order into State administra-
tion of tle emerging programs. It also provided one agency as a
single point of contact that the Federal agency could deal with in
administering its program.

At present, however, public assistance programs are well established
and the States are fully experienced in their administration.

The rigid single State agency requirement imposes undu6 restric-
tions on the Stafs in theit efforts to organize the executive brAnch of
State government in the most efficient manner.

The Governors' conference has been particularly concerned with
this problem and, following a study of the impact ofthese rest-ictions
on States, adopted a, rslution at its 53d annual meeting in 1961,
which stated that--
* * ' the conference deplores the tendency of Federal agencies to dictate the
organizational form and Atructure through which tho States carry out federally
supported programS.

Section 2 of H.R. 6241, in permitting the waiving of the single
State agency requirenent, upon the reiet of the Governor or other
appropriate executive or legislative authority in a State, fully pro.
tects national objetives by providing that the Secretary can waive
the requirement if he finds that it will not adversely effect his own
program.

Another element of ififlexibility in the administati6n of th6 Feeral
public assistance program is the lack of authority for the Secretary
tofind parts of a proposed State plan not in conformity with the re-
quiretnents of the act. At JAresent, even if a sepArable part of a plan
is all that is in question, the Whole plaii must be fund out of
conformity

Title XVI of the Sodial Security Act adopted in 1962 provided for
the develdpment of a combined plan of aid to the aged, blitid, ol dis-
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fabled. It specifically authorizes the the Secretary to find only part
of a plan out of conformity, if that is the case.

Section 3 of H.R. 6241 gives the Secretary similar discreation under
the other public assistance titles to withhold payments only for those
parts of a State plan not in conformity. In addition to providing
flexibility, such a provision would also simplify the judicial review

process by limiting the portion of a plan which would become involved
in litigation.

Finally, in order to provide a more effective mechanism through
which State and local officials can have a voice in the formulation of
Federal legislative proposals and the development of administrative
requirements, our Conmission has recommended that a permanent
Public Assistance Advisory Council be established.

Although temporary advisory groups have been appointed from
time to time andi although State and local officials' are consulted by
the Secretary, such a Council would facilitate intergovernmental
cooperation in this important field.

6. 1891, now before your committee, and section 4 of H.R. 6241
make a similar provision for such a Council.

It is the Advisory Commission's opinion tlat if legislation is en-
acted incorporating these five provisions, a number of sources of fric-
tion between the Federal Government and the States and local
government will be eliminated, while cooperative administration of
these grant-in-aid programs will be facilitated. We therefore urge
their adoption by the committee and the Congress.

Thank you very much for this opportunity.
(The attachments referred to follow:)

ADVISORY COMMISSION ON INTERGOVERNMENTAL RELATIONs, MAY 19, 1005, COZi-
MENTS ON SEOONs 221 AND 404 OF H.R. 6075

JUDICIAL REVIEW OF DETERMINATIONS OF THE SFCRETARY OF HEALTH, EDUCATION,
AND WELFARE REGARDING STATE PLANS FOR PUBLIC ASSISTANCE

At present, States have no appeal from decisions of the Secretary of Health,
Education, and Welfare declaring a State plan out of conformity with the So-
cial Security Act. The Advisory Commissionj in recommending provisions for
Judicial review, expressed the feeling that the lack of such an, ultiniate recourse
tends to hamper initiative on the part of the States and thus the development
of new approaches in the administration 'of public welfare programs., There is
ample precedent for judicial review in this type of program since there are
such provisions in at least 12 other present grant-in-aid programs administered
by the Secretary of Health, Education, and Welfare, as summarized in the
attachment hereto. In several instances, the provisions were included in
legislation recommended by the administration, as indicated in the attachment.

PUBLIO ASSISTANCE ELIOIJLITY OF MENTAL AND TUBEROULAR PATIENTS

Under the present provisions of the public assistance title of the Social Se-
curity Act, Federal matching funds are not available for patients in general
medical institutions as a result of a diagnosis of psychosis or tuberculosis or
those in specialized mental or tuberculosis institutions, except that Federal
matching is available for up to 42 days for the care of such patients in general
medical institutions. In making its recommendation for the removal of such
restrictions, the Commission felt that, particularly In the light of current medi-
cal practice, Federal matching should be available for needy mental and tuber-
cular patients as it is to other public assistance recipients. Furthermore, there
is increasing emphasis on the treatment of mental patients to the extent pos-
sible in general medical institutions near their homes. This approach to
treatment may include the transfer of patients in mental institutions to general
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medical institutions when the condition of the patient permits. The present
prohibitions in the act discourage such treatment. In fact, the 42-day limI.
'tation may result in the transfer of patients from general medical institutions
to mental institutibns, even though the patient's condition does no necessitate
such a transfer.

PROVISIONS OF FEDERAL ORANT-IN-AID PROGRAMS HAVING JUDICIAL REVIEW OF
ADMINISTRATIVE RULINGS

Program: Grants to States for practical nurse training.
Citaition and language: 20 U.S.C. l5co(d).

(d) (1) If any'State is dissatlsfied with the Commissioner's action un-
der subsection (c) of this section, such State may appeal to the United
States coirt of appeals for the circuit in which the'State is located. The
summons and notice of appeal may be served at any place in the United
States.

(2) The findings of fact by'the Commissioner, unless substantially con.
trary to the weight of the evidence, shall be conclusive; but tW6'court, for
good cause shown,*may remand the case to the Commissioner to take fur.
ther evidence, and the Commissioner may thereupon make new or modified
findings of fact andmay modify his previous action. Such new or modified
findings of fact shall likewise be conclusive unless substantially contrary
to the weight of the evidence.

(8) The court shall have jurisdiction to affirm the action of the Com-
missioner or to set it aside, in whole or in part. The Judgment of the court
,shall be subject to review by the Supreme Court of the United States upon
certiorari or certification as provided in section 1254 of title 28 * *

Litigation:, Nne.
Program: Area vocational education.
Citation and language: 20I.S.C. 15eee(d).
Language same as practical nurse training program above.
Litigation: None.
Program: Vocational education (administration recommendation).
Citation and language: Public Law 88-210, section 5(d).

(d) A State board which is dissatisfied with a final action of the Com-
missioner under subsection (b) or' (c) may appeal to the United States
court of appeals for the circuit in -which the State is located, by filing a
petition .with such court Within sixty days ,after such final -action. A
copy of the petition shall be forthwith transmitted by the, clerk: of the
court to the Commissioner or any officer designated by him for that pur-
pose. irThe Commisalner thereupon; shall file in the court the record of
the proceedings 'oh which he -based his action, as provided in. section 2112
of Utitle28, United States Code. Upon the filing Of such petition, the court
shall have Jurisdiction to affirm the action of the Commissioner or to set
It aside, in whole 7or in part, temporarily or permanently,, but until the
filing of- the record the Commissioner may modify or set aside his action.
The findings of the Commissioner as'to the facts, if supported by, substan-
tial evidence, shall be conclusive, but the court, for good cause shown, may
remand the case to the Commissioner to take further evidence, and the
Commissioner may thereupon make new or modified findings of fact and
may modify his previous action, and shall file in the court the record of the
further proceedings. Such new or modified findings of fact shall,like-
wise be conclusive if supported by substantial evidence. The judgment of
the court'affirming or setting aside, in whole or in part, any action of the
Commissioner shall be final, subject to review by the Supreme Court of
the United States upon certiorari or certification as provided in section
1254 of title 28, United States Code. The commencement of proceedings
under this subsectioni shall not, unless so specifically ordered by tho court,operate as a stay of the Colmissioner's action.

Litigation: None.
Program: Public library services for rural areas.
Citation and language: 20 U.S.C. 356.
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If the Commissioner finds after reasonable notice and opportunity for
hearing to the State agency administering or supervising the administra-
tion of the State plan approved under this chapter, that the State plan
has been so changed that it no longer complies with the requirements of
this chapter or that in the administration of the plan there is a failure to
comply substantially with the provisions required to be Included in the
plan, he shall notify such State agency that further payments will not be
made to the State under this chapter until he is qattfi,d that -there is
no longer any such failure to comply. Until he is so satisfied, be: shall
make no further certification to the Secretary of the Treasury w.th. respect
to such State: Provided, That any State or State agency is entitled to
judicial review in the United States district court wherein the -State or
State agency is located of any such withholding determination In ac-
cordance-with applicable provisions of the Administrative Procedures Act.
(June 19, 1956, c. 407,7,70 Stat. 295.)

Litigation: None.
Program: Library services and construction (administration

recommendation).
Citation and language: Public Law 88-269, sction 8.

(d) (1) The Commissioner shall not finally disapprove any State plan
submitted under this Act, or any modification thereof, without first

affording the State submitting the plan reasonable notice and opportunity
for a hearing.

,(2) If any State is dissatisfied with the Commissioner's final' Action
with respect to the approval of its State plan submitted under title I or
title II, or with respect to his final action under section 301, such State
may appeal to the United States court of appeals for the circuit'in which
the State is located, by filing a petition with such court within sixty.,days
after such final action. A copy of the petition shall be forthwith trans.
mitted by the clerk of. the court to the Commissioner or any officer desig-
nated by him for that purpose. The Commissioner thereupon shall file
in the court for the record of the proceedings on which he based his action,
as provided In section 2112 of title 28, United States Code.,

(3) Upon the filing of the petition referred to in paragraph (1) of
this subsection, the court shall have J~risdiction to affirm the action of
the, Commissioner or'to set it aside, in whole or in part, temporarily or
permanently,, but until ,the filing of the record the Commissioner may
modify or set aside his order. The findings of the Commissioner as to
the facts, if supported by substantial evidence, shall be conclusive, but the
court, for good cause shown, may remand the case to the Commissioner to
take further evidence,, and the Commissioner may thereupon make new
or modified findings of fact and may modify his previous action, and shall
file in the court the record of the further proceedings. Such new or
modified, findings of fact -shall likewise be conclusive If supported by
substantial evidence.

(4) The judgment of the court affirming or setting aside, in wh6le or
ir part any action of the ommissloner shall be 1nal, subject to review
by the Supreme Court of the United States upon certiorari or certification
as provided in section 1254 of 'title 2 8 t United , States Cbde. The com-
mencement of proceedings under this subsection shall not, unless so
speiflcally ordered by the court, operate as a stay of the Commissioner's
action.

Litigation: None.
ProgrTm: National defense education.
'Citation andlanguage: 20 U,8.'. 585.:

(a) If any State Is dissatisfied with' the Commissioner's final action
with' respect to the approval 6f, iti State plan submitted'under this Act,
or with respect to his final action: under section 584(c) 6f this title, 'such
State may, within sixty days after notice of such action, file in the' United
States district court for the district in whIch the capital 0f the State is
lbated, a petitl6n . to review such actioi,-''The' petition fot review' shall
(1) contain a concise statement of the facts upon which the aWppeal is
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based, and (2) designate that part of the Commissioner's decision soughtto be reviewed.
(b) Notification of the filing of the petition for review. shall be given

by the clerk of the court by mailing a copy of the petition to the Commissioner.
(c) No costs or docket fees shall be charged or imposed with respect to

any Judicial review proceedings, or appeal therefrom, taken under this Act.
(d) Upon receipt. of the petition for review the Commissioner shal1within' twenty days thereafter, certify and file in the court, the record on

review, consisting of the complete transcript of the proceedings before the
Commissioner. No party to such review shall be required, by rule of court
or otherwise, to print the contents of such record filed In the court..

(e) The; court after review may dismiss the petition -or deny the reliet
prayed for,- or may suspend, modify, or set aside, in whole or in part, the
action, of the Commissioner, or- may compel action unlawfully withheld.
The judgment of the court shall be subject to review as provided in sec-
tions 1291 and 1254 of title 28. (Public Law 85-864, title X, 1005, Sept. 2
1058,72 Stat. 1604.)

Litigation: Noone.
Program: School construction in areas affected-by Fderil

activities.
'itationIfnd language: 20 IV.S.C. 641.

(a) Whenever the Commissioner of Education, after reasonable notice
and opportunity for hearing to a local educational agency, finds (1) that
there is a substantial failure, to comply with the drawings and specifica-
tions for the proJect- (2) that any funds paid t9 a local educational agency
under this chapter have been diverted from: the purposes for which paid,
or -(8). that any assurance given In an application Is , not being .or cannot
be carried out,- the Commissioner may forthwith notify such- agency, that
no further )ayment will be made under this chapter with respect to such
agency until there is no longer any failure to comply or the diversion or
default had been corrected or, if compliance or correction is 'impossible,
until such agency repays or arranges for the repayment of Federal moneys
which have been diverted or improperly expended,

(b),The final refusal.0of the Commissioner to approve part or all ofany application under this chapter, and, theCommissioner's final action
under -subsection (a) -of this section,. shall be subject to Judicial -review
on the record, in- the: United States court of 'appeals -for the circuit in
which the local educational agency is located,. in accordance with the pro-
visions of the Administrative Procedure Act. c (Sept. 28, 1950, c, 995, 11,
as added Aug. '12, 1958, Public Law 85-020, title 'i, 101, 72 Stat. -54.),

LitigitionO ease, 46hool (ity f 'Gary v. Dertic''(C.A. 7,,195$9),93 F. $d 10., '"4" " . ''

Program: Vocatfoiai rehabilitation service for persons injured in industry
program.

'Citation and Language: 29 U.S.O.- 89(d).
(d) If any State is dissatisfied wit'the Secretary's action Under sub-

section (c), o 2t1his s0in tesghh State may appeal to'h cited States
district cout for the'dNrct'where the capital of such State Is' locatedand judicial rieve of -such action'shall be 'on the 'record, In accordance
with-the provisions of the Admin(itrative Procedure Acte.Litigation: None.

Program: Construction of hospitals and other facilities.
Citation and language: 42 U.S.C. 29IJ (b).

(d) If any State Is dissatiild with-,the Secretary's action under sub..der section 291h or 291W of this title,, -the' State agency through which the
application was submitted, -or If u#ny State. In. dissatisfied with the Surgeonn ral'action. under qqubseo_#on '(a) of this section, suc~i SFt ayapa
to the United Stfites court of appeals for tie. cIpcuit in which such, State Islocated. The summons and noti6 of appeal, may be served at any. place in
the united States. "The Surgeon General s~all fqrthwllh certify and Ole In
the court the transcript of the proceedings and the record on which he based
his actIon.
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(2) The findings of fact by the Surgeoh "General, unless' substantially

contrary to the weight of the evidence, shall be conclusive; but the cdUit, (or
good causo shown, may remand the case to' the' Surgeon '°Oe3eralto t ake
further' evidence, and the Surgbn, Geicral :may Ith reiip6o iake new or
modified findings of 'fict and knah !Iodify'his previous action, and shall
certify to-the court the tran'scilpt atd record of 'the further proceedings.
Such nei'or modified findings of fact shall likewise be conclusive unless sub-
stAntlally'contrary to the Weight of the evidence, - ' ' - ' , '

'(3) The court'shall have jurisdiction to affirm the ation of the Surgeon

General or to set' it aside, in whole or in part. The Judgient of the court
shall - be subject'to reView:by the Supreme Court of the United States upon
certiorari or certification as provided in Sections 346 and' 847 of title 28

'Litigation : None.
Program: Higher education facllitles.
Citation and lInguage. Public Law 88-204, section Ill.-

Szo. U11. '(a) If any Stat, t6 dissatisfied with the C0 fmissioner's final
action With reispet to the approval of Its State plan submitted under section
105(a) 'or with hiA final'action under section 110(b); such SAte may'appeal
to the United States, Court of appeals for the eircult 1A whicli SUl!h State is
located. The summons and notice of appeal may be served at any place
In the United-States. The Commissioner shall forthwith cerlft d'le in
the coOirt; the transcripfof the proceedings and the r~eod on which he based
his actioh. '

(b) The findings of fact by the Commissioner, if supported bystbstantlal
evidence, shall be concluoive; but the -court, for good cause sbown,tTpay re
mand the case to theComniissioner to take further evidence, and the om
missioner may thereupon make new or modified findings of face'and maW y
modify his previous action, and shall certify to the court the transcript and
record. of the -further * proceedings. Suh new or modified findnfig of fact
shall- likewise be conclusive if supported by substantial evidence.

(c) The court shall have jurisdiction to affirm the action of tle Oom.
missioner or to get it aside, io whole or in part. ,The judgment Qf the court
shall be Subject to review by the Supreme Court-'of the United States upon
c..rtlora~r or certification as provided in title 28, United States O!e, section

Litigation"::ron -  
' ' '

Program: Mental retardation facilities and community mental health centers
construction (administration recommendation).

Citation and language: Public Law 88-64, section 404., .
Sf-. 404. If thMe Secretary refuses to approve any applfcatioi foro a 'proj.

ee tsubmitted; under Sectton 185' or 205, the State agency through which such
Application was spbmitted,'or if any State Is dissatisfied With his actionun.
,der section 134(b). or 204(b)-or section 130 or ?0 such State, may appeal
tq ,the Unite. States curt-of appeal for the'circuit in Which such State Is
located, by fnlb$ a phtion with' such coUrt within sixty' days after such
actii*. -A'6 ci p of the petition 'shall be forthwith 'transmitted by the clerk
of the court to the Secretary, , or any officer.designated by him for that purt
POse. The. Secretary thereupon shall-file ! the court the Xecord of the pro-
ceedings on which he based his action, as provided In section 2112 of title
28, United States Code. Upon the filing of such petltion,'the court shall
have jurl*sdietoi:ato 'Afftiit the action of the Secretary or to Bet it aside, in
whole or In part, temporarily or perinane-dtly,? but until -the filing of -the

-record, the Secretary may moltfy or set .4side his order. , The, flndingq, of
the Secretary, as- to. the fact, -if sippDorteA byi substantial e'l1enc, shall be'
concfusive, but the court,' for good cUse showii, may remiuid t e case to the
Secretav.y tot tik fithe'r evidence, and the-feeretai'y:niay th reui~bn make
, new bf modified findings of fact'and, may , modify, his previous action, and
shall file in the court the: reco d of the. further proceedings. STch new or
-.n dlfed tpdinga of fact shall likewise be, conclu sie if upported by Sub-
staiintial evidence. The' judgnient" Of th' -court a farming or setting' aside,
n- ]i'whole o1 In'pai, iy action of th eeretry shall )e fial, 'subject to

'--review by the: Supreme Court of the United States upon 'certiorari or certi-
fication as provided In section 1254- of:'title 28, U41ted Statespode.• The
• pmmencement of rprocee lngs uppdr this section 0ha4l not,, unless so s Apecii.
ali ordered by the'6court, operate 'as a stay 'of the Secretary's ac[on.

Litigation: None. ,
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Program; Financial assistance to elementary and secondary education
(administration recommendation).

Citation and language: Public Law 89-10, section 207.
((a) If any State Is dissatisfied with the Commissioner's final action with

respect to the approval of its State plan submitted under section 203(a) or
with his final action under section 200(b), such State may, within sixty
days after notice of such action, file with the United States court of appeals
for the circuit in which such State is located a petition for review of that
action. A copy of the petition shall be forthwith transmitted by the clerk of
the court to the Commissioner. The Commissioner thereupon shall file In
the court the record of the proceedings on which be based his action, as
provided In section 2112 of title 28, United States Code.

(b) The findings of fact by the Commissioner, if supported by substantial
evidence, shall be conclusive; but the court, for good, cause shown, may
remand the case to the Commissioner to take further evidence, and the
Commissioner may thereupon make new or modified findings of fact and
may modify his previous action, and shall certify to the court the record of
the fu their proceedings. Such new or modified findings of fact shall Uke-
wise bo conclusive it supported by substantial evidence.

(c) !the court shall have Jurisdiction to affirm the action of the Com-
missioner or to set It aside, in whole or in part The Judgment of the court
shall be subject to review by the Supreme Court of the United States upon
certiorari or certification as provided in section 1254 of title 28, Uited
States Code.

Senator MCCARTHY. Thank you very much, Mr. Bane. I appre-
ciate your coming to testify.

I have no questions, Air. Bane.
Dr. William Camp, of the National Association of State Mental

Health Program Directors.

STATEMENT OF DI. WILLIAM CAMP, COMMISSIONER ,OF MENTAL
HEALTH, PENNSYLVANIA DEPARTMENT OF PUBLIC WELFARE,
REPRESENTING THE NATIONAL ASSOCIATION OF STATE MENTAL
HEALTH PROGRAM DIRECTORS

Dr. CAMP. Mr. Chairman, I appear before your committee this
morning on behalf of my colleagues, the directors of programs for the
mentally ill in the 50 States and the territories, to present facts which
we hope will persuade your committee to eliminate a discriminatory
provision in H.R. 667T, as passed by the House of Representatives.

However, before I discuss the one provision we consider to be dis-
criminatory against the mentally ill aged, I wish to acknowledge the
many provisions in the bill that are beneficial to the mentally ill and
retarded.

For the mentally ill and retarded this is a landmark bill, in spite of
its severe discrimination in title I.

We were especially gratified to see the House adopt and incorporate
in H.R. 6675 what we in the States have been calling for several years
the "Long-Carlson amendment." This provision (lt. 3 of title II)
removes the longtime exclusion of public mental hospitals as recipients
of Federal old-age-assistance benefits for treatment of the aged.

For years we have supported the often lonely fight made on this
issue by two of your most distinguished committee members, who over
many years and in many instances, back home in their States, and
here in Washington, have proven to be genuine friends of sufferers
from mental illness-Lenator Russell Long, of Louisiana, and Senator
Frank Carlson, of Kansas.
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We also note with gratification the extension of grants for imple-
mientation of mental retardation planning. In most States this, too,
is a program administered by our members.

Another outstanding feature of H.R. 6675 is part I of title II
which provides $325 million in new grant money for various child-care
pillu, include mentally retarded children.

I all, this is tru a outstanding piece of proposed legislation as
far as the mentally ilfand retarded are concern.

We do, however come before you with one grave reservation, which
we hope in the wisdom of this committee will be corrected.

I speak of the discriminatory language on page 24 of the bill, whichrohbits benefits to aged persons treated in a mental hospital.
Mr. Chairman, my initial statement will be brief and I hope you

will put questions to ne, reflecting whatever doubts exist in the minds
of the committee members, so that I may have an opportunity to dispel
in open discussion whatever unspoken or unwritten suspicion exist
concerning treatment of the mentally ill aged in mental hospitals.

I say "unspoken or unwritten" because, while payment for cam of
the mentally ill aged in a mental hospital is specifically forbidden
under part A of the "Health Insurance' section ("Hospital Insurance
Benefits for the Agelld") we can thus far find no statement, no facts,.
no argument by either branch of Congress in justification of such
discriminatory action. i

We find(oily that, in lieu of coverage in tho logical plaee in the
bill-that is part A--"Hospital Insurance Benefits'-- ited benefits
&ire allowed for treatment of a mentally ill aged person in a mental
hospital in anotherr part of the bill. We.find that mental hospital
benefits are available only if an aged person has signed up for the
"Volufitary Supplementary Plan" (pt. B).

Thus, under part B, for $3 a month out of his pocket the aged
person gets a limited amount of mental hospital protection. Whereas,
at no cost, he gets extensive hospital coverage under part A for any
organic illness; that is, any illness that is not mental.

The House of Representatives, neither in its committee report nor
in floor debate, saw fit to explain the reason for these severely re-
stricted benefits and discriminatory action against the mentally ill
aged.

Unlike your action, Mr. Chairman when the directors of State
mentl health programs petitioned the house committee for an oppor-
tunity to ap ear and present the facts on mental hospital treatment
of the aged, tat request was denied.

SThus we come before you today with our first opportunity to raise
the question of discrimination against the mentally ill in H.R. 667,
but without knowing the congressional basis for this discrimination.

We can only ask, in view ol the foregoing, that the discrimination
be removed.

It is our recommendation that your committee delete from H.R.
6675 the'language beginning on line 24 of page 66---"Notwithstanding
the preceding" * *#_ and so forth, and ending on line 8 of page 67.

The foregoing language is a sentence that discriminates akais the
mentally ill by excluding from the definition of "Hospital" (see.
L861(e)), "any institution which is primarily for the care and treat-
mnent of mental diseases * * * "

1045
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Mr. Chairman, let's review several sets of facts in connection With
treaitmeit of the mentally ill aged in public mental hospitals.

1. The 278 State mental hospitals, supervised by the members of
our association, treat more mentally ill aged than any other hospital
system in the country-perhapS th1e world.

2. It is not true-despito long-held notins--that the menthlly ill
aged cannot be quickly (within 30 to 60 days) restored to family and
community. They can.

3. It is not true that in our State mental hospitals today a newly
admitted aged person is most likely to spend the rest of his life in that
hospital.

4. It is a fact that when the dollars and personnel are available and
the aged mentally ill are submitted to intensive treatment they respond
in almost the same proportions as persons of other ages.

5. It is also a fact that in many of our State hospitals we are caring
for aged who do not belong there.

Many of the aged caf-d for in State hospitals are not, strictly
speaking, mentallyy ill." Frequently they are persons who need med-
ical utteh'tion-but not necessarily in a menta hospital. These per-
sons can be treated or cared for in specialized geriatric facilities. .We
are not proposing that benefits be availib!e under part A ("Hospital
Insurance Benefits") for treatment of persons who do not belong in
public mental hospitals. 6

Now, having established certain promises (on which I would be
most happy to have you interrogate me) let me take a moment to
discuss with you just two or three typical programs in the States for
care of the mentally ill aed.

In Baton Rouge, La., Cohe 3aton Rouge Mental Health Center, under
tho direction of Dr. Bill Addison, has under active treatment an
average of 80 to 120 aged mentally ill. Many of these persons are
severely psychotic.

Few of these persons ever become hospitalized as inpatients (that
is, requiring 24-hour bed care).

On an average Dr. Addison may have to send five or six of these
patients into full-time hospital 'care. The others are treated Within
00 days and live at home.

The important point here is that the aged mentally ill treated at Dr.
Addison's center respond to intensive treatment in tho same proportion
as 43-year-olds or 28-year-olds.

They do not automatically become "custodial" cases as so many
ill-informed people suppose.

The same kind of evidence can be obtained at Southeast Louisiana
State HoSlital (at Mandeville, La.), where Dr. Tom Fulmer provides
intensive tretment for the aged mentally ill and gets them back to
their homes in New Orleans as fast as patients 30 years younger. The
concept that mentally ill persons should be discriminated against
because they are "aged" is incomprehensible to these two distinguished
State hospital physicians.'

Here is a verbatim reAort from the director of the Department of
Mental Health for the State of Oklahoma- describing a now program
he has initiated for mentally ill aged in two of his State hopitals.
This brief report, by Albert Glass, M.D., was prepared especially for
submission before your committee.

t
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At two of our hospitals, we have established-

this is quoting from Dr. Glass-
intensive diagnostic and treatment units for admissions who are 65 years and
older.

Theag patients represent, by and large, a mixture of the physical disease
aspects of growing old, and the psychologleal-usually depressive-aspects of
aging, and the socioeconomic difficuties involved in the aging process.
We have found that If a strong effort 1i made, particularly to hold on to the

family and accomplish remedial work on patients such as relief of malnutrition,
anemia, cardiac decompensation, control of diabetes, removal of cataracts, or
any other amelioration of disease, many of these patients can be returned to
their homes within a 3-month period.

At times, if surgery is needed, the time period may be somewhat longer-4
or 5,months.

A number of the elderly patients have such severe physical Illness; that Is,
vascular disease of the brain, heart, etc., that they require mainly physical
nursing care. Thee patients are referred to nursing homes In their community.

A time difficulty Is often Involved In hiany of these cases because they or their
families are unable to afford a private nursing home. For this reason, such
cases are submitted to the department of public welfare for eligibility under
old-age Assistance which requires a good deal of time.

Inboth of these pilot projects, If we could have eliminated the time difticulty
of placement in nursing homes, three-fourths of total admissions could be dis-
charged from the hospital either to their own homes or to nursing homes within
the 8-month period.

In a few instances, death occurred within the first 8 months.
In brief-

and this is Dr. Glass of Oklahoma speaking-
it is our firm belief that 75 percent of geriatric admissions, either because of
active treatment and/or nursing home placement, could leave the State mental
hospitals within a 3-month period.

In a report made only a few days ago the Mental Health Oommis-
sioner for North Carolina, Eugene Hargrove, M.D., focused on the
very problem we are discussing here today-that is: discrimination
against the mentally ill aged.
Dr. Hargrove says:
Many of the geriatric population do not really belong In a State psychiatric

hospital. They are not mentally 111. *
He oalls these patients "nsplaed persons."

Dr. Hargrove then makes the point that with more Improved medi-
cal and neurological evalkiation of in-coming geriatrio patients and
with more improved intensive care treatment and rhatl tation pro-
grams for the aged -it is possible to drastically reduce the length of
stay of aged patients in mental hospitals.

Dr. Hargrove cites the new tmetment programs at Dorothea D x
State Hospital at Raleigh, N.C., and how they have speeded up the
return of aged persons to their homes and oomInunities.

Dr. George Ulett, the Director of thelDvision of Mental Disease
for the State of Missouri, reports tflhat at the Malcolm'Bliss Mental
Health Center, whili is a State hospital in St.. Loui, the average stay
of patients over 65 years of age has been 44 days.

These patients had lben provided intensive treatment..
Mr. Chairman, each of th0e50 States could tell you in great detail

of its programs for successful treatment of the mentally ilflaged. Be-
cause of my time limitations I have cited only a few.

Every State is making enormous pto'res in this direction--all the
more reason why we should not bo dmstiminated against in H.R. 6675.
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First of all--giant seps are bing made everywhere to shift from
State i.utal. hospitals the geriatric patients who do not belong there
but who are now ,there for a multitude of reasons that have little to
do with mental illness.

For example: a recent study by 'the M1%eaf 1Health Department in
the'State of G(orgia showed t hiat out of 8,048 aged State Ientat h0s.
pital patients, 1,220 should be in nursing homes or specialized geriatric
hospitals. They are not mentally ill.

The old notion that a State mental hospital provides custodial care
1or aged perons with a variety of physical and sociall problems is
pass. ,The States all acknowledge this.

And this notion should not be erptuated by a discriminatory pro.
vision in part I (a) of title I of HKl&J6.

Seconi--in the State mental hospital programs great sides are
being taken to prOvidde intensive treatment. for aged who are mentallyill.

And whero this is being done the a-gd are being returned to their
communities, their homes, their' jobs with the same speed as any other
agegroup.

A in, this is a reason not to discriminate against. treatment of thesep _LTo. ., t. ,

It is our estimate that the'aged can be given'intensive treatment in
the State mental hospital programs for $17 per day.

In the case of an intensive day treatmtent pirograni like that run by
the Baton Rouge Mental Healtht Center, where very few of the aged
Persons. ever receive inpatient treatment, the cost. would average
few dollars a day.

Each yeak there are 27,000 first admissions of persons over 65 y irs
of ageto Statemental hospitals.
, If each one of these new admissions were eligible for beiiefits under
H.R. 6675 and were treated and discharged after 44 days-th' average
treatment period at the Malcolm Bliss State facility in St.,Louis, Mo.-
then the cost would be $748 per patient, or $20 million for all the
mentally ill aged new admissions to State hospital in 1 year..1 How-
ever, low as that figure is--compared to the estimated $2 billion for
the "Hospital insurance" or "Ba io plan" program in 1967.-4he actual
cost of coverage will be'much lower.
The reasonfor this is: Under section 1881 (pp. 87-68) of H.R, 6665,

"D1efiniftioh of Ser'vics," eligible patients ca be treated only inhos.
pitals accredited by the Joint Commission on Accreditation of Hos-
pitals. In the United States there are only 85 public mental hospitals
"accredited" with a total of 215,286 beas.

The cost figure I just cited was based-on the total number of public
mental hospitals in the United Stats-275-with about 500 000 beds.
However, 27 States do not have any accredited public mental hospitals,
and most other States are only partially accredited at this time. .... .

Thus, under the most. liberal estimates, it is unlikely that the ex-
penditures under parti (A) for treatment of the aged- mentally ill
in public mental hospitals, would exceed $10 million annually..Mr. Chairman, this is not an excessive figure when compared to the
whole program you are considering.

Mr. Chairman, we have present here certain facts and evidence
which we hope will be given sympathetic attention by yourcommittee
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Perhaps in its wisdom your committee Will, as a result, perceive that
H.R. 606, as it now stands discriminates without justification against
one group of sick aed-that i s the mental Y1tll.

The mentally ill Aged aro being successfully treated and-rapidly re-
turned to their homes. And they are so being beneficially treated hi
public mental hospitals.

Tire cost of such treatment will not be an excessive addition to the
hospital insurance program.

For these reasons, we hope that you will strike from H.R. 0676 the
unfair language contained in lines 24 and 25 on page 66 and lines 1
through 8 on, pge 6Y.

That concludes my statement for the National Association of State
Mental Health Program Directors.

Mr. Chairman, with your permission I Would like to intr Adice a
sheet of interesting material from the 9tate of Delaware bearing on
this same question into the record. I will not read this material, but

'it shows that the average hospital stay in mental hospitals as reflected
in Blue Cross claims f6r mental and nervous illnesses in Delaware in
1964 was 41.7 days for the aged 65 to 74, and only 86,8 days for the
aged 75 andup.

Thank yo-iuMr. Chairman, very much.
(The information ref err to follows:)

Delaware Blue troSn mental/nervoue claims by type Ot hufflutou 1964, 1nurr",
all ceritfloatea

NumW Pernt Actual 'PeroleIthl
of c of total stay

1. In mental l itutions:
Age class:

24...................................60 ILT 43.6...... 06%..
28o3 4............... .. ...................... so I 408..........
36to44 .................................... 115 241 41.8 ........
4, to 6............................... 108 21.8 40 ........
6 to04 ................................. 62 110 44.0...
0to74 ........................................ 34 7.1 41.7 ... ".......
7 aud up ................... 6 9 ft

S .............................. 478 10k 0 41.8 4f.
in ll t.tUutLo ...................................

...... .::.. .: . . . . . . ..

Senator MCCAmthY. Senator Douglas?
Senator DOUaLAs. No questions,
Senator VcOARiaY. "te estimates that you give are the number of

beds in public mental hospitals.
Do' you have w estimates or count as to the number of beds that

might be available in nonpublic mental hospitals or are none of them
accredited V

'Dr. CAMP. No; several of them are accredited. I cannot give you
the figure today, Mr. Chairman.

Of course, it is very, very much lower tian that,
smiator fCCARTHY. I assunie there are two reasons for this exclu-

sion: on%, the costs and the other the fact, as ;you say, that 27 Staes
do not have an accredited mental hospital. I suppose those same
States probably do not have accredited nonpublic or private hospitals.
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Dr. CAmP. That is Iargqly true.
S Senator MVAiy, I assume thiswould be the Ieason for provid-

ing' bneflts for the- a d mentally il) person in half the States and not
in the other half 6f the S ttes,

D. QAXtp QUite possit e.
Senator MCCA'RTHY. Thank you very much.
Dr. CA1JP, Thank you.
Senator McCARrYn-. Mr. Paul 1Banihnrt.
All right, you may proceed.

STATEMETOF ? AUL BARNHART, efSULTING AOTUARY

Mi'. BARSAliAT. Mr. Chairman and Senator Douglas, my name isE. Paul Bar;)hart of St..Loulis, . I aman independent health in-
surance actuary known nationallS' as a professional expert in the
health insurance field.1i render act.uarial 'services both to inlaiirance carriers .and also to
cofsumers, such as labor unions aid employee welfare plans.

I am not here to tetify as a xepresentative of the health insurance
business, or of any Other speiflI interes> the people I seek to repre-
sent are millions of Americans who are raready protectWd under life-
time health insurance programsi of on kind or another, 1 1,

I am convinced, after c.refiil analysis of H.R. 6675, that unless
amendments are made in this bill, it willicause massive harm and in-
justice to millions of Americans who are now covered by lifetime
voluntary plans. Toet me be quite clear that I do not testify in oppo-sition to the bill as such; my purpose is rather to urge your consid-
oration of certain amendments which, In my professional judgment,
will correct serious defects in the bill as now written.

H.R. 6676 will seriously damage the legal rights and equities which
millions of Americans have acquired in privatelealth insurance plans,
operating as a penalty on the prudence of all these people.

The reason for this is that duplication of existing hospital and
medical expense protection will be created on a mammoth scale by the
enactment: of the bill. Not only does this represent a fantastic public
waste, but it will cause actual harm of massive dimensions. If our
Nation is' to achieve the goals our President has set before it, it cannot
afford such vast waste and damage.

First., the bill threatens to destroy the very real financial equity that
every -person has who has owned, for several years, a lifetime guar-
anteel health policy with pinium rates based on his oitiginal age of
purchase. This is a real equity, which can We roughly measured by
tie difference in the rate still beingptid, based on the pclicyholder's
original age, and the premium that would be payable if the person
boght the same plan today, at his present age.

Let me I illustrate, using the rates of an actual comprehensive life-
time plan which pays benefits up to as high as $20,000, after deduct-
ible for almost any khindof necessarymedical expense and is guaran-
teed renewable forlife. I

For a man and wife at. the husband's age 25, the cost, of this plan
is $9.85 monthly, about $5 monthly for each person.

At original age 50 it becomes $20.08, about $10 monthly for each
• person.
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At original. age 05 the rate is $27.81, about $14 monthly for each
person. -By the time the husband reaches (5, therefore, a couple who
bought their insurance at ag 50 have acquired an equity which is
worth, each and every month, the difference, as compared to issue

6 0, or about $8 per. ihoith; more than $90 every year. For a hus-
band originally age 25 at time of purchase, the equity by the time he
attains age 05 is worth $18 each month, or more than $215 every year.

11.1R. 6(75 jeopadlizes the legal guarantees and financial e cities
of these millions of policyholders, because it forces -them either toabandon policies in which they have faithfully' invested premium pay-
ments, many of them for years, or else to continue payment for policies
which are in large measure duplicated by a Federal program.

Many of tiese people have comprehensive coverage which is easily
superior to the b-neffts provided under the bill. If these Americans
are force to abandon these volmtary plans, they can only revert to a
Federal plan that will give less protection than they already have.
Nearly all comprehensive plans cover private nursing, drugs and
medicines outside t h (Ispital, and go far beyond the 60 days of hos-
pitalization provided under the bill.

Many plans provide a 100-percent rate of overae for surgici and
medical expenses, which are to be covered only atan 80-pect rate by
the supnlementory plan in the bill. Many plAils apply no deductible
to hospital expenses, which under the bill will b subjee to a $40
deductible, or to doctor benefits, which under the biil'are to basubject
to a$P0 deductible.: Wh!i~le abandonmet ' of such existing volun grms will
not .reprent soial pro ess, It will be the wi-14tlind of social
regrfesson, all the more distasteful because It is unnecesry,
r Co68sider further the grossinequity that. results from te fact that
the bl **ore these _lionli of lifetime poioies As I've said, no
allowance is made in the 6ill for the oubsfantial equity these people
have a cumulated in tleir contracts. It doeS the same thing for themthat it does f r the pe,i who 'hs never invested one cent in health
insurance.* This is manifestly unfair. .et me draw an Outrageous
parallel.Suppose I have deposited $20 every month in a saving account and
have now saved $2,000. My neighbor, Mr. Jones, has never saved a
peiy. Then Congress enacts a jawtl,*I ch c6nfiscates eery dime of
my savingsacount. But I am told ti velax, because the,06vernment
willnow deposit $1,500 back into my account and also set up a $1,500
account for Mr. Jones. I am told I have not been hurt; istead Sir.
Jones has be.i helped.

The inustice V this absurd arrangement is obvious and the Ater-
ican public would be outraged at such a law. Yet this is exactly the
sort of inequity that. the bill creates. Equities built u) th rough years
of prmium payments under individual lifetime polioles are rended
worthless, while everyone, age 65 or over is offered the same Federal
plan on the same terms, in many instances less comprehensive than
What is so'unjustly replaced.

A similar situation exists for persons covered under lifetime retire-
ment provisions of group policies. Some moiniths ago I developed such
a plan for the employees of a large Texas corporfion. They now
enjoy comprehensive retirment medical coverage, broader by far than

47-140-O5--pt.29--84
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H.R. 6675, at a monthly cost of only $2.50. Those people gain nothinR
from-the bill, because it would cost them $3 per month just to enroll fol

•the supplementary lain. And what about their employer? He h
voluntarily shouldering most of the cost, bit this bill offers him n6
relief at all from the additional taxes he must pay for a duplicating
though less adequate, Federal plan.

The vast duplication which the bill will create is in direct conflict
with the progress made by the States in combating wasteful duplica.
tion which enables many persons to profit from multiple coverage,
Now model antiduplication legislation has recently been developed by
the National Association of (State) Insurance Coinmissioners. But
if H.R. 6675 becomes law, without some changes, the Federal Govern.
ment itself will more than undo all'that the States have gained, create.
ing overnight the most extensive duplication of coverage we've ever

The bill is tragicAlly at fault in completely and unju stly ignoring th6
contractual, legal rights and equities that more than 50 million Amer.
leans of all ages have in insurance contracts providing some kind of
lifetime benefits. It is a duty of government to protect the people in
the maintenance and exercise of their legal rights under private
ccontracts.

But this legislation represents an unjustified attack on a massive
scale by the Federal Government against the legal rights and contrac-
tual equities of literally millions of people. If rights and equities
.under millions of legal contracts of healt insurance can be thus im.
paired by Government today, what other legal rights and values will
be assaulted by unjust legislation in a different realm tomorrow ?

Now, what changes will convert the bill into sound and constructive
legislation? The time allowed for verbal testimony does not permit
-me to cover this in detail, so I have prepared a written supporting
statement describifigtho amendments I recommend to your committee.

Briefly I propose that the optional supplementary benefits package
'be deleted, and' in its place a different kind of option provided.

The supplementary plan should be deleted because this optional
provision, for which enrollees must pay a premium, serves no clear
purpose which cannot be achieved by voluntary private insurance, and
-merely injects the Government into unfair, subsidized competition
against private plans. The provision, moreover, is confusing, and
those who are eligible will need to be educated to the fact that only
,part of thq program is automatically provided under payroll-tax
financing. Those who enroll will benefit from a subsidy which will
be lost to others who, through ignorance, misunderstanding or un-
willingness or inability to pay premiums, do not enroll. Any medicare
plan which is really justified should be a unified, single plan under
payroll-tax financing.
. The kind of option that should be in the bill is one permitting any
erson coverd under a group or individual lifetime plan to continue

his voluntary plan in lieu of coverage under the Federal benefits. He
would still pay the tax but upon electing to continue in a voluntary
plan he would receive a Federal subsidy toward his premium payments
after age 65, having a value equivalent to the value of the benefits
.under the Federal plan.
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Such an option is actuarially sound if properly administered as

described in my supporting statement. This would make the bill a
constructive. piece of legislation, helping those who need Federal as-sistace, while also encouraging the continued expansion of voluntary
lifetime plans ind at the same tune protecting the people in their legal
rights and equities under voluntary policies.

Let me digress briefly, Mr. Chairman, from the prepared text to
strongly emphasize this fact. My proposed amendment will result in
greater net benefit to the public at less eventual cost and without in-
justice to those now covered under voluntary lifetime plans. I have
not consulted at all with insurance organizations or with representa-
tives of the medical profession as to their views on this recommended
amendment because I wanted to present independent, unprejudiced
testimony expressing only my own professional opinion.

I assume that those now opposed to H.R. 6675 in its entirety will
remain opposed even if this amendment is included,

However, I am certain they will remain opposed only temporarily.
Eventually I think they will change their mind% and because of this
amendment will eventually become favorable to this legislation. The
amendment I suggest will do abetter job for the public, and eventually
also gain support, in my opinion, from doctors and from insuring
organizations.

Thank you, Mr. Chairman, for your courtesy in hearing me.
(The attachment referred to follows:)

RIomm NDFD AMENDMENT TO H.R. 6675

Delete the "Voluntary. 8uplementary Plan" provided in the bill and substitute
the following optional program:

I. "Qualified" voluntary plans would be recognized under the law as follows:
Any individual policy which is guaranteed renewable for life, .or any group

certificate in force under a guaranteed continuable retirement provision of a
group master policy, which provides benefits equal to or greater than the follow-
Ing minimum benefits:

(a) Benefits in the aggregate amount of at least $750 for any one Injury or
illness. Such minimum $750 may be allocated in any reasonable manner, provided
that:

(1) Daily hospital room and board allowance must be at least $10;
(2) Daily hospital room and board must be covered at least 81 days;
(3) At least $100 of ancillary hospital services must be covered.
(b) It the plan has a deductible, the minimum $750 aggregate benefit of item

(a) is increased by 8 tiMes the.amount of such deductible (e.g., with deductible
of $50, t he miniitim aggr4gte beneflt becomes $1,160).
(o) Covered expenses qualifying toward the minimum aggregate may include,

in addition to hospital room and services coverage, any of the following: sur-
geons' and doctors' expense, nursing care, nursing home and convalescent home
care, diagnostic expense, drugs and medicines.

(M) A qualified plan may not contain any "impairment exclusion" which ex-
cepts coverage with respect to specified impairments or histories of covered
persons and which would apply after July 1,1966.

II. (a) Any individual eligible for benefits under the law will be entitled
to make an election at one time only to be covered under one or more.qualified
voluntary plans.. If heilator chooses to withdraw from the qualified program,
he may reenter the Federal program but may not thereafter elect again to be
covered under a voluntary program.

(b) When such an election of a voluntary plan is made, the individual will
make such request'through the voluntary carrier. Such carrier will notify the
Social Security Administration, supplying (1) an affidavit that the plan is
"qualified", and (2) information as to the amount of premium, which must be
on a monthly payment basis.
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111. (a) The Social Security Administration will render premium payments
in behalf of eligible persons electing coverage under "quAlified" plans.

The Administration will subsidize such payments up to $10 monthly per eligible
person (the apprqxlmate value of the basic plan in H.R. 6075). Any excess ot
the premium over $10 per person will be deducted from monthly Social Securlty
pension checks, or otherwise charged against whatever old age assistance or
other program covers the individual.

(This method will assure that the plan does not lapse and will give equivalent
Federal aid to both Federal plan and voluntary plan enrollees.)

(b) If the qualified plan is a group retirement plan of an employer, the .e.
ployer will be entitled to monthly P..C.A. tax credits each month equal to the
difference, if any, between $10 per person covered and such lesser amount as is
charged to each covered retired person, but in no case shall the employer recover
more than his actual share of the cost of the plan.

Example: A group retirement health expense plan is provided under a con.
tribution rate of $4 per month per person. Total cost exceeds $10 per month.

The Social Security Administration pays the plan the full $4 per month per
person contribution rate ($8 for man and wife) and in addition the employer
is granted a further monthly credit against his F.I.C.A. tax of $6 per month per
person ($12 for man and wife).

This proposed amendment is actuarially sound. It will minimize and stabilize
the cost to the Federal Government, because in every case where persons elect
voluntary plans the Government's share Is specifically limited. Excess costs ar6
borne by the voluntary carriers. Even if the remainder who elect the Federal
plan should eventually, prove to be only utnisurable persons who cannot obtain
voluntary coverage, the Government's cost is still minimized, since the Federal
plan would cover such persons In any case, with or without the proposed
amendment.

The possibility of persons repeatedly electing to transfer back and forth between
Federal and voluntary plans, in order to maximize their benefits under various
circumstances, is eliminated by the strict rule as to number of electionss.

The definition of "qualified" plan is flexible, thus allowing a wide area of
competitive variation among carriers and permitting qualification of any reason-
able plan of coverage. The law should avoid rigid definitions of qualification.

Senator MCCARTHY. Thank you very much, Mr. Barnhart.
I am sure you know that the same points you have raised, namely

equity and jUstice and the charge of confiscation, that all of these were
raised by the private insurance people when, social security was
proposed.

Mr. BARNHARr. I was not aware from what, I had read in trade
journals and the press that this particular point'had been raised.

Senator McCARmY. Essentially the same arguments were made
against social security: that is was confiscatory; that is was denying
the equity of people who had been saving monusy-and investing in a
retiement program; that it would discourage thrift on the part of
people. None of those. fears have been borne out in 30 years of history
of social security. .

Mr. BARNHAIIT. You are refering to the original social securitylegislation. ' ..
-enator MCCArTHY. That is right.
Mr. BARNIIART. Well, I think this is very essentially different, be-

cause now we are talking about the reimbursements for charges for
medical careand here you have a direct duplication, you see, of cover-
age which I do not think you have if you are merely providing cash
pension benefits.

Senator MfCCARTHY. Well, you don't have any policy of not selling
more than one medical or health insurance policy to the same client,
do you? A man can be insured in three or four companies.
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Mr. BARNHART. Most companies do not do this deliberately. For ex-
ample a person may become covered under group insurance and then
hewill buy an individual poy.

Senator McCARTJY. If a man comes to your company, you don't say,
"Have you got another health insurance policy With another com-
pany?' and if he says he has, you don't say, "We don't want you to be
auplicating this."

Ur. BARNHART. Of course I don't represent one company but most
of the ones I have worked with will ask this question and then endeavor
to underwrite -

Senator MCCARTHY. Will they suggest that they will not sell him
two?

Mr. BANIHART. Many will say, "You are not eligible under our
plan because you are covered in another."

Senator McCARTHY. You are assuming that people are largely pay-
ing for these benefits, so it is not such a serious matter if they do receive
more in return in the way of benefits under an insurance program than
their actual costs, if they had paid for it.

Mr. BAINJAmrT. Well, this has been a problem, I think, very specifi-
cally recognized by the National Association of Insurance Commis-
sioners, that even though paying for duplicate coverage is definitely
a social evil because it permits certain people to profit from duplicate
collection of benefits, and those who pay the costs, of course, are the
premium paying policyholders.

Senator M cCARTHY. You assume, though--at least as you work it
out on an actuarial basis-that each man you cover is making his
contribution: that one man gets sick and the other man doesn't.

Mr. BARNHAyrr. Well, in spite of this, I think it. is almost universally
agreed that nonduplication provisions are highly desirable and basi-
cally necessary in insurance legislation. Both on a group and individ-
ual basis, the National Association of Insurance Commissioners has
now adopted antiduplication, you know, recommended antiduplica-
tion, legislation to prevent this overlapping of coverage.

I might say that my argument is not here intended to suggest that
the Federal plan would discourage thrift., All I am trying to point
out here is tlat there would be a discrimination between people who
have chosen to invest in lifetime plans and those who have not, and
the effects of the bill would be to'impair or destroy their equity.

It isn't a matter of discouraging their thrift. It is a matter ofactually in during their equity.
Senator MCCAnTraY. How does it destroy their equity?
Mr. BARNHAiR. Because since th .e will now, you see, become eligible

for the Federal plan, they will be faced with te alternative of either
abandoning the plan in wvhikh they have invested premiums or also
continuing to carry it in duplication.

Senator MCCARTHY. They will be better off than, they were before.
It seems to me the argument you are making is this: If you have A
and B, that you would prefer to have A be relatively better off than B,
than to have both A and B be absolutely better off but to have the
gap narrowed.

Dr. BxnHircr. Well, I don't think both A and 13 wotld be. abso.
lutely better off, because in many cases A, the man who is now insured,
would be abandoning his one plan.
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Senator MoCARTHY. Why would he bandon it if what we ar pro.
posing it not as'good as What he has got? This.would be a mistake
on his part, but it woJild not be our fault.

. Mr. BANH . Because he may feel that because of the subsidy o"
the fact that the basic plan-
Senator MCCARTHY. Yes, he might "feel "but we can't tpke respon.i

sibility for that. It is not built into the law that we are proposinq'.
Many people buy, the wrong insurance.

Mr. BA1iNi RT. It is not built in but I think' it would be a44
inevitable result of the law, and I think that the committee should try
to avoid this if at all possible.

Senator MCCARTHY. Thank you very much. DO you have any
questions, Senator ?

Senator GoRE. No.
Senator McCARTHY. The next witness is Mr. Coleman.

STATEMENT OF RALPH P. COLEMAN, JR., PRESIDENT, REVIEW
PUBLISHING CO.

Mr. COLEMANQ My name is Ralph P. Colenian, Jr., of Jenkintown,
Pa. I am president of Review PublishingC6., a publisher of financial'
periodicals, and of Review Management Corp., manager of an invest-
ment trust.

May I complifilent the Senate Committee oi Finance on its decision:
to hold public hearings on social security bill, H.R. 6675. Such 't
decision shows clear recognition of the historic implications of the bill
and a deep respect for the democratic process which makes such
hearings possible. •

It is highly appropriate that it is the Committee on Finance that is,
conducting deliberations on H.R. 6675. For at heart, the proposed
social security amendments represent a radical reshaping of the per-
sonal finance of millions upon millions of U.S. citizens, both living
and unborn, and of medical/health institutions throughout the Nation.
As Senator Carl T. Curtis pointed out in floor debate in 1964 this
program "will be permanent." The Senator succinctly commented:"Every time we add to the social security system, we set in motion
something that will continue into the future."

I have carefully read and reread H.R. 6675, il 296 pages of it, and
the thing that haunts me is the "open end" nature of the financial obli-
gations to which the bill commits the Federal Government.

It is a cruel playing with words to describe title I-health insurance
for the aged and me ical assistance--as representing simple amend-
ments to the present social security system. True the social security
structure would be used to collect the taxes for the proposed health
insurance program. However, there are vast and vital differences be-
tween the present social security system and the proposed medicare
program in that area which has equal fiscal significance with that of
collecting the taxes for' the program. That area is the "outgo" side
of the ledger-the financial payments whieh must be made rom .the
proposed Federal hospital insurance trust fund.

No less an authority than Representative Cecil R. King, cosponsor
of the King-Anderson medicare bill, has freely admitted in his intro-
duction of the bill on January 4, 1965, that "Social security hospital
insurance would have no fixed dollar benefits that get out of date."

1056



SOCIAL SECURITY

That definition may sound fineto the recipients of such benefits but
for those Qf us concerned with the financing of such benefits it pre-
sents a situation fraught With the greatest of dangers.

Put another way, what .Representative King, is saying is that his
hospital insurance- proposals make payments on the basis of services
rendered rather than on the basis of fixed cash payments. That makes
medicare vastly different,_in kind, rather than degree, from Old-Age,
Survivors and Disability Insurance with its precisely developed sched-
ules of fixed dollar payments to recipients.

The sustained and unremitting advance in hospital -costs in recent
years was clearly substantiated by medicare's senatorial sponsor, Sen-
ator Clinton P. Anderson, ,vho noted on January 6,1965, in introduc-
ing bill S. 1 before the Senate:

uSince 1946, the average cost for one day of hospital care has risen
from $9 to nearly $40."

By the Senator's own figures, that represents an increase of 344
percent in less than 20 years.

Now, consider carefully the deadly combination of factors which
makes the cost components of the proposed medicare's hospital care
programs so utterly incalculable.

On the one hand, we have proposed a program that recognizes no
dollar limit on its expenditures and that pays only for services ren-
dered. Now let's look at the services rendered. They are hospital
and medical services that are according to such experts as Senator
Anderson and the Advisory Council on Social Security, among the
most rampantly. inflationary segments of the entire consumer price
structure in the United States. And there seems to be ample evidence
that this inflationary price trend in medical costs will continue into
the foreseeable future.

I submit, gentlemen, that this represents a situation laden with the
seeds of financial disaster-the Federal Goverinent convenanting
with its citizens to provide them with benefits of a highly personal
and necessary nature and being uncertain in the extreme as to what
those benefits will cost. It is simply* beyond the ken of even Federal
experts to know just how many people will utilize the services of the
proposed hospital insurance program; and how many days of service
and types of services which these people will require.

A greater demand for hospital/medical services, which would cer-
tainly be unleashed by MR.". 6675 becoming law, is bound to sharply
increase the costs of all medical and hospital services, when one con-
siders the relatively static supply of such services. As prices for hos-
pital services continue to rise one must recognize the possibility of
pressures from both the Federal Government and the beneficiaries of
medicare for governmental price control over medical services andsuV plies. .

n his statement issued on January 5, 1965, entitled "Hospital In-
surance for the Aged- The Conservative Approach," Hon. Wilbur J.
Cohen, U.S. Under Secretary of Health, Education and Welfare,
commented:

The Social Security financing system is based on the Idea that the individual
will contribute part of the cost of his protection. It thus stresses contributory
participation against the "free" or general revenue or welfare approach em-
bodied in the Kerr-Mills program.

1057



SOCIAL 'SECURITY

Yet: in H.R. 6675, the very bill that Mr. Cohen's Department .en
dorises, we have an uinparalleled example of: th1 "free' or ge neii
revenue approach which is' completely contradictory to the6 basic
principles of social security. I refer'to, that section of H.R. 6670
which would p-ovide benefits for about 2 million aged persons n6t
covered by the present social security insurance program and whose
benefits would be financed entirely -by appropriations from general
tax revenues.

Section 103 is completely candid adnd nerousin admitting to hos
pital insurance benefits anyone not el~gb for social security-tenefits
The requirements, as I understand them, are rather simple. He mu)st
be 65 years of age; he must be a resident of the United States and a
citizen; or he must be an individual who -has resided in tie United
States continuously during the past 10 years. My reasoning from the
latter provision would be that aliens who have been in the country for
10 years or more would be eligible for the same hospital insurance
benefits as U.S. citizens. Surely no alien should be entitled to health
insurance benefits if 'he has not at least formally petitioned for U.S.
citizenship.

Section 1801 of title XVIII-Health Ihsurance for the Aged-L'
entitled "Prohibition Against Any Federal Interference." The sec-
tion reads:

Nothing in this title ball be construed to authorize any Federal officer or
employee to exercise any supervision or control over ,the practice of medicine
or the manner in which medical services are provided, or over the selection,
tenure or compensation of any officer or employee of any Institution, agency, or
person providing health services; or to exercise any supervision or control over
the administration or operation of any such institution, agency, or person.

Even a cursory reading of H.R. 6675 will reveal the total hypocrisy
of this section. Without attempting to catalog the scores ol specific
instances, the following examples are offered in support of my strong
belief that H.R. 6675 will result in truly sweeping Federal Govern-
ment advances into the very vitals of the American medical profession
and the related institutions which serve the health needs of our Nation.

Section 1802 gives a Strong portent of things to come:
Any Individual entitled to Insurance benefits under this title may obtain

health services from any Institution, agency, or persons qualified to participate
under this title.

And who does the "qualifying" of such institution agency, or per-
son I Primarily, the Secretary of the Department of Health, Educa-
tion, and Welfare, aided by various "accrediting groups," such as the
Joint Commission on the Accreditation of Hospitals. It is rather
illuminating to learn that fewer than half of U.S. hospitals are ac-
credited and that of tho 20,000 nursing homes in the United States,
only 500 are hospital affiliated.

What a vast arena for the Federal Government to discriminate be-
tween those institutions which it feels are "qualified" and those which
are not qualifiedd".

What of the potential power of the Health Inmirance Benefits Ad-visory Council, all 16 members of whom would be appointed by the
Secretary of HEW, who would receive up to $100 per day, who would
meet "as frequently as the Secretary deems necessary;, and whose
purpose would be "advising the Secretary on matters of general policy
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in the administration of this title (Health Insurance for the Aged)
and in the formulation of Regulations inder this title."

What of the potential power of the National Medical Review Com-
Inittee, all nine members of whom would i appointed by the Secretary
of HE , who would receive up to $100 per day, and whose purpose
would be "to study the utilization of hospital and other medial care
and services for rvhich payment may be made under this title with
a view to recommending any clianges which may seemdesirable."

Are we naive enough to believe that any of the individuals serving
on these two powerful bodies could be any person who disagreed with
the Secretary of HEWI With the Secretary of HEW doing all of
the appointing that would appear to be a very unlikely development.

Certainly, some provision should be made so that representatives
from such- recognized professional groups as the American Medical
Association and the American Hospital Association would be, auto-
matically entitled to serve on the Advisory ,Counil and the Review
Committee, such representatives to be elected or appointed by. the
associations rather than to be appointed by the Secretary of HEW.

The crucial, central role of the ,Secretary of HEW in the future
medical/hospital life of the Nation underHR. 6675 is made crystal
clear in many sections of the bill such as section 1815:

The Secretary shall periodically determine' the amount which would b paid
under this part to each provider of services '(hospital, extended care facility,
home health agency) with respect to the services furnished by it, and the pro-
vider of services shall be paid, at such time as tha Secretary believes appropriate.

In regard to the recipients of health insurance benefits the Secretary
is in an equally commanding position as evidenced by section 1869:

The determination of whether an Individual is entitled to benefits under part A
or part B shall be made by the Secretary in accordance with regulations pre-
scribed by him.

Surely if this doesn't make of th4 Secretatrv of HEW- a medical
czar it atleast makes of him a medical crown prince.

The coercive character which is integral to th: successful operation
of a bill so broad and so deep as H.R. 66Th is most 'ramatically
delineated in the relationship of the Secretary of HEW to the various
States concerning "Grants to States for medical assistance programs."

The authoritarian "comply or else" position of the HEW Secretary
in regard to the development of such programs is shown in section
1903(6) : .

The Secretary shall not make payments under the preceding provisions of
this section to any State unless the State makes a satisfactory showing that
it is, making efforts in the direction of broadening 'the scope of the care and
services made available under the plan and in the direction of liberalizing the
eligibility requirements for medical assistance, with a view toward furnishing,
by July 1, 197, comprehensive care and services to substantially all individuals
who meet the plan's eligibility standards.' .

Here is a plain case where the HEW Secretary "cracks the whip"
and the States "jump" or lose the Federal payments which would be
a key part of their medical assistance program s.

I believe there is something extremely monopolistic and possibly
illegal about section 1842(b) (1) which concerns the use of carriers,
such as Blue Cross, for the ad ministration of benefits under the pro-
posed Supplementary Health Insurance Program for the Aged (part

3). This section reads:
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Contracts with carriers under subsection (a) may be entered Into without
regard to section 3709 of the Revised Statutes or any Other provision of law
requiring competitive bidding.

I understand by this section that the Secretary of HEW can simply
decide to give to a carrier of his choosing large administration con.
tracts without going through the competitive bidding procemi which
has been devise over the years as the fairest way known for the Fed.;
oral Government to deal with private groups bidding for public
business. I believe such an exemption is contrary to governmental
concepts which prohibit monopoly and foster free competition, as
exemplified by the antitrust laws.

Finally, I must deplore the fact the passage of FI.R. 6675 would
represent another giant step toward centralization of more and more
of our national life in Washingt n. Hospital and medical care is a
very personal type of relationship. As such, regional and local pat-
terns of living must be observed if such care is to be most effective.
Ways of doing things and of grouping people in hospitals and nursing
homes that might be completely satisfactory in one part of the coun.
try, with its particular set of customs and mores, might cause difficult
social relationships if applied in other sections of the Nation where
the customs and mores are different. But H.R. 6675 makes no pro-
vision for varying local and regional traditions-it will, in effect,
"nationalize" all hospital care-at least for the aged-to one concept
and one standard developed in Washington.

In view of the antagonisms and strife that have been fermenting in
our Nation for many years in the area of human relations I think sober
consideration should be given to any Federal proposals that would
accelerate rather than inhibit such fermentation.

Thank you for your kindness in listening to my comments on H.R.
6675.

Senator GORE (presiding). Thank you Mr. Coleman.
This concludes the public hearings on tihe bill.
The committee will commence executive consideration of the bill

on Tuesday, May 25.
We stand adjourned.
(By direction of the chairman, the following is made a part of

the record:)

STATEMENT OF NATIONAL, PHARMACEUTICAL COUNCIL, IN0., NEW YORK, N.Y.

(Submitted by Newell Stewart)

Mr. Chairman and members of the committee, The National Pharmaceutical
Council, Inc., is an organization composed of 25 companies engaged principally
In the manufacture of prescription drugs. It was created to assure the public
of high-quality pharmaceuticals by promoting optimum professional standards
at the manufacturing, distributing, and dispensing levels. The council adheres
to the principle that the physician's prerogative to perseribe a precise drug for his
patient be held inviolate, and one of its aims is to assure proper methods and
procedures so that a patient will receive the specific drug or brand of drug that
is ordered by his physician.

The council respectfully urges that (1) the definition of the term "drugs" and
the term biologicall" as presently set forth in section 1800(J) of S. 1 be changed
and (2) the provisions concerning the determination of cost of services in section
1809(b) be amended for the reasons and in the manner set forth below.

It is the firm belief of the National Pharmaceutical Council that legislation
should not interfere in any way with the practice of medicine or the manner in
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which medical services are provided. Sec don 1801 of S. 1 recognizes this principle
by stating:

'Nothing in this title shall be const.ued to authorize any Federal officer or
,employee to exercise any supervision or control over the practice of medicine
,or the manner in which medical services are provided * * * or to exercise any
supervision or control over the administration or operation of any such hospital,
-facility, or agency."

The National Pharmaceutical Council further believes that a corollary of
this principle is that a physician's determination of the drug to be administered
to his patient should be made on the basis of what he believes to be the best,
specific medication for his patient and not by the predetermined availability of a
,limited number of drugs listed in a compendium of drugs or selected by a
committee of other physicians, nor should the physician's determination of the
drug to be administered be influenced by the amount of reimbursement to be
made to the provider of services.

For these reasons the council urges that'section 1800(j) be changed to read as
Follows:

"(j) The term 'drugs' and the term 9biologicals', except for purposes of subsec-
tion (g) (5) of this section, include such drugs and biologicals as are ordered
or prescribed by the attending physician on the medical staff of a hospital having
an agreement in effect under section 1810"' and that section 1809(b) be amended
by adding the following words immediately following the first sentence of this
section which ends with the word "agencies"; "Except as provided in subsection
(c) (1) of this section, costs for items or services furnished a patient shall be

,deemed to be reasonable if they are ordered or prescribed by the patient's physi-
clan for medical reasons, and if such costs do not exceed the amount customarily
.charged by the provider of services to persons not subject to this title."

FKDF NATION OF CITIZENe AsOCIATIONs OP TIME DisTmior OF CoLUMBIA

(Submitted by John R. Immer, President)

The health committee of the Federation of Citizens Associations on February 23,
1065, voted unanimously in expressing opposition to medicare for the aged
under Social Security because its members-only one of them a physician-
believe that under this sort of regime medical care would be extremely costly
and would unnecessarily Increase payroll deductions far beyond current rates.

It believes that under State and locally administered programs, with Federal
'help, those actually in need would be better served and the quality of medical
service would be better. It therefore adopted the following resolution:
"Be It Resolved That the Federation of Citizens Associations of the District of

I-Columbia does support and approve the bill H.R. 8727 Introduced by Congressmen
Herlong and'CurtIs and known as the eldercare bill, for the following reasons:

"1. No elderly person needing health care shall be denied because of inability
to pay.

"2. It is appropriate that Government revenues be used to finance health care
when other resources have been found to be inadequate.

"3.' Every level of government--municipal, county, E!tate, and Federal-should
assume a responsible share in financing such programs.

"4. The health care provided by the programs should be adequate and should be
-equal In quality to that available to those who can pay.

"5. Maximum use should be made of voluntary prepayment and insurance
mechanisms.

"0. Administration of such a program should be the responsibility of State
governments. Participating States should be required to meet adequate stand.
ards of administration in order to qualify for Federal funds.

"7. Eligibility requirements for benefits should be fair, realistic, uncomplicated,
and practical.

"8. Any such health care program should provide funds only and not direct
services.

"9. Funds for such programs should come from general tax revenues and not
from Social Security."

Approved by the federation February 25.1965.
Dr. EDWARD A. KANE,
HANSON T. PznluNS, M.D.,
Cocharinen, Health OoGaniittee.
Mrs. EOWARD B. Mowros, Heoretary.



1062 SOCIAL SECURITY

TEXAS ACADEMY OF GENERAL PRACTICE, WARRANT COUNTY CHAPTER, FORT WO'TU,
TEX., IN OPPOSITION TO COMPULSORY SOCIAL INSURANCE MEDICINE

Whereas in June,1061 the American Medical Association House of Delegates
passed the Bauer statement which reads as follows:

"The House of Delegates believes that the medical profession will see to it
that every person receives the best available medical care regardless of his ability
to pay; and it further believes that the profession will render that care according
to the system it believes is in the public interest; and that it will not be a willing
party to implementing any system which we believe to be detrimental to the
public welfare."

Whereas it has become apparent that compulsory social insurance medicine
will be a part of whatever omnibus health care or social security bill is offered
this Congress; and

Whereas the built-in controls in any such system would make hospitals,
patients, and physicians subordinate to the Secretary of Health, Education, and
Welfare; Therefore be it

Resolved That each of the members of the Tarrant County Academy of General
Practice is urged to refuse to be a party to any such regimentation; and be it
further

Resolved That the membership is also urged to call this resolution to the atten-
tion of colleagues, hospital administrations, and the public.

Passed in regular meeting March 17, 1965.

ASSOCIATION OF MINNESOTA INTERNISTS RESOLUTION AND LETTER

MINNEAPOLIS, MINN., March 24, 1965.
Senator WALTER F. MONDAY,
U.S. Senate, Vashfington, D.C.

DEAR SENATOR MONDALE: Thank you very much for your thoughtful reply to
my letter some time back in reference to the proposal on national health legisla-
tion by the Association of Minnesota Internists. You may be interested to know
that the House of Delegates of the American Society of Internal Medicine (the
society is comprised of 8,000 physicians) wholeheartedly approved our resolution
even though it was accused by one member of being socialistic (I am sure you
are aware it is not a program for socialized medicine even though It does contain
a comprehensive proposal for health care for catastrophic illness for the entire
population). We now face the difficult task of getting our proposal accepted
by the American Medical Association which, as you know, is committed to the
support of the so-called eldercare bill. We do feel our proposals, frankly, are
superior to either or both the Herlong-Curtis and the King-Anderson bill, and
although it is obviously true we are extremely late with our proposal, we still
feel that we would be amiss if we did not try. We will be extremely grateful to
you if you will ask your colleagues in the Senate what they think of our proposals,
and let us know their suggestions. We feel we are in an unusual position to help
influence medical opinion, but before we embark on an intensive program of so
doing, we want to be sure that our proposals are workable.

Sincerely,
0. E. LINDEMANN, M.D.,

chairman, Medical Lafton Committee,
Association of Minnesota Internfets.

RESOLUTION 1, ASSOCIATION OF MINNESOTA INTERNISTS To lIE PRESENTED AT THE
1965 ASIM NATIONAL CONVENTION

Whereas legislation is presently pending in the Congress of this Nation which
will, if passed into law, drastically affect the practice of medicine; and

Whereas the overwhelming preponderance of practicising physicians In this
country have indicated their dissatisfaction with some principles embodied in the
aforesaid legislation; and

Whereas the Association of Minnesota Internists embarked on a program of
evaluation of national health legislation approximately 9 months ago, for the
purpose of proposing action on the part of ASIM during 1965: Therefore, be It

Resolved, That the American Society of Internal Medicine proceed, with the
utmost diligence, to formulate Its own policy as to national health legislation,
with such policy to embody all parts of the following recommendations which,
after additional careful study on a national level, are proven to be workable in
solving the Nation's health problems.
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RECOMMENDATIONS

1. National health legislation policies can be soundly formulated only through
careful correlative studies, involving, at the very least, representatives of the
Goverenment, the insurance industry, and the medical profession. Because of
this, it is deemed advisable that-

(a) Representatives of ASIM seek liaison with interested individuals in other
fields related to the problems concerned In the further development of all im-
portant concepts.

(b) The American Medical Association encourages the study and formulation
of ideas on the matter among members of the profession. Because of this, the
American Society of Internal Medicine has the unparalleled opportunity of using
Its unique concentration on socioeconomic matters toward solving the biggest
problem of the medical profession during the 20th century. Once formulated, the
findings and conclusions of ASIM should be submitted to the governing bodies of
the AMA in a timely manner, in order that organized medicine can utilize what
is meritorious therein In presenting its case to Congress and the American people.

(o) It is specifically recommended that Members of Congress be enjoined to
hold a national conference on health legislation, with representatives from all
Involved groups present, prior to the passage of any pending legislation on health
insurance, in order that such can embody the experiences of each.

2. Whereas the target of most national health legislation proposals has been
those Americans over an arbitrarily selected age, the real problem created by
the advances In medical science consists in the overwhelming costs of protracted,
severe illness wherever it may strike. In order for a solution to this problem
to be truly effective, it cannot direct its efforts toward a part of the problem; it
must seek to protect all Americans when catastrophe strikes. As a consequence,
ASIM should depart from the existing pattern, and seek a national policy of
medical insurance for all who fall victim to overwhelming medical expense.

3. In a like sense, there is no wisdom in affording protection in situations where
need is nonexistent. Doing so would be open invitation to overusage. There is
no evidence that, in the United States, there Is a need for Federal legislation
to provide for medical expense coverage for either short-term medical care, or
for the ordinary routine care of the common chronic illnesses. The indigent are
covered by existing Federal and State laws, and, if any such need exists, it can
most efficaciously be taken care of by extending them. New health legislation
should be directed toward major medical expense alone, and ASIM should pursue
:such a direction.

4. At the present time, private health inmrance is available which protects
its beneficiaries from medical expenses beyond a minimal deuction and up to
maximums of $10,000 to $15,000. Such coverage would appear to characterize
the real needs of the American people generally.

While it is not within the province of a group of physicians alone to set the
-deductible amount which the overwhelming preponderance of Americans could
sustain in f short time, such a figure would appear to be between $0 and $500.
Coverage of the above type, for a family of two adults and two children, covering
.an illness for a period up to 3 years, would cost the average wage earner about
1% percent of his monthly income.

Since the goal of this program is to include all people, some of whom may not
be eligible under existing coverage through private insurers, the Government
must assume some fiscal responsibility for collection and distribution of premiums.

5. The relationships between the degree of governmental regulatory control of
medical facilities and medical costs has a long record of direct proportionality.
Because costs of government at all levels are approaching their limits of tolerance,
and because medical expenses on a national basis could severely aggravate such
a condition, it would appear to be sound policy to limit the role of the Federal
Government to that minimal one commensurate with success of the plan. In our
opinion, this role would include the following:

(a) In order to get all people into the program, it appears necessary tat sub.
*scription be compulsory. The Government is best equipped to accomplish this
through the use of the income tax agencies. Along with tax payments, payments
can be made for health insurance. The simplest method of allowing individuals
to procure their own insurance thereafter would appear to be the return to the
taxpayer (or income tax return filer) of a certificate from the Internal Revenue
Bureau, which he could use to procure his choice of private major medical insur-

;ance. As will be seen later, such a choice can be of considerable importance in a
plan covering citizens of all ages.
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(b) A special fund, perhaps labeled as the "tax insurance fund," would be set
up nationally as a depository for health insurance payments made to the Govern.
ment, with premiums paid from such funds to insurance carriers as health plail
certificates are turned in by them. This fund would be under governmental
control. It seems 'possible that, during an initial adjustment period, money
from the general fund would be needed as supplements to the tax insurance fund,
until experience ratings determined the true costs involved. After an experience
period, the tax increment paid by individuals would equal the value of certificates,
plus ant additional amount needed to cover insurance company losses In providing
such coverage.

(0) In turn, private insurance companies participating in the program would
establish a reinsurance pool amongst themselves. This pool would be ad.
ministered, collectively, by them, and the companies, Individually and collec.
tively, would report to and share In the experience of the- reinsurance pool on
all coverage provided Under the proposal.

If benefit payments plus expenses of the private insurers, as reflected in the
operation of the reinsurance pool, exceed the premiums collected, the Government
would subsidize the reinsurance pool from moneys held in the tax insurance
fund (or taken from the general fund). As experience under the program
emerges over a period of years, the individual contribution level would be
adjusted to reflectthe actual benefit costs plus administrative expenses Incurred
in providing the coverage.

6. In order to prevent overutilization of medical service after payment of the
initial deductible amount, it would appear wise to include a coinsurance feature
in all coverage. Such a feature would entail payment by the insured of a small
part of additional costs. How such payments should be applied might best
await the development of this concept by insurance experts. As an example,
however, the individual might be expected to pay 20 percent of the cost of the
first thousand dollars; 10 percent of the cost of the next thousand, etc.

7. Coordination between the compulsory major medical program and other
aspects of private health Insurance as presently established Is a factor of con.
siderable significance in the formulation of such a program.

(a) Private industrial corporations have already established extensive group
health insurance plans for their employees. Wherb such plans exist, major
medical premiums under the above plan can be used to supplement them: either
by extending such coverages or otherwise.

-(b) By combining compulsory major medical with other types of coverage,
private carriers could continue to maintain a competitive relationship with each
other, to the public's benefit.

8. From the standpoint of what medical services would be included In the
coverage of major medical insurance, a number of factors are of importance.
These include the following:

(a) It would appear reasonable to cover charges by qualified physicians, both
In the hospital and out of it. This is true because-

(1) While most office charges would be unlikely to exceed the deductible
amount, followup care after discharge from a hospital would be in excess
of the deduction.

(2) Under currently existing private health care plans, there is an un-
deniable waste, due to the fact that hospitalization occurs so that patients
may be covered by their insurance. Were coverage for office charges to
be a part of such plans, the public would be saved the cost.

(3) There is a real possibility that, If Government-sponsored and other
insurance plans were to cover the hospital but not the office, private prac-
titioners would be forced to forfeit income to hospitals, and patient care
would degenerate through substitution of the hospital-employed doctor for
the private physician.

(b) Hospital and nursing home care, which comprise the greatest expense
among modern medical costs, would necessarily be covered .under the plan.

(o) Home nursing care, properly supervised and developed, can readily serve
as a means of precluding hospitalization. They should be Included and en-
couraged as part of the health care plan.

(d) The costs of drugs and appliances prescribed by physicians outside of the
hospital should probably be included In the plan, though such might well need
more careful study and regulation than other aspects of care.

0. Utilization review boards, on a hospital staff basis, are becoming a significant
factor In the practice of medicine, and are a healthy development when kept
within the profession, whether connected with Government-sponsored health
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insurance or not. They should be developed within the profession, and cannot
logically include lay people, who cannot judge the merit of medical procedures,
and, therefore, could only add confusion to the functioning of such groups.

10. In strict contrast provisions in pending legislation in Congress provide for
granting certain powers of discretion as to utilization to the Secretary of IHBW
and, through him, to State health agencies. They also provide for the creation
of a Hospital Insurance Advisory Council to assist the Secretary. It would
appear that such powers and appointments are both inadvisable and unnecessary
under our proposed plan for the following reasons:

(a) The primary purpose of national health legislation at this time is to
alleviate financial disasters to people created through medical expenses. There
is no indication that existing regulations, within the profession and outside of
it, are not adequate for the policing of the care doctors are giving their patients.

(b) If overutilization is a matter for consideration, a serious look at its
presence or absence in Government-sponsored institutions should serve as a
guide to the capabilities of Government agencies in this regard.

(o) The presence of a deductible amount and of a coinsurance clause in
Government-sponsored health coverage, such as is recommended in our pro-
posal, is far more effective in curbing overutilization than are Government
boards and councils devoted to this matter.

11. Summary: The prime target of national health legislation should be de-
termined initially before such legislation is passed into law. It is our contention
that this target must be the amelioration of financial disasters, following in the
wake of catastrophic illness, and that previously recommended concepts have
been aiming wide of the mark. Our recommendations have been made with the
thought of covering the need, the whole need, and nothing but the need. It is
our opinion that, if such a policy is adhered to, in any consideration as to health
legislation, the public welfare will be maximally benefited and minimally harmed.

GEo. A. HORMEL & CO.,
Austin, Mirnn, April 8, 1965.

Re H.R. 0675 (medicare).
Senator HARRY F. BYRD,
Chairman, Senate Finance Comtittee,
Senate Office Building ,Waefthigton, D.O.

DFAu SENATOR BYRD: This bill, as reported out of the House Ways and Means
Committee, contains a provision which we regard as unwise. We bring the
matter to your attention since, after passage by the House, the bill will doubtless
be considered by your committee.

As you know, the present social security law provides for the payment of
benefits to coverd individuals who have been disabled for a period of 0 months
and who are determined to be permanently disabled. H.R. 6675 would make
these payments available without any determination of- permanent disability.

Our company, through union negotiation, has made provisions to pay disabled
employees 70 percent of base pay for up to a full year. Other companies have
similar provisions. In fact, in the packing industry generally benefits of this
nature are payable for a period of time equal to 2 weeks for each year of service.

After the first 6 months of disability, if an employee is able to receive not only
70 percent of his base pay but also disability pay under the social security system,
he has almost no incentive to return to work. In our view this is a most un-
desirable result. It could be avoided completely by the maintenance of the
present requirement of a determination of permanent disability before the em-
ployee becomes entitled to disability benefits under the social security law.

We urge your careful consideration of this particular proposal to change the
social security law. We think it is a far-reaching change, the full implications
of which are easily overlooked.

Yours very truly,
I. J. Hor-ToN, Secretary.

TnE PAOE MILK CO.,
Merrill, Wis., April 10, 1965.Senator HARRY F. BYRD,

Senate Office Building, Washington, D.O.
DEAR SENATOR BYRD: It has come to our attention that a provision was

inserted in H.R. 6675 in the House Ways and Means Committee without public
discussion, and probably without too much information being released in regard
to it. I have reference to the liberalized definition of "total disability".
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As I understand this matter, the new H.R. 6075 provides that disability pay.
ments may be made to an insured worker who has been disabled for at leas, u
calendar months, even though there is every reason to' believe that he will
recover In the reasonably near future. I believe the provision also is such that
the disability paydients would be made to him even though the disability arose
out of employment and he was being paid workmen's compensation.

Aside entirely from all other aspects of H.R. 6675, I would urgently request
that you and your committee take action to remove this measure liberalizing
this total disability but, at the very least, I would urge that disability benefits
not be applicable where the worker receives workmen's compensation benefits.

I would further raise the question about the provision in this bill as to who
determines the disability and how and when determination can be made at the
end of disability.

In summary, this provision in the bill provides an undesirable liberalization of
permanent disability, distorting it entirely out of reality. The provision opens
the door to a very dangerous dual-benefit situation, which can result in greater
incentive to the employee to malinger and, at the same time, it can result in
serious weakening of State workmen's compensation law as we know it today.

Again, I would urge that you and your committee remove this provision from
the bill while it is before you.

Yours very truly,
GOo. B. PAGE.

AssOCIATED BABY SERVICES, INO.,
New York, N.Y., April 12,1065.

Re: Section 803, H.R. 6675
Hon. HARRY F. BYRD,
Senate Offleo Building, Washington, D.C.

SI: The above section relative to disability benefits should be eliminated
unless workmen's compensation benefits are offset against disability benefits
under the social security program.

The amendment would create two "monsters," one of idleness and one or
unnecesarily increased payroll tax and insurance costs to be borne by the
employer.

The loss of incentive to return to work on part of the disabled person which
would surely result from receipt of benefits in excess of his normal net pay
would be a great loss to the community.

Very truly yours,
RIOHARD H. KRAKAUP, Controller.

DovER, OHIO, April 11, 1965.
Senator HARRY FLOOD BYRD,

Washington, D.C.
DEAR SENATOR: As the long-standing watchman over our purse I wish to make

a few comments to you regarding the current health bill.
First of all I see no need for governmental aid even to people over 65 unless

they are in need. As treasurer of a local nonprofit hospital of about 150 beds
I know that already about 70 percent of people over 65 have provision made
for their health needs through Blue Cross, insurance, or workmen's compensation.
And at least until the cost is indicated by a trial on those who need help, I
feel we should go slow lest we undertake something that will cost too much.

Secondly, ns treasurer of a hospital I am concerned with the solvency of
hospitals under the current plan. Unless payment to hospitals covers deprecia-
tion, obsolescence and something for bad bedts as well as direct costs, the hos-
pitals will be in trouble. Depreciation-as hospitals must be constantly rebuilt.
Obsolescence--because with the rapid changes in medical technology equipment
must be dropped and new purchased to properly serve the public. And part of
tMe bad debts--for with individuals having to meet the first $40 of $50 of the
bill, hospitals will stand a loss on much of that amount. A substantial part of
hospital loss is from inability to collect the small balance due from Blue Cross
patients, and the difference between the patient's insurance and billed charges.

Also consider how the bill would affect people carrying Blue Cross to cover
his family when the patient is over 65, but wife and children younger.

Very truly,
THOMAS L. KANE,

Treasurer Union Hospital Board.
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CAMBRIDGE, MASS., April 13, 1965.

Sevator HARRY FLOOD BxRD,

Chairman, Senate Committee on Finance, Senate Offiee Building, Washington,D.C'.

DEAR SENATOR BYRD: I am writing to you with regard to H.R. 6675 which
passed the House of Representatives a few days ago. The following comments
tre on H.R. 6675 as Introduced by Mr. Mills. I am assuming that the bill
passed by the House is essentially the same as that which was introduced by
mr. Mills. I would like to comment on two titles: (1) amendments proposed
as new title XIX entitled Grants to States for Medical Assistance, pages 124-
146; and (2) title II of H.R. 6675, Other Amendments Related to Health Care.

NEW TITLE XIX: GRANTS TO STATES FOR MEDICAL ASSISTANCE PROGRAMS, PAOES
124-146

In general may I say that I am glad H.R. 6675 does extend medical assistance
to children and families that come under "aid to families with dependent chil,-
dren"-title IV of the Social Security Act--as well aa the aged, the blind, and
the disabled. Since returning to my native State °of Massachusetts, I have
had an opportunity as chairman of the Massachusetts Committee on Children
and Youth to learn a good deal about what happens to children under the
Social Security Act programs. We are making some pilot studies in two areas
of the health supervision and medical care that are received by children and
It Is our intention in the not-too-far-distant future to make more extensive
studies Iii this field. I am, however, convinced that much can be done to
Improve the scope and quality of the health supervision and medical care
provided for these who are some of our most deprived children.

One of the major problems, as I review the situation here and elsewhere
in the country, is that programs In most States do not provide for a well-
worked-out organized program and plan of providing health supervision and
medical care for these families. Until such an organized program is developed
In each State to which the mothers of these families can turn for advice and
help whether their children are well or sick, it is not to be expected that good
preventive care, as well as good treatment, will be made available.

I am writing to you now to urge you to make appropriate amendments to
proposed title XIX of the Social Security Act-Grants to States for Medical
Assistance programs-that will assure that responsibility for the administra-
tion of medical assistance programs to persons receiving public assistar.ce
under the Social Security Act will be placed in the State department of public
health. This will, I believe, require amendments to section 1902 of the pro-
posed title XIX (pages 125-129) of IH.R. 6765.

Specifically, I am not satisfied that the provision of section 1902(a) (5) Is
the best method of administration of a medical-care program for people recelv.
lug public assistance under the Social Seourity Act I would recommend that
a new subsection be substituted that will "provide that the State Department
of public health shall administer or supervise the administration of the State
plan for medical assistance." This would mean that each State health depart.
ment would administer this program and (as provided In section 1902(a) (9))
would "provide for the establishment or designation of a State authority which
shall be responsible for establishing and maintaining standard& for private
or public Institutions in which recipients of medical assistance under the plan
way receive care or services."

If the State departments of public health are established as the State agencies
to administer the State plans for medical assistance, provision should be made
in the bill requiring the State departments of public welfare (or other State
departments that now administer titles I, IV, X, XIV, or XVI) to certify to
the State department of public health for medical care all persons receiving
public assistance or general relief under these programs. I believe that all
other eligible Individuals (not on public assistance) who are unable to pay the
costs of medical care should be In a position to apply directly to the State
depart ment of public health for their medical care.

I am not satisfied that the provision under section 1902(a) (4) at the bottom
of page 125 and the top of page 126 for "utilization of professional medical
iwrsonnel in the administration and, where administered locally, supervision
of administration of the plan" would be a sufficient safeguard for the provi.
sion of high-quality medical care to the recipients of public aslstance. If tis

47-140- 65-pt. 2-35
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program of medical assistance Is to be of high quality, its direction and super.
vision should be in the hands of medical authorities from the top administrator$
down to the localities where care Is given. It Is for this reason I think that
the State departments of public health should be given the full administrative
responsibility for these programs.

Since the public assistance titles of the Social Security Act are under the
administrative authority of the Secretary of Health, Education, and Welfare,
It would seem to me quite possible that he could work out appropriate respon.
sibilities for the Public Health Service, the Children's Bureau, and the Bureau
of Family Services for the administration of this medical assistance title of
the act. 'The Children's Bureau has the know-how with respect to mothers
and children and the experience in administering from the Federal level pro.
grams of medical care; the Public Health Service has much information and
knowledge with regard to the'medical needs of the aged; the Bureau of Family
Services has the past experience of providing the financing for medical care
of the aged through the MAA program and the other public assistance titles.
Clearly the Public Health Service and the Children's Bureau together could
prepare appropriate programs and methods of administering this proposed new
medical assistance program.

TITLE II: OTHER AMENDMENTS RELATING TO HEALTH CARE

Part 1: Maternal and child hcalgh an crippled. children's services (pp. 146-151)
Section 201 and section 202.-I am in entire accord with the provision to in-

crease the authorization for appropriations for maternal and child health
services and crippled children's services. I am also in accord with the proposal
that these services be extended within each State with a view to making them
available by July 1, 1975, to children in all parts of the State.

I am assuming that this latter provision for the statewide extension of the
services will call for a clear definition of what these services should be. It
seems clear to me that the Secretary under his power to make rules 'and regula-
tion should outline the standards for "maternal and child health services" and
"crippled children's services" giving their scope, extent, character, and quality
of service expected.

I note that in sections 201(a) and 202(a) the language originally proposed
to make the authorization for the appropriation for these two services open
ended has been deleted and a ceiling of $60 million for the fiscal year ending
June 30, 1970, and succeeding fiscal years substituted. I do not believe that
such a fixed amount Is compatible withthe provision for extending the services
to children In all parts of the state by July 1, 1975. If the latter provision Is
to be Implemented, and I hope It will be, then the authorization for appropria.
tons will have to be open ended.

Section 208.-Training of professional personnel for the care of crippled chil-
dren. I am In entire accord with this-proposal.

Section 204.--Specific project grants for health of school and preschool
children (pp. 149-10$).

On page 151, lines 6 to 13, there is a condition that says, "* * * and no such
project for children and youth of school age shall be considered to be of a com-
prehensive nature for purposes of this section unless it includes (subject to the
limitation in the preceding provisions of this sentence) at least such screening,
diagnosis, preventive services, treatment, correction of defects, and aftercare
as may be provided for In regulations of the Secretary." I do not understand
why this condition Is limited to children and youth of school age and omits
preschool children. I would like to suggest that an insert be added to page
151 that says, "and preschool children."

Part 2: Implementation on mental retardation planning
I'm happy that H.R. 6675 provides for the extension of section 1701 of the

Social Security Act authorizing planning to combat mental retardation.
With kindest regards, I am,

Yours sincerely,
MARTHA M. ELIOT, M.D.
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CAMBRIDGE, MASS., May 13, 1965.

Senator HARRY F. BYRD,
Chairman, Setate committeee on Finance,
Senate Office Building, Washington, DA.
DEAR SENATOR BYRD: Thank you for your letter of April 15, 1965, In response

to mine of April 13 in which I made comments on H.R. 60765 and proposed
certain admendments.

I am writing now to suggest another amendment that I regard as very Impor-
tant.

I would strongly recommend amending H.R. 6675, section 205, which provides
for special projects grants for health of school and preschool children by Insert-
ing on page 150, either in line 18 after the comma or in line 15 after the comma,
the following phrase: "and to any school'of public health."

I believe it is urgent that our schools of public health as well as our iiiedicai
schools be eligible to receive funds under these projects so that the maternal
and child health divisions or departments in such schools may provide adminis-
trative leadership of high quality to such projects under the new section 532 of
the Social Security Act.

With others here in Massachusetts, including the State department of public
health, the Massachusetts Committee on Children and Youth, .of which I am
chairman, is examining the question of how one or more projects uader this
new program may be established so that comprehensive health protection and
medical care of truly high quality may be made available to the children eligible
for care under the proposed program. I believe that schools of public health
should be named in the till as well as medical schools as I ha*e suggested above.

With kind regards, I am,
Yours sincerely, MkA~rA M. ELIOT, M.D.

SOUTHERN CAToitRNrA CANCER CENTER,
Los Angeles, Oalif., April 14, 1965.THE. HoN'. HARRY F. BiRD,

Senate Office Building, Washington, D.O.
DEAR SENATOR BYRD: The Southern California Cancer Center is a nonprofit

organization approved by the U.S. Government and local governments. It is
very much Interested in the new medicare bill which is now being proposed,
H.R. 6675.

As a nonprofit organization, one of many In this country abProved by the
Federal Government, It seems logical that these organizations should be included
if we are to have a medicare program. These nonprofit organizations give treat-
ment for many conditions and do not noessarily put the patient to the expense
that is encompassed by gotig to a hosp tat unless hospitalizeation is necessary.

I am writing you to ask You if you believe it would b6 feasible to include non-
profit organizations in this new bill.

This letter is written at the suggestion of our local RepresentatiVe, the Honor-
able Edward R. Roybal.

Sincerely yours,
Huo i F. HARE, M.D.

'Victoria, Teir., April 11, 1965.
Senator HARRY BYRD,

U.S. Senutc, Wshtngton, D.O.
DEAR SENATOR BYRD: The Six Flags Pharmaceutical Association representing

all registered pharmacists of Victoria, Calhoun, Goliad, De Witt and Lavaca
Counties has passed a resolution which states our opposition to the House-passed
H.R. 6675 In its present form.

Objection No. 1 lies In the fact that all persons 65 years or Over would be
covered for hospital, nursing care, drugs and doctor fees, etc., eVen though many
of these could well afford to pay their own way. This places a burden on the
taxpayer which should not be there.

Objection No. 2 lies in .the fact that the cost of a t-P4rtcet-aeross-the-board
increase in social security, plus increases that will more than double in the years
to come will also spiral the burden on the taxpayer and employers.
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These increases In the social security payroll tax on the Individual must also
be met by the employer, thus making him raise his prices to offset this increase
in overhead. This only adds to the already existing inflation of our economy.

We do therefore urge that you use your Influence, position, and vote to alter
or defeat H.R. 6675 in Its present form and find a more economical plan of caring
for our elderly who actually need help.

Sincerely yours,
N rLLIA3[ 0, MooE, R. PH., Seoretary-Trcasurer.

Sixc Flags Pharmaceutkal A8socfatlon.

S'. Louis 8, MissouRi, April 14, 1965.
Senator HARRY BYRD,
,imateo Building, Washington, D.O.

DNAu SENATOR BYw: The Missouri State Medical Association Just completed
its 107th Annual Convention and imssed with slight mndiflcation and without
opposition the enclosed resolution. The accompanying statement with minor
changes Was made in support of the resolution and when presented in subcom.
mittee met with enthusiastic endorsement, This attitude represents a great
change in thinking among physicians as a whole and portends a more cooperative
and constructive attitude in the future. -

The representation of physicians in the AMA has tended to represent the hard
core conservative element, which has dominated local medical politics, rather
than the mass of physicians who, as in all groups, lip mostly ir the middle
between left and right.

We do believe, however, that medicare is a bad bill -since itcovers the entire
society over a certain age without concern for need., The experience of the
British has been so costly, it has been suggested that a means test be introduced
to prevent bankruptcy of their plan. The administration of such a national
plan will be horribly expensive and establish a new empire in Washington. It
Is, the greatest step toward a socialized society yet to be made and assuredly
will be only the first.

Enclosed is a clipping" from the AMA news on a survey of public opinion by
the Opinion Research Corp., Princeton, N.J. What a shame to plunge forward
into the beginning of a fantastic change .inP our society that l s never been
demonstrated to be the will-,of the people. Being a Democrat' and wanting
medicare are by no means synonymous.
. The Qurtis-Herlong bill ts a much gentler entry into a new field. With all
the spending that is now being approved and the present crush of taxes which
has contributed to our national ,disease of anxiety, I urge you to oppose the
medicare bill.

I am writing to you rather than my qown Oongressmqn beca se I think you are
more openminded and the only person *Ith sufficent stature to resist Presidential
pressure.

Thought you might also be interested in the e.nclosure from Roch Labs, which
arrived today.

Yours very truly,
IEDWADD D. KqsZLLA, M.D.

PROPOsID RESOLUTON

Whereas over the years the American Medical Asseclation has frequently
been. blamed and criticized for a national image of rehetionary opposition to
fede&ally sponsor_" public health plans; and

Whereas the AMA Is frequently accused of failure to represent the opinibnof the majority Of physicians: Now therefore, t~ it
R.ovd,. Wt we of te .MSMA publicly eudorse :the bastjc pi e(.ts

enunciated by the AMA i ijt op~osqllo, to these plans, currently *nd speclicaly
nmedicap -0 d eaflir out 1tpr of A 4 u~tican Medic] Asealn ei
further

RCive4,' That regardless of the outcome of."pndng: I da t a legislation,
te AUA 1en .r. , 41t6, exlith a progieselve Imaginie leadersMp" n" the
stUdy endfuftherink 0f o tactlve alte tima td 0ca oda11 system ef ed ,ien

1 Not imnserted in the rewrd.
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wivleh will otherwise follow in the evolutionary sequence of events; and be it
further

Reoive. That notification of this action be forwarded to the AMA and
all State Medical Societies,

ReaSons'for this motion are:
1. To exhibit unity of opinion and support ;of AMA opposition to measures

which sanction or promote socialized medicine.
2. To express a large body of medical opinion which favors a leaddrship lntr(-

ested not only in opposition but one leading the way in constructive alternative
proposals that will block the evolution of socialized plans. - f

3. To see the AMA become identified with progress not counter reaction. '
4. To imply the belief that- an attitude of persistent. opposition eventuqtes in

a greater loss of desired ends than does active participation in planning to mold
the future.,

5. By taking positive action, to prevent a massive spirit of defeatism that will
split physielans into two groups and weaken medical doctor opposition to
socialized medicine. - . ... . , I

6. The AMA has come out with elderiare only because they havq been, forced
into a last ditch, defensive position and not as a i eult of forward looking leader-
ship. It is this approach to planning that should be changed,, I4dercare, how-
ever, does represent constructive, national, health-care planning by the AMA apd
for this, the AMA Is to be praised. There must be, continued planning on a
national level.

It Is not possible to taln the status quo our changing society and
physicians mnst beco identified with energetic lea ship. Physicians are
by ngtur0 a laiss alre, conservative group which has eeeded around the
world in losing staturein the moral 'of socialized m clue. We are as
vehemently op sed to this as an, amon yo jth strong feel s but do belieVe
the way to av d socialized m c e Is endors leadership' It Imagination
for alternate' e changes in eping ith t e demand of our restless society.

Old~ago gislation it ly'the fir he ne has already bee Introduced,
namely, t cover the ung.' And who 18 at the needy in between the
young 'an the' old 8ho d.1) a nal health plait? ArV
physieift goixig to sit back an old wht to do or. again hope for
a last -n lute alternative, or, y Ian bet, plan to block t call fur
an exte ion of socl a1zed miedi

8. Yo I have seey selv rtin reftusing o accept
Govern ent mone for y r In ereoth AMA thro h elder-
care no proposes isely uch we a reducing ment, of
doctors' fees on a federal 1 You edicare as ."hovpieare ' because
it left o t doctor ca e. A rknt w a ton legislators wer shocked
and so w re many p ys i S., g of gR~bht have become strangely
quiet and sno senses dy som- r >o e tism. - , t I

9. Thd actionary attitude that ha pifled ur body an the AMt Is engulfed
In the nat al consequence of J R igidIt When eactiona 0ppositi9
is beaten, I is through, voice. toes ieak. ut, If we elp plan fqr
thetuture an can Inculca ta new enth siasm or agiuative I dership in the
AMA then the respects for ture nd a inuation of e best medical
car of our patle will be ever so Mu brighter.It is not' too lat icept for de testu g for those who. ould hold the line.

10. Thisis the phi opy of progress that should be ca Into the presidency
of the AMA.

, • . " Louis

SDmurTFD 131f MRS. •OBEPH W I EN PIO)Nt NATO.,A L"rUY UNCiL' o JEw.ISH

The Natniil Counell of Jewish Wom6ii lges early' avo'ab e' action by the
Senate lnadtice Committee on H1.1t' 6675t 'theS ocial 5eeutlty Amendments of
196.' We beVe,' with" PreSident Johnsoi,' tfat tits billiS indeed a "landmark"
in Aocial 11 iilaton pkoldtig tor the'flirttltm in: out c6uhttf history'medicii
care f6. o elderly, and disabled uuner social secufrty.'' ."
'the 6t1iniof'thi Nitlnal" .Ouncll 6fiJe.wh W~m~in was re-onfirner at

Oi ,Ia~oihal 1bi 66wal coliveiitieti last nibt"tlid 'work fd; a local seeUrity ;0-
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gram which will provide social insurance asthe basic method for financing the
costs of medical care for the aged and disabled.". This current statement of our vlew, adopted by elected delegates representing
our 329 affiliated local units across the country, has developed naturally froin
our history of suppbrt of the principles of social security dating back to 1935
and from our work with the elderly.

For the past decade we have been working with older people through some
200 varied service projects across the Nation. We know from them and from a
sti-vey of medical costs among members of council golden age recreation centers,
that fear of illness and anxiety aboutmeeting large medical bills is widespread
and constant. Since only a small percentage of Americans are able to save
enough during their working lives to sustain the cost of protracted or catastrophic
illness in -ld age, medical care financed through social security is the program
most likely to meet health needs and remove a primary cause of poverty among
the growing group of elderly In our population.

The National Council of Jewish Women considers- medical care financed
through social security the best way to meet these acknowledged needs. We
still believe, as we stated in May 19062, that "Far from being an infringement
of freedom, it enables the individual to preserve his dignity * * *. Unlike plans
through which the GovernmeDt appropriated public funds to pay for medical
care for people who can't afford it, a social insurance plan keeps the Government
out of the medical field by enabling each individual to provide for himself."

TIlE 'MARY FL rOER HOSPITAL,
Burlingtoj., Vt., April 16, 1965.

Hon. WINSTON L. PROUTY,
Senate Office Building,
Wa8hington, D.C.

DEAR WIN: Hospital board mebers and administrators have requested me
to express to you our united and vigorous opposition to the exclusion of the
professional services of radiologists, pathologists and anesthesiologists from the
definition of hospital services as contained in H.R. 6675 "Social Security Amend-
ments of 1065." This provision means that these professional services must be
billed for separately from the hospital bill.

In Vermont, the hospital is the base for all X-ray diagnosis and treatment
performed by radiologists. The hospital is the base for practically all laboratory
tests done on patients. The patient expects these X-ray, laboratory, and anes-
thesia services to be part of the hospital services and, in practically every case,
one bill covers the services of both doctor and hospital,

Exclusion of the services of the pathologists from the hospital bill, for ex-
ample, would completely upset the relationship worked out over a long period
of time between the Vermont College of Medicine and its primary teaching hos-
pital in resp>,, to pathology and laboratory service by the 12 pathologists on
the college faculty. These pathologists have voluntarily limited their personal
Income tinder a three-way agreement in order to aid the teaching and research
program of the college.

Patient care Is bound to suffer If this inequity is not corrected. In the teaching
hospitals, where many residents are trained, the anesthesiologists have agree-
ments with the hospitals and their income Is not dependent upon whether a
patient is rich or poor. Thus a ward, or service patient receives the level of
skilled anesthesia indicated by the seriousness of his condition, whether he can
pay or not. We do not like to think that the excellence of anesthesia could be
pegged to the size of the patient's pocketbook.

In Vermont 43 percent of the people are covered by Blue Cross which covers
practically all X-ray and laboratory costs. If the radiologists' and pathologists'
compensation is excluded from the hospital bill, the entire Blue Cross-Blue Shield
arrangement will be shattered after 25 years of long service to the public. This
will create a chaotic condition which people will just not understand.

Exclusion of payment for the services of hospital-based specialists from the
hospital bill is bound to increase the cost to those people not under provisions
of H.R. 6675. Many under this act undoubtedly. cannot or will not pay the
doctors fees as billed by the specialists. 'That means increase In charges to
others ' to offset the losses. T he paperwork involved in separate billing for
laboratory and X-ray would be enormous and increase the cost of doing
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biusiless at a time when we are all concerned about the continuing rise of
hospital and medical care.

There are certain facts that we must face. The radiologist, the pathologist,
and the anesthesiologist have a captive practice because the hospital is there
and the patients are admitted by other physicians. The patient has no choice
of radiologist, pathologist, or, generally, the anesthesiologist, nor can he bar-
gain on charges for the reason that these specialties are monopolistic. Under
existing practices, the hospital governing body exerts a certain measure of con-
trol over charges and is definitely concerned about quality of practice. The
governing board has the legal obligation to protect the patient's welfare. We
should not lose these checks and balances that have worked so well for so
many years.

The seemingly inocuous section which excludes the services of hospital-based
specialists from the definition of hospital services would revamp our entire
system as it would not, perhaps could not, be limited to medicare alone. Is that
what is really intended?

Win, I hope you will do all in your power to protect the medical-hospital
relationships that have been so successful and effect the revision proposed by
Senator Douglas. I am enclosing a reprint of his remarks and the telegram
from Dr. Crosby as contained in the Congressional Record-' Senate, page 6830,
April 6. 1965. As member of the board of trustees of the American Hospital
Association, I am pleased that Dr. Crosby has expressed the position of hospitals
so well.

I am sending a similar letter W Senator Aiken.
If either you or Senator Aiken feel that you need more information or if we

can be more persuasive by a personal visit, we would be pleased to have a small
delegation of hospital trustees and administrators meet with you in Washington
at your convenience.

Thanks for all your consideration.
Sincerely yours,

Les,
LESTER Rl. RIOHWAGEN,

Executive Vice President and Administrator.

THE ISSUES

The issues involved in the exclusion of the medical specialties (radiology,
pathology, anethestology, physlatry) from H.R. 6676 are clearly apparent to
hospital administrators and boards of trustees throughout the country.

1. The American Hospital Association has a long history in support of the
position that the services of radiologists, pathologists, anesthesiologists, and
pbysiatrists are integral parts of hospital care. In 1957 the board of trustees
of the association gave recognition to this fact when they officially endorsed
tMe inclusion of these services in Blue Cross contracts as hospital services.

2. The provision of these services is inherent in the years of efforts to improve
the quality of patient care in hospitals. Even though the ludividual physicians
involved were accorded full professional stature in every sense of the word, the
administration and provisions of these specialty services developed within the
sphere of hospital services. The removal of such services is a backward step
and one which may Jeopardize continued efforts to improve the quality of
patient care in hospitals.

3. The legislation under consideration, in order to provide basic assurances,
makes a strong avowal that the Government will not interfere with the provision
of hospital and medical care and in the organization and administration of hos-
pitals. The removal of these specialists' services is contrary to this purpose and
tends to dictate a nationwide pattern prescribed by the Federal Government.
We have continually urged that the Federal Government not interfere in the
relationships which are worked out locally between the hospital and the physi-
(ian-specialists. The language in the bill passed by the House does interfere
in such relationships and could force a nationwide renegotiation of all contracts
between physician-specialists and hospitals. In addition, widespread renego-
tiation between hospitals and Blue Cross plans and between. Blue Cross plans
and the million of their subscribers would be necessary.

4. It is unlikely that the aged beneficiaries will understand the significance
of the deletion of these physician-specialists' services until they are In hospitals.
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Then they will be informed that these physician services are no longer included
in the costs to be borne by the Federal Government, and they will receive
multiple billings from the physician-specialists. We believe this constitutes a
large reduction in anticipated benefits and will constitute a major change in prac.
tices to which the public has become accustomed.
1 5. Admnistrative difficulties inherent In this change will be formidable.

The administrative problems within hospitals will be greatly increased; admin.
istrative difficulties In connection with the administration of the overall program
as well as that of the physician-specialists themselves will be greatly increased.

6. It is believed that, the removal of the specialists' services will tend to in.
crease the overall cost of care to aged people. -4

7. It is believed that the removal of these services will undermine the quality
of carein small hospitals where the volume is such that it is, not possible
to arrange continuous full-time specialist, services. The quality of care in
such hospitals has been markedly improved by arrangements with physician.
specialists visiting on "circuit rider" arrangements. The economic problems
involved in :obtaining such physician services -in the future, If hospitals Were
forced to withdraw their guarantees to such specialists, would seriously curtail
such services. Specialists would have to make individual billings and collections
with considerable uncertainty as to anyassured income for his services.

8. Overall It is belieyed that if this division in specialist services remains for
aged beneficiaries under this legislation-it will; certainly lead to an extenson
of the practice to all other patients and the necessity of renegotiating nearly all
existing arrangements for'the remuneration of physician-specialists ia hospitals.

[From t6e Congressional RecorI, Apr. ,' 1965J

AMERIOAN HOSPITAL AssOCIATION STRONGLY URGES REINSTATEMENT Or SERVICEs
OF MEDICAL SPECIALISTS AS REIMBURSABLE COSTS UNDER AGED HEALTH H CARE
BASIC PLAN

Mr. DouoL.s. Mr. President, on March 20 I urged, in a Senate speech, that
the Senate restore to the House committee approved plan for expanded medical
and hospital care for the aged reimbursement under the basic plan of the
in-hospital services of medical specialists. While I dislike the barbaric English
usage of some of the titles, the official design'rtions of these specialties are radio-
logy, pathology, anesthesiology, and physlatry.

After making this speech, I sent a telegram to Dr. Edwin X. Crosby, executive
vice president of the American Hospital Association, asking the position- of
the association,on this matter. The telegraphed reply of Dr. Crosby on behalf of
the -association speaks-for itself, but I point out in summary his evaluation
that the exclusion of these services: first, Would seriously retard the continued
development of the modern hospital as the central intsitution in, our health
service: system; second, not only- will confuse the public through a multiple-
billing approach and cost them more, but could endanger the quality of patient
service; third;'interferes with existing relationships between hospitals and
physicians and tends to dictate a nationwidd pattern prescribed by the Federal
Government, fourth, Is certain -to face aged btneflciaries with a substantial
redUct0n in the benefits they will receive ;:fifth, will imperil the longstanding
arrangements developed by many Blue Cross plans; sixth, will make the admin-
istration of the overall program enormously m6re complicated ;-and seventh, Will
reqilre nationwide renegotiatlon of contracts between-hospitals and specialists
and between hospitals-and thirdparty agencies.

I earnestly hope the Senate will act to correct this exclusion, and I ask unan-
imous consent that the text of Dr; Crosby's telegrain be printed in the Record.

There being no objection, the telegram was ordered to be printed in the Record,
as follows:

ArRIL 5, 1965.
Senator PAUL DOUGLAS,
WaslniutoA DJJ.: ...-

In reply to your wire the American- HoSpital.Association takes the position
that rtdlpgY, pathology, anethestiology, and p-yalAtry serv!kes In h9spltals

are eSsebtial to the provision of high 'quality patient care in the hospital and thlis
are basic hospital services. Exclusion of these services would seriously retard
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the continued development, so striking in the past few decades, of the modern
hospital as the central institutiOn in our health service system. The association's
historic policy position that radiology, pathology, anesthesiology, and physiatry
are hospital services was clearly enunciated on February 7, 1957, by our board of
trustees when it acted to include these benefits as benefits of prepaid hospitaliza-
tion benefit plans.

Fragmentation of the components oi hospital service not only will confuse
the public through a multiple billing approach and cost them more, but more
importantly could endanger, the quality of patient service in the hospital by
diminishing the administrative controls necessary for the optimum delivery of
these services cordination of which is so essential to high quality hospital care.
The association maintains the position that these services including the pro-
fessional activity of the specialist are a proper part of hospital reimbursable
costs.

In testimony before the House Ways and Means Committee in its hearing on
similar legislation in July 1901 We urge that these medical specialists' services be
included in the hospital benefits proposed and we argued strongly against the
delegation of such specialists' services from the bill. More recently we expressed
our support of the provision of such services as it was Incorporated in H.R. 1.
We opposed interference by the Congress in the local arrangements developed
through the Nation by the individual specialists and the hospitals concerned.
We were distressed that the services of these specialists were removed from
tie definition of hospital services in HR. 6675. We believe that this interferes
with existing relatiofiships between hospitals and physicians and tends to
dictate a nationwide pattern prescribed by the Federal Government. The
present provisions of H.R. 6675 in respect to these specialists will, we believe,
seriously disturb the existing relationship throughout the Nation and may as
above'noted threaten uncertain instances continued efforts to improve the quality
of patient care. It is certain to face aged beneficiaries with substantial reduction
in the benefits they will receive under, the legislation. The longstanding arrange-
ments developed by many Blue Cross plans will be imperiled. The administration
of the'overall program will become .enormously more cmplictted. The required
total separation of the particular physician's services Involved from the depart-
mentalcosts of, hospitals will require nationwide renegotiation of contracts
between hospitals'and specialists and between hospitals and third-party agencies.
The effects will most likely be extended overall to hospital patients.

We strongly urge the reinstatementof the services -of these specialists- as, a
part of hospital services in the legislation you finally pass.

EDWIN -L. CROsBY, M.D.,
VxEeoutive Vice President,

Anterican Hospital Assooiation.

OoDEN, UTAHn April 14,1965.
Hon. Seiator.FRANK E. Moss, -
Sena te Off e Building, .
Washingtont, D.C.

DEAR SENATOR MOSS: It seems so inadequate but please 'accept by heartfelt
thanks for your kindness in providing me with'a copy of .H.R.. 6675 of the 89th
Congress.' 

I I . ' '

Time htts not allowed of my reading it all in studied detail but I am familiar
with the main provisions.

In a bill so sweeping and complex, proposing as it does, a vast and significant
change in the manner of providing medical care for more than 20 percent of our
citizenry, there are necessarily some provisions with which most anyone might
disagree. Of this I am deeply aware, and also conscious of there being much
emotional as well as rational argument engendered concerning some provisions,
occasioned by the bias we each possess.

Nevertheless, I am aware that H.R. 6675 represents a distillation from many
sources. I think it is definitely a superior bill to S. 1.

If an amending sentence can be added, I would suggest including provision
that outpatient diagnostic services be included when performed by a duly
authorized and licensed commercial medical diagnostic laboratory, pot Jost
hospital laboratories. Most'of our diagnostic work iS now pdrforn ed by such

When the Congress has passed'thip 1egislatti' and it beomes law'' I am,
sure we physicians will'learn to lie with band practice satisfactrily under it.
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For the elderly, I feel certain that we shall be able to provide a quality of care
which many cannot and do not now receive, however vociferously the opposite
is stated.

With sincerest good wishes and personal regards.
Sincerely,

J. G. OLSON, M.D.

VERMONT HOSPITAL ASsocIATION,
Sprngfield, Vt., .4pril 17. 1966.

Hon. GEORGE D. AIKN',
U.S. Senate, Waehington, D.O.

Dr. SENATOR AiKEN: The House of Representatives has passed H.R. 6075
concerned with health care of the aged, and this vital legislation is soon to receive
the consideration of the Senate. Vermont hospital trustees, hospital management
people, the people of Vermont at large, and many of those devoted to inedical
professions have noted with alarm that the House Ways and Means Committee
has removed all physician services from the first part of this important bill. We
are therefore expressing to you and Senator Winston Prouty our views on
exclusion of physician services.

Members of the Vermont Hospital Association and other Vermonters Interestel
in health care of the aged have been calling me to express their deep concern
over the sudden change in this legislation. In providing for basic hospital
services and skilled nursing home care for persons 65 and over, the original
intent of the bill was to assist our retired elderly citizens in their battle to meet
rising costs of living, especially today's high cost of providing hospital and
medical care. Hospital charges for radiology service, pathology service, and
other professional departments of the hospital were to be covered for the senior
citizen. Under the new provisions stated in H.R. 6675, the elderly patient will
not be covered for the physician fee portion of these charges, but must be
responsible for additional billing from medical specialists whose services 'would
not be covered as hospital services.

The exclusion of services of the medical specialists will reqtuire multiple
billing of patients and will duplicate administrative mechanisms of accounting,
billing, and collecting. The new expense of paying for existing hospital admin-
istrative costs and new medical-specialist administrative costs will be borne by
our Vermont patients. This increases the overall cost of care to aged people.

Hospital departments, such as radiology, pathology, and physical therapy
have reached maximum efficiency under this Nation's voluntary, nonprofit hos.
pital system. Lay trustees who receive no compensation have been able to
oversee patient care In the public interest, and every possible efficiency under this
type of hospital organization has helped us keep medical service costs realistic.
Exclusion of services of medical specialists from the hospital departments whicn
now offer both specialist and hospital service, will take from the public all
Voluntary trustee Influence on pricing of these services. It could shatter the fine
voluntary partnership of physician specialists, hospital trustees, and the public
which has taken decades to build.

The membership of the Vermont Hospital Association, composed of hospital
trustees, administrators, accountants, and hospital service department heads,
sincerely asks that you investigate the many factors which make us look with
disfavor on removal of all physician services from the basic hospital services
provided in H.R. 6675.

Sincerely yours,
THOMAS IF. HENNESSEY, Presidclt.

GRAND FORKS DEACONESS HOSPITAL,
Grand Forks, N. Dak., April 5, 1965.

H01. MILTON R. YOUNG,
U.S. Senate, Washington, D.C.

DEAR SENATOR YOUNG: It seems assured that a form of the King-Anderson
bill will be passed some time in the near future. I have some strong reserva-
tions about its underlying philosophy but that doesn't seem to matter too much
now since the social security approach to caring for the aged seems to have been
accepted by the majority of, Congress. I think there are a few items in the
bill that must be stressed.
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First of all, I think it It absolutely essential that Blue Oross be accepted as
the administrative intermediary. They are so close to hospital l)roblems and
are still independent that a reasonable Job can be done in this area. To place
any other agency in this area would lead to all sorts of problems because it
would take them a long time to understand hospitals and their problems. This
would certainly lead to undue delay and hardship on everyone's part.

Next, in setting standards, I feel very strongly that those set by the Joint
Commission on Accreditation of Hospitals should be recognized and followed.
To have any other agency set up Standards would be gross Interference in hos-
pital affairs. In addition, we would have two accrediting agencies' to be con-
cerned with, which would certainly not work.

Another point to be concerned with relates to billings for pathology and
radiology services. It is a common practice throughout this country to have
a pathologist and radiologist paid on a percentage basis. They operate as a
part of the hospital team in this manner. I understand the bill, as It now
stands, would separate the pathologist and radiologist fees and would not
pay for them. This would be inapproprite. These doctors are responsible
for directly supervising their respective department as well as individuals
providing direct or Indirect service to their patient. I certainly believe they
should be considered as part of the hospital bill submitted to the patient.

Finally, "he development of a cost reimbursement formula will be very ira-
portant. One of the obvious result of the development of this formula will
be to additional emphasis on the idea that hospital charges should be placed
on those services where costs are Incurred. At the present time, most hospitals
are undercharging for room, board, and nursing care and overcharging for such
services as laboratory, X-ray, dressings, treatments, etc. This system has been
in vogue for many years. Hospitals have been attacking this system for the
last few years and some headway Is being made. I am certain that the Gov-
ernment will insist that we make new charges, which will be good. Then we
must expect to see room rates Increase at a very rapid rate. Along with this,
I believe 'the Government should have a formula which will pay us for full costs
of services rendered-not reasonable costs. If the hospital can justify these
costs, they should be paid for them. If they cannot, then that Is their own
problem and they should not be paid on that basis.

We must do all we can to maintain the doctor-patient relationship and to in-
sist on maintaining the integrity of the hospital. It is obvious that some con-
trols will have to be made. It is also obvious that these controls will increase
as the years go by. It is hoped that as the bill is set up, certain steps will be
taken to maintain the good parts of the medical care program to our people. If
this can be done, all is not lost.

Sincerely,
RoIInT M. J.icousoN, Administrator.

STATE OF CALTIFONIA-1HALTH AND WELFARE AoENOY,
DEPARTMENT OF SOCIAL WELPAIRE,

Sacramento, March 81, 1905.
Hon. G(ouoI MURPIIY,
Senate Olee Building, IVasl ington, D.C.

DEAR SENATOR MURPITY: I am enclosing a brief statement to support a sug-
gested amendment to H.R. 675, now in the Hotise Ways and' Means Committee,
to make possible payments to "interested" or "concerned" persons in behalf of
an aid recipient When the best interests of the recipient require this.

In urging you to muster the strongest possible support for this suggestion, I
am speaking not only in my own behalf as State director, but also in behalf,
and at the request of, moany of the county directors and other persons vitally
concerned with the sound administration of the public assistance programs cre-
ated by Federal law.

Thank you for the help I am sure you will give us.
Very sincerely yours,

J. M. WfvPEfEYER, Dircclor.

STAthMENiT REGARDING PAYM'.NT T'O P1Jk58b, OTI1Itn T11AN RtCIPIENT IN AnD TO
BLIND AND AiD TO DISAIAAFD PROGRAMS

One of the major problems in all public assistance programs ,which provide
money to needy persons Is this: Generally, it is most desirable to pay cash and
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to enable the recipient to manage his own money and his own life. But there
are sittitions in which this would be contrary to the best interests of the re-
cipient.

If the recipient is so handicapped that guardianship or conservato'ship can
be obtained, there is no problem.

But if the individual is not so incompetent or handicapped that a guardian
or conservator is legally required, there are many cases in which the direct
cash payment may actually be contrary to his best interests because of the
probability of mismanagement. Whether this takes the form of foolish pur.
chases, drinking, Improvident loans or failure In some other way to use the
grant in order to obtain the necessities of life is not important. What is irn.
portaut Is that there be some other way to assist in meeting the true needs of
the recipient in these exceptional kinds of circumstances.

The principle has already been adapted and tested as sound in title IV of
the Social Security Act. It is now embodied In the Ways and Means proposals
in H.R. 6675 as far as the aged are concerned. There seems to be no valid
reason why all titles should not be covered.

The need for a solution is recognized in I.R. 6675, now under consideration
of Ways and Means Committee of the House of Representatives. Sections 402
(a) and (b) would amend, respectively, sections 6(a) and 1605(a) of the So-
cial Security Act to provide for payment to a person "interested in or concerned
with the welfare of the needy Individual" under certain, carefully circumscribed
conditions.

Section 1605 is part of chapter XVI which covers all three adult programs,
but this State does not presently claim under that title but rather under titles
I, X, and XIV. As long as a State claims under these titles, it is precluded from
using title XVI.

It should be urgently suggested that H.R. 6675 be amended to include provi-
sions parallel to present sections 402 (a) and (b) to cover the aid to the blind
and aid to the permanently and totally disabled programs established by titles
X and XIV, respectively.

Present section 40A of the bill already points the way, since it recognizes the
need to make possible this exception to the cash payment principle in all three
of the programs for adults.

Attached In draft form is language which would accomplish this if incorporated
in H.R. 6675. These will have to be fitted into the bill with the resulting changes
in the numbering of other sections.

PROPOSED AMENDMENT TO 11.R. 6075 To PROVIDE FOR PIROTECYTIVE PAYMENTS TO
TilE NEDy BLIND

Smc. 402. Section 1006 of the Social Security Act (as amended by section 221
oZ this act) is amended by adding at the end thereof the following new sentence:
"Such term also Includes payments which are not Included within the meaning of
such term under the preceding sentence, but which would be so included except
that they are made on behalf of such a needy individual to another individual
who (as determined in accordance with standards prescribed by the Secretary)
is interested in or conceded with the welfare of such needy individual, but only
with respect to a State whose State plan approved under section 1002 includes
provision for-

"(a) determination by the State agency that such needy individual has,
by reason" of his physical or mental condition, such inability to manage
funds that making payments to him would be contrary to his welfare and,
therefore, it Is necessary to provide such assistance through payments
described in this sentence;
S"(b) making such payments only in cases In which such payments will,
under the rules otherwise applicable under the State plan for determining
need and the amount of aid to.the blind to bo paid (and in, conjunction with
other income and resources), meet all the need of the Indiviluals with
respect to whom such payments are made;

"(c) undertaking and continuing special efforts to' protect tho welfare of
such individual and to improve, to the extent possible, his capacity'for self-
care and to manage funds ;

"(d) periodic review by such State agency of the determination under
paragraph (1) to ascertain whether conditions justifying such determina-
tion still exist, with prvlislon for termination of such payments if they do
not and for seeking Judicial appoinitient of a guardian or other lgal ropre
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sentative, as described in section 1111, if and when it appears that such
action will best serve the interests of such needy individual; and

"(e) opportunity for a fair hearing before the State agency on the deter-
mination referred to in paragraph (a) for any individual with respect to
whom It is made."

ASSOCIATED) INDUSTRIES OF ,ABSAOIIUTSETTS,
Iotao,, A pril 21, 1965.

lion. HARRY F. BYRD,
senate Offlce Buikling, lWashington, D.O.

l)rAt SENA'ToR BYRD - As clalr i-ian of the Worlcmen's Compenatl~cn Committee
of the Associated Industries of MaIssachusetts, I would like 4)oth Individually
aid in a representative capacity to express deep concern over the eliinhatioi
of the requirement of indefinite duration from the definition of COmiihpewaIble
disability as proposed under section 303 of the Social Security Amendments of
1905.

Very briefly, we see two significant problems. First, the proposed changes
will constitute an unpredictable pyranilding of Federal and State benelits by
entitling a worker with 0 months total disability to social security benefits as
well as any benefits otherwise available under State Workmen's Compensation
Acts. Serious areas of duplication of benefits already exist fit the cas1s of
widows' benefits and workers who are under permanent and total disabilities.
This is particularly true with reference to a number of States Int~ildhng Mnsa-
chusetts where, for example, a liberal benefit structure permits au injured4
worker with a wife and two dependents to collect 70 percent of his prior weekly
earnings In nontaxable benefits. Moreover, evidence of concern over the Issue
of duplication of benefits is Implicit in the recominentlation of the House Ways
and Means Committee that the Social Security Administration uidertake an
Investigation of the overlapping benefit problem and report its fhidings by
December 1, 1966. This attitude of uncertainty, alone, should be sufficient
reason for rejection of section 303.

Second, the apparent reason for the Inclusion of section 303 would seem to be
an attempt to diminish the effectiveness of State workmen's compensation laws
while at the same time magnifying the role of social security in the field of
industrial injuries. If the. basic motivation underlying section 303 is indeed
further Federal encroachment into areas .normally comprehended under State
laws, it is a matter of such importance that it deserves separate public review
and discussion. It cannot and should not be colidered part and parcel of a
general social welfare program the impact of which is on a greatly differing
field of concern.

For the foregoing reasons we respectfully urge the Senate Finance Committee
to delete section 803.

Respectfully, A. LIONE:L LAWRENCE,

Ohafrnia, A.3.M. Wormin's Componsa lion (onimfttce.

NATIONAL BecUIT Co.
ANew York, N.Y., April 20, 1965.

Ion. ItAnRY F. BYRD,
Chairman, Seate Fittane (Cotninittcd, Scnat offtcc Butldh !g, Washin uton, D.C.

DF..a SENATon BYv: I sliould like to call)your attention to section'303 of H.R.
0070, a bill to amend the'Soclal Security Act.Section 303 as amended would remove the present defin*tlpn of disability or

impairment and substitute therefore the word "Impairment". It would further
provide that the only requirement, to, qualify for disability benefits is that a
person be disabled or suger an impgrment,for a spccessive duratioli of ( months.
If this liberal requirement is met, a covered worker uiay, upon. proper appli-
cation, receive social security dIabilty benefits beginning With thesixth month.

,This proposal would change the concept fr6m a permanent and ttal disability
benefit, and in fact would make 1e disability provision of thelaw into 'a liberal
sickness and, accident benefit with no test 9f disability except that It has endured
for a period of 6 months.

Under the proposed language of section 803, an eploye. who sustains a
work incurred injury and who is being compensated in accordance With a State
workmen's compensation or other similar law would become eligible for dis.
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1Ibility payments concurrent wItl%:payments for the same disability under such
other law, provided only that he Is disabled continuously for 6.months.

I should like to suggest tlat the Senate Finance Cdmnimttee give earnest con.
sideratio to deletiop of section 303 amendments from H.R. 6675. Or, in the
absence of complete elimination of this amended section 303, at least further
amend it so an injured worker who is receiving benefits under a workmen's
compensation or similar law cannot automatically qualify for a concurrent social
security disability payment for the same cause. In our opinion, no person should
receive benefits under two social insurance programs for the same disability.

This does not mean that we agree with all other provisions of bill H.R. 6675.
If, however, the time has come when we must have such legislation, there should
be adequate deterrents to malingering and overuse to properly safeguard public
funds.

Respectfully yours,
J. H. BUROESS, JR.

Vico Presldent, Personnel Rclat(on8.

AMERICAN ELECTRIC POWER SERVICE CORP.
New York, N.Y., April 21, 1965.

Re: Ih.R. 6675, Disability Benefits.
lion. HARRY F. BYRD,
U.9. Sc nato, Washington, D.O.

DEAR SENATOR BYRD: Section 303 of I.R. 6675, the "Social Security Amend-
ments of 1965" bill now pending before the Committee on Finance, contains
provisions which, in my opinion, are not justified and which in the long run
could quite adversely affect the present State-Federal disability benefits pro-
gram and its costs to employers and employees.

At the present time, disabled individuals may receive benefits under both State
workmen's compensation laws and the Social Security Act. "Disability" for
this purpose, however, is now defined in the Social Security Act as impairment
"which can be expected to result in death or to be of long-continued and indefinite
duration" (sees. 210(1) (1) (A) and 223(c) (2)). Section 803 of H.R. 667 would
amend these sections to strike out the quoted language and authorize dual ben-
efits for temporarily disabled employees. Disability benefits under the Social
Security Act would commence after a 6-month waiting period, without offset
for benefits paid tinder State laws.

A temporarily disabled employee receiving both State and Federal disability
benefits might receive more than his take-home pay if he worked. In some
States the disability benefits now provided, plus the disability benefits which
would be allowable under H.R. 6675, would exceed the average take-home pay.
There is a definite trend to increase the benefits under State laws. The net
economic benefit of dual disability benefits as compared with wages is height-
ened by the fact that wages are subject to Federal and perhaps to State Income
tax, whereas both State and Federal disability benefits are not. Thus the
proposed amendment of the Social Security Act would have the effect of making
it more profitable to maintain the temporary disability status than to return
to work or receive rehabilitation treatment.

Enactment of section 303 would also operate to diminish the present financial
incentive of employers to continue and improve the safety programs which have
been vigorously carried on the last 30 years, with substantial reductions In the
accident rates. The employer's cost under State programs depends upon the
accident experience of his employees. This is not so under the Social Security
Act; the tax on employers, and on employees, is the same regardless of the accl-
dent experience. Extension of the Federal benefits to temporary disability
would at best reduce the financial incentive to maintain and Improve present
safety standards and precautions, and would practically remove it if the enact-
ient of section 803 caused States'to repeal their workmen's compensation laws

so that disability benefits would turn Into a wholly Federal program.
In snm, to extend the Federal benefits to temporary disability is not in the

Interest of the rehabilitation, and the return to useful employment, of injured
employees who are not permanently disabled, or the continuation and improve.
meant of present accident-prevention measures.

Very truly yours, A. W. D. RONIMU0SAT~ut.
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SPICE ISLANDS COMPANY,
South San Francisco, Calif., April 20, 196j.

I[on. HARRY F. BYRD,
U.S. Scuate, Washington, D.C.

I)EAi SENATOR BYRD: As a member and chairman of the Senate Finance Com-
niittee, you are deliberating on a bill, H.R. 6675, aniending the social security laws
to provide medical care. Included in this legislation is a very liberal definition
of total disability insurance benefits which could be paid under social security.

Under the present law, disability insurance benefits (to which I am opposed
on a Federal level), are payable under social security only it a worker's disability
is expected to result in death or. to be of long and indefinite duration. Under
the proposed change in H.R. 0076, disability benefits would be paid an insured
worker who has been totally disabled for at least 0 calendar months even though
it is expected that he will recover in the foreseeable future. The social security
benefits would be paid whether or not the disabled worker was receiving work-
men's compensation benefits. In other words, dual benefits would be paid. In
47 States, it is estimated that the joint Federal and State payments would exceed
the take-home pay of the average worker and thus discourage rehabilitation.
kingig a larger number of people eligible for social security payments without
reducing those payments by the amount received under State workmen's com-
pensation is a further attempt to weaken State systems.

The bill leaves open the question of who will determine the disability and how
and who will determine when the disability ends. I urge your strong efforts in
the Senate Finance Committee to eliminate the disability amendment.

Sincerely,
R. D. PA&RRISH, Controller.

UNITED STATES FIDELITY AND GUARANTY CO.,
St. Louis, Mo., April 20, 1965.

Re Congress H.11. 6075, Social Security Amendments of 1965
Senator HARRY F. BYRD,
Chairman, U.S. Senate Finance Committee,
U.S. Senate, "Va8hington, D.C.

DEAR SENATOR BYRD: In the first place, it is my opinion that the above captioned
bill was railroaded through the House in a very undemocratic fashion. Althought
the bill was under consideration by the House Ways and Means Committee for
several weeks, there were no indications that disability benefits would be ex-
tended until a few days before the bill was reported. Vote in the House took
place under closed rule, without opportunity for amendment.,

Under the bill, workmen's compensation would be duplicated by social security
In all cases of temporary and permanent total disability lasting 6 months or more.
Duplicate payments, however, would begin with the end of the fifth month.
Presently, social security disability benefits are payable for only permanent total
disability.

It seems doubtful that two compulsory statutory systems providing benefits for
the same disability will both be permitted to continue for long. The danger to
workmen's compensation is obvious, since combined benefits, especially at the
increased benefit rate provided in the bill, would exceed average take-home pay
in at least 47 States. This would obviously lead to malingering on the part
of workmen's compensation claimants, and would naturally Increase the cost
of social security and workmen's compensation, ultimately, again resulting in
the necessity for higher taxes.

The report of the House Ways and Means Committee discusses the offset
question but orders a study by the Social Security Administration. It would
seem only logical to await the results of such a study before taking action so
prejudicial to workmen's compensation. The situation is similar to that which
occurred when the offset provision was repealed In 1958. At that time, a one
lie repealer of the offset was unexpectedly included in a 108 page bill that was
certain to be enacted by the Congress. That measure became law within 4 weeks
after introduction.

To preserve workmen's compensation, the broadened definition of disability
under the bill must be eliminated, or an offset provision enacted. I earnestly
urge your cooperation.

Yours very truly,
JOHN W. HOFFMAN , Manager.
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NATIONAL ICE & COLD STOR uE Co.,
San. Franclsco, (q11f., April 19, 1963.

Hon. HARRY FLOOD BYRD,
chairman, Senate Flnatwe committee,
Senqts Offlic Buling, Washington, D.O.

DEAR SENATOR BYID: I have been informed that .R. 675 contains a provision
on disability which can be Interpreted as a wehkening of State workmen's coH).
pensation laws.

. Unless my Information is unreliable, passage of this bill In its present forin
would allow both social security benefits for disability and State workmen's
compensation benefits to be paid to a disabled worker Which would result in
payments which Would exceed the take-home pay of the average worker and
thus discourage rehabilitation.

.I believe this would be a most unwise course of action and sincerely ask that
you support the elimination of the proposal to liberalize the dlsablllt. provislon
of social security law in H.R. 6675.

Sincerely yours,
FRANK DEGEN,

E c utive Vice President.

SWURITY MUTUAL CASUALTY CO.,
Chicago, Ill., April 23, 1965.

Medicare bill H.R. 6675,
Hn. HARRY F. BYRD,
ChaIrman, Senate Financd Commit tee,
Senate Office Building, Waehington, D.C.

MY DEAR SENAToR BYRD: The recent passage by the House of the medicare bill,
including section 303, was, in my 'opinion, a rather unfortunate situation. I
feel that section 803 alone will at least double social security's duplication of
workmen's compensation insurance programs, which, in my opinion, will seriously
hamper the efforts of many Insurance companies to rehabilitate insured workers
and get them back either to their former position or to employment of some
kind. This provision alone, I believe, calls for request of our Representatives In
Washington to vote against the passage of this bill.

In addition to the Impact of this legislation upon the workmen's compensation
efforts of many insurance companies, passage of this bill would result In* higher
taxes imposed upon employees and employers alike. I therefore urge you to vote
against the medicare bill In Its present form.

Yours very truly, 0. M. ELSNER.

. luF STATES TELEPHlONE Co.,
Tylcr, 'cr., April 23, 19065.

HOn. HARRY li'rooD BYRD,
Ohalr nan, U.S. Senate Finance (onntittel,
Senate Offico Building, Washington, D.O.

DEAR SENATOR'BYRD: We,'. as an employer In the State of Texas tor over no
years, are writing you 'in', deep concern over Sctiofi 803 6f the social security
"medicare" bill (t.R. 6475) which t8 how In th6 ha)d1 of the, Senate Finance
Committee.

In reviewing tie contents of this bill, section 303 1s extrenliely ObJectionable
and should be eliminated from the bill. This section 808 proposes to extend
social security benefits" now pi.0vded for totally A'nd permnently disableI work-
men to-those whose disability is only temnporAry beyond a Perld ' of 0 moaltlS.
This extension Will embrace thousands 6f additional woirkfnen 'who are belfig
compensated undei variims: workmen's corpensatiofi laws. A you may know,
unsuccessful attempts have been made to rOuPile 'that 'social secUrlty dlmiJllty
benefits be *offset i the amount being received ask6*orkzaiefi comrezi a tion. !As a
result many injured workmen now receive cash benefits (from social security
and workmen's compensation) iIn excess of tbihr Wages pmor to Injury.' 'Now

it Is proposed by this section 80.3 thAt's al security benefltq, le Iextended 'toa
still larger group who suffer less serious industrial Injurleb t id, tga in, 'with no
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provision to reduce such disability payLuents by amounts being received as
workmen's compensation payments.

We feel that: (1) This Is a further encroachment by the Federal Government
into a social concern (compensation of injured workmen) which traditionally
has been a responsibility of the States. (2) The further extension of social
security benefits to injured workmen will needles3ly aggravate and multiply
tax free benefits (social security plus workmen's compensation) in excess of
wages earned before injury, with obvious reluctance to return to their jobs.
(3) The extended benefits will entail enormous administrative detail and xpence
which, with the benefits paid, vill still further burden the already oy-<A'(,u tied
social security program. The-result will be Increased social security taxes on
both employer and employee.

We are definitely opposed to the inclusion of section 303 into the "medicare"
bill (H.IL 6675).

Respectfully submitted,
RoLLA L. JoHuaoo,

VicMe Presldent and Gencral Manager.

SHr'Lr, SEVERSON, BEY & OCUS
ATTOnNEYS AT LAW,

dftt a, Mlnn., April 21, 1965.
Hon. HmARY F. ByRD,
U.R. Senate, Washington, D.O.

DEAR SENATOR BY1D .: I trust that I am voicing the opinion of the great majority
of your constituents in urging the elimination of section 303 from the medicare
bill. Is there any other ediface in the entire bulwark of the American law aind
Jurisprudence that stands out more clearly than the workmen's compensation
statute and the relief which it has afforded workers of America for Job-connected
disabilities and the rehabilitation program which private industry has whole-
heartedly supported?

I respectfully urge that you consider the harm that would be done by Federal
duplication of workmen's compensation benefits.

There Is no dispute but what an employee who sustains a Job-connected dis-
ability should be compensated for that' disability and that he should likewise
accept rehabilitation where it Is possible to effect same ani return to sustained
gainful employment.

It appears to me that this particular section 303 of the uiedlcare bill, if passed,
would emasculate the entire purpose and objective so signally successful over
the more than 50 year existence of the workmen's compensation law. Is there
any real gain given to the worker by this type of legislation which in effect IM
affording to the employee a temporary duplication 'of benefits which, if passed,
would no doubt result In niost of the States enacting legfilation offsetting work-
men's compensation benefits to cure the abuses created by social secorlty's
overlap?

No matter what your position on the medicare bill may be, I reslctfully
join the great majority of employers In urging you to ellmi ate section 303 from
that bill.
Itr Is obvious'that section 303 will inerea.e claimants by the thousands And

complicate the administration Of the'disability progrAm.
As you know, up to the' present time the recipients bove been largely long-

t rm cases which the Social Security Administration does iot feel requIre much
administrative supervision. There ean be no db'ubt that if the sNition 303 defini-
tion l enacted, there will be large humbers0of persons With teiuPorary, Shoit-
term disabilitles who will become recipients and will have to be cohtacted 'on
a month-to.month basis to fihd fout if they; are still eligible, nbt 6) mentl6n- th e
duplication of benefits already being provided under the wOrkmen's cofiilenshL
tion laws ofthe'valous States.' - .,.

I trust, you will give this paitioulavatpendago t6tihe'iedlckre bill youi careful
scrutiny and because of the abuses to which it may lead, take action to have It
deleted from that bill.

Please accept my kindest rej~rdo.
Yours very truly,

R. G. SHiEPLEY.

47-140---6-t. 2----8
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RAYNA DRILLING CO., INC.,
DallaS, Tex., April 23,165.

Re: H.R. 6675--"Medicare': bill section 303-Extension of social security bene-
fits to the temporarily disabled.

Senator HARRY BYRD,
Chairman, Senate Finance Connittee,
U.S. Senate, Washington, D.C.

MY DEAu SENATOR: It has come to Our attention with the passage of the
"medicare" bill, H.R. 6675, by the House of Representatives that section 303
of the bill would extend disability payments for the temporarily disabled with.
out a corresponding reduction In the existing State workmen's compensation
benefits.

The -results to is would increase an already existing shortage of labor by
providing a means for a man to gain income (without working) In excess of
our present wage scale. Ultimately it would force us out of an already de-
pressed industry by the weight of the added taxes that would be necessary to
support such a liberal giveaway program.

It will be necessary for the drilling companies to reduce their labor force
so that labor overhead, including the workmen's compensation burden, will
be decreased.

It should be evident by this letter that our organization is opposed to
passage of the "medicare" bill and section 303 in particular.

Respectfully yours,
PAUL LYNoH.

AUBURN,, IND., April 23, 1905.
Re: Congress H.R. 6675--SocIal Security Amendments of 1965--providing

medicare and greatly broadening the duplication of workmen's compensation
and social security benefits.

Senator HARRY F. 3YRD,
Chairman, Senate Finance Committee,
Senate Office Building, Wa8hington, D.C.

DEAR SENATOR: I am expressing no views whatsoever about the medicare
bill generally, but merely calling your attention to one provision which could
result in doubling State workmen's compensation benefits--which in, the opin-
Ion of many employers are already too_ liberal, and -eneourage malingering.

This bill has passed the House. With respect to medicare it contains an
exclusion of workmen's compensation medical benefits. However, it also un-
expectedly greatly broadens the definition of disability.• No offset for work-
men's compensation is proviled4 against social security disability benefits.
This amendment therefore vastly expands the encroachment of social security
into the field of work injuries. Are you ,aware of this amendment?

Under the bill, workmen's compensation would be duplicated by social se-
curity in all cases of temporary and permanent total disability lasting 6
months or more. Duplicate payments, however, would begin with the end of
the fifth month. Presently social security disability benefits are payable only
for permanent total disability.

It seems doubtful that two compulsory statutory systems providing. benefits
for the same disability will both be permitted to continue for long. The danger
to workmen's compensation is obvious, since combined benefits especially at
the Increased benefit rate provided in the bill wovild exceed average take-home
pay in at least 47 States,

It Is expected that your Senate M'nance Committee will begin consideration
of this bill following the Easter recess It is most probable that this bill in
some form, will be enacted., To preserve workmen's compensation, the
broadened definition of disabUity under, the bill must be eliminated, or an
offset provision enacted. , .. •. • • I I . . :, . .. .. .

We urge that you and the other members of your committee give serious
attention to the elimination of what must be an obvious oversight in the present
bill.

Very truly yours,
W. SoH A , Atto v at Law.
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LEWIS FOOD Co.,

Los'Angeles3 Calif., April 19, 1965.

lon. IIARRY FLOOD BYRD,:
llhairnan, Senate Finance Comm ittee, Washington, D.0.
DFAR SENAToR BYRD: In reference to H.R. 6075, in my opinion, every effort

should be made to eliminate disability amendment In this bill since this would
make is possible in many States with Joint State and Federal payments to the
disabled worker to exceed his average take-home pay -and discourage any
efforts to get back to work.

It is not now uncommon to interview a worker who Is On relief who will ask
for part-time since they don't want to disturb their relief payments, and the
difference between relief payments and gainful employment payments, after
Income and other taxes are deducted does not provide sufficient spread to
encourage the worker to get off of relief. -

This is now being clearly demonstrated in California where our growers
are in desperate need of help-where we have thousands of workers capable
of doing farm work but refuse to take the job of stoop laboi instead of charity
checks. Of course, our farm problem was brought about by the fact that the
AFL-CIO failed to organize the farmworkers anl proceeded to lobby through a
bill that'eliminated the braceros and have left the farmers without stoop iabor,
and the citizens will probably be paying 100 percent more for vegetables than
they have in the past. My objections, of course, are in regard to H.R. 6675.
The information regarding the California farmworker was added for your
information.

Yours very truly,,
D. B. Lxwis, President.

THE GREATER PROVIDENCE CHAMBER OF OOMMERE,

Propvilence, R.I., April 22 ,1965.

Re H.R. 6675, Social Security Amendments of 1965.
Senator HARRY F. BYRD,
Chairman, Sen ato Finance Comm t tee,
Senate Oflee Building, WVahingt n, D.C.

DEAR SENATOR BYRD Several of our members 'have expressed concern
because of liberalization of entitlement to disability benefits under te above
mentioned bill. They are primarily concerned because of employees receiving
ivorkmen's compensation. .

The bill eliminates present, requirement tbat a worker's dlstbi!!ty must be
expected to result In death or to be of long LctlInued and Indefinite duration
and instead provides that tie Worker would be eligible it be has been totally
disabled for a period of 6 months.

Under Rhode Island law claimants for workmen's compensation are also 'n-
titled to' temporary, disability insurance payments Tbe present, linitaton
on combined benefits, is 85 peret 6f tb0 Worker's gross averageweekly wage
with a maximum of $62 In addition' to any dependency payments which can
amount to another $12.

Wheki this combinatlon of e rployr -employee financed be' erit. on the'i tte
levelii added to ,the propsed !iberallzation . ,entt- tnt to benefits under

the social security tamendments, it is evident that all Incentive to return 'to
useful employment is eliminated.

several of Our members have suggest hit the abovementloned social se-
curity amendments be further amended to exclude wrkme6i's compensation
claimants from the disability prqvLdons of teb program "until they have
exhat"stedtheir workmens compensation benefo.tR ,

4incerely,

.+Af:. anao'er, Gove npno~al ~afrt Eto#tmio Department.

"WiNOmaTre MS40RUL. lMITA
flen4ISaR BWYRoDsrr, -a,, A041 16, 1965.

WaeMnfg(ops, D.O. . ,
DEA& SzNATAI By=*D: Our mutual friend Joha , McL1 Adams, M.D, sugeted I

write you In regard to H.R. 6676, Social Security Amendments of 1985.
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This proposed legislation has a certain provision that appears to have the
potential of reducing and/or adversely affecting the high. standards of care now
enjoyed by patients in the Nation's hospitals. The particular provision Is ufn
der "Part C: Miscellaneous Provlsibns, Definitions of Services, Instituton%
Etc,,'! section 1861, inpatient hospital services, (b) (4). -This provision stats
'excluding, however 1, * * (4) medical or surgical services provided by a
physician, resident, or Intern * "

The Winchester Memorial Hoi'pital has gained a widespread reputation for
the excellency of medical treatment and hospital care. This position is the result
of the work of many dedicated laymen and physlclans, such as John McL. Adan&
M.D. The department of pathology and radiology are very highly regarded b%
cause of, the most outstanding; medical supervision of the work it the depart.
meuts by physicians who, are expert in their respective fields of medicine. The
department of anesthesiology under the .direction of a well qualified medical
anesthesiologIst has contributed materially to better patient care,

In order to be specific as to how these departments are operated and how thi
proposed legislation, will affect the normal operation; I will discuss each depart.
mnet In some detail.,

Th department of anesthesiology is composed of two medical anest!esiologl6s
and five nurse anesthetists. ,As a rule during the schedule of operations the
medical anesthesiologists administer anesthesia to patients.; In addition, theq
devote part of, their time to the supervision of the certified, registered nurse
anestlietists and the students who are learning to be nurse anesthetists.. Ths
is a most satisfactory type of arrangement that assures all patients of reveivin*
good anesthesia services. The reason the Winchester Memorial Hospital sought
medical anesthesiologists some years ago was to provide even better patient
care. The hospital could, of course, operate without medical anesthesiologists
supervising all the anesthesia administered but such loss would adversely affcvt
patient care. From the standpoint of mechanics of billing it would appear to
be alMiost impossible for the medical anesthesiologist to submit a fair bill to the
patient for the supervision provided. When a medical anesthesiologist, per
sonally administers an anesthetic he can very easily render a billing to the
patient for the service.The department of pathology lias a staff of 2 meileal pathologists and 31
other persons including technicians, students, and secretarial staff. This de-
partment. includes clinical pathology find tissue pathology. The technicians
and other personnel are enpertv'ied by the pathologists Who are physicians with
special training in pathology. From a pfactical standpoint well ovet one-half of
the pathologists' time is spent in supervision. Last year'the pathology depart
munt of the Winchester Memorial Hospital 1perforined o'er, 165,000 tests of
various types on patients. Thepresence of excellent sul trli tin tssures-the
physicians out the staff, who order the tests on patientsi th t *thtreults will be
consistent with the practice of good meolelne. .1tid 1o roSt&legislation
thb Winchestbr Memorial fospltal'could fl0t ihljide' th e i* (6n of these
pathologists in the daily costs. 'Further, lt Wfofld pper enely 1m.
pra(tiefl for th suiervIMAlon t6'be billed sa ,tel trC0 'the t1 bill ForexamplW, som&6 lab tests coAt $1. 'he -Atholtbkst' would -Uave1 to bill fo hi
portion of the $1 charge which would be extremely Impratkical and costly.'

'The department of rWObl1y iS 'Oiposed/o~t rebrndtoo6 tis an4- othei per-
s0oS inclUding tchlician, !studg". ,nd eleri al staff. .TheWinchester Me.-
'inorial Hog4ta tied t6e1Othieeerlier X.tray departmefntS hiVfrginivAnd thioubh
the years bas had a most outstanding ldepartmeni'df, 'adil1ogy: - The4radiol6, istssb|pervlse I hi~ rk' bh teChi~ 5 iriterpret ali f'tlue X-rtty'films t~ken,
Yn: additioilt0 th i friretAtIti of flltii tli raiiogokith pbfe~t6kiflUorA'p)c
dxamftiatlbns,' givd"X4ra0 treatments a ' -cobait i treantmets WollolinqJ' the t
advice the Winchester Memorial 'iAft li 1ibtAlled a' cobalt therapy tr, nitdlf th
treatment ofcancer an4 other conditions. Last year the departmoiit ofradlologypeuforuned overo 20100 ,Asts on pitlents. Without the Iumedlate services of
qualified 'rftdlogldts the 'Iiatieht of the Winchester Mliforlal Hospital could

conceivably receive less than our desired goal and moral responsibility for good
care,

I wfill fowpreaent tmy'bbjectiolis t&6the particular provision of this bill.
1. T he "serviCes '6f. radloloij; pathology, and anesthesiology have long been

recognized as medical and hospital services that properly- belong ii6 the, hbspita.
2. These services would be less than adequate if experts in these reepectiv

fields of medicine were not immediately available in the hospital 'rreetlve 'df
the patient's ability toipay. .1l3der i thispropnsetd 4egllation Iff avpotlenttdid.L:. ¢ ,r ~ ~ 7 it-: '.i,,1.* ,,/ J..t . ,:', , o ' . , I" :) It,; ii %-t :' I ' ' ..i ' "
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not take the voluntary supplementary Insurance plan it Is conceivable that he
would ,not benefit from the knowledge Of the specIalist in. nesthesology, pa-
tlologY, and radiotogy, It is highly possible tbht 'physiclAla' n6t qualified
these folds of medicine may attempt to interpret the various tests and that* could
be detrLmental to good patient care. Further, without the direct supervision
of the various techniciius by a qualified specialist there could be 'a deterioration
In the quality ofthe Work performed. In addition, tinless these specialists are
on some type of contractuirAi arrangement with _1 hospital the medical staff
could pot be as dependent and donlnnding for 'their outstanding services. One
Car seriously: question the effectiveness of these departments that do not have
contract physicians In charge..,

3. From the standpoint of billing, a patHleit in the Winchester Memorial Hos-
pital receives one bill for all hospital services. Under this proposed legislation
a patient could tecolve four bills instead of one. This Would undoubtedly in-
crease administrative costsvery substantially. This Would in effect Increase the
Nation's health bill. o oi h e t

4. T4h6 Winchester' Memorl"1HospitA1 has diffeht arratgbennts With those
specialists tht appear tb be fair to'the patieptAS, the physicians, and the hos-
pital. If thteisprovlbli is left in and the bill beores4 law it will be necessary
to renegotiate these contracts.

5. As the bill Is now written it would appear that the only contract pos lble
so that supervislou'would be provided would be oe'of k 6lAse type. TtIs would
meain the hospital W6ofld lease th6 department to the partlulaRt specialitand
In affect lose all control. These departments are In effect closed departments.
Tit closed management' is mandatory because of the 'supervision necessary to
assure good work by the technical personiahet., In hospital. sdtch as ours there
could be a lot Of public Indignation against eae-type arrangements since thI
hospital has been bulk with substantial indI, Idial cntributioiis."

0. This bill would greatly affect Blue Cr69sA-Nd oth r health'Iusurors who now
include services as hospital services. A hosp.t11! would in ,effect b6 providing
only room, board, aid nursing a-e..

Title XVI-Htlth insurance for',the aged,'proli bitionagainst any Federal
interference; section 1801 states: "Nothing in.this title'shalV b construed to
authorize any Federal office or employee to exe'eise any supervision or control
over the practice of medicine or the manner In which n'edl&Il services ate pro-
vided 0 * * to 'eX6rcise any supervisi h or control' bver the- adMnilstratlonof
amvy such Institution, agency,'or person." -I ,

In order to carry ut the above, provision the bill shout&tnfike It possible for
hospitals and' these certain medical Specialists to work out contracts on a local
basis consistent with the needs of the particular community and hospital. The
bill should be so written' that the total charges for anesthesiology, pathology,
and radiology services would be covered as hospital serviceswhgl these vrvleq
are offered as hospital services. In addition, thq4lil should prvid toit Payi
nient when these services are not provided by th hospital difctly.,,J deeply
appreciate the opportunity of presenting this matter as It appears to afferNoUr
community and our hospital. If I can be of further service please commit nmy

hW. , kindest personal regards and best wishes,7
Ydir'svery truly,

He o .eti. oii 808 of the medicare bill; !

Hol. RALP YAu6RouoH, -
U.S. Senate,1,Wasahngtoph D.0,

Dr *EqAtOi bYA1MsboUOd':' Diriug'my lifetime and IA prtlcular dutng the
past few'yea the degteev, lo Feraliutit~ioiupoinprivate onterpse'apOf the
individual has reacted &iarniine pxoot|Ys. ! 'This resultip h in edir'til.t
mont of our individtial teedomi and will itos undue tr bu deps 6t' oly
uponour eltizenq -f today, but also.upon future generations. ,:It: shtruif
that "The power to tax is the power tO destroy."1

It Is now apparent that some form of medicare will beeomrd Fdetal lad. For
that teason I shall not direct my remarks to the medicare bill as a whole, but
Will confine them: to a particular section of thebll, sexton 8.
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SeCtion 303 is not even pertinent to the purpose of the medicare bill, but is a
nonrelated amendment to the social security disability program. Under the
present law, tie social security disabiliy prograiu Is intended tO cover cases of
sdVerQ, long-term disability. Section 303 would drop this requirement and would
make benefits available to workers who have been out of work for 0 months with
any medically determinable mental or' physical Impairment. This would result
in thousands of workers collecting not only social security benefits, but also
other benefits available through workmen's compensation and other local or
employer-financed programs. As a result a person could collect more tax-free
dollars for not working than he would have earned on the Job prior to his injury
or Illness. There would be no incentive for rehabilitation under such a program.

Section 303 is Just another encroachment following the many other encroach.
Ments the' Federal Government has taken upon private industry. Section 303
would destroy the workmen's compensation insurance system. If that haPpens
the major impetus for occupational safety will be- destroyed. Workmen's coin.
pensation costs are based upol actual loss experience of Industry groups and of
individual employers. This gives the employer a direct'financIal ;ncentive to
improve Job safety, thus reducing the cost of accidents through safety programs,
medical programs rehabilitation and other loss control techniques developed by
private Industry.

Consider also the additional cost section 303 will Impose upon private industry
and all of the American people. I need not point out the icontinual rise in social
security taxes during the past several years, and I am sure you are familiar
with the fiure increases that will be necessary to meet the present social security
paymelits, not lo mentqn -the additional program of medicare. All so-called,
Government benefits are charged back to the public In the form of taxes, whether
they be called income taxes, FIOA, or what have you. Unfortunately, the cost
is much greatertban' the benefitreceived.

How much add itional cost .Will section 303 ofthe medicare bill, H.1t. 6675
impose upon us? How much wider will section 303 open the dobr for, Federal
intrusion? Nobody knows for ture. Section 303 is being rislied through Con-
gress on the cOatta.il of the medicare bill, without public hearings, and with
utter disregard for the disastrous effect it will have upo6 the established
programs of private enterprise.
I I urge you to work P'ward the elimination of, section, 303 from the medicare

bill.
Yours very truly, • TONy ' Dipxgi[EYER.

U.S. SNATE,
Washingtog, D.O. April R4 1965.Hon. HARRY )P. B~mD,

Ohafrmqn, Renate Finane ?Jommuniee,
Was nton," b.C. ebO

My DEAR HARRY: With further reference to our recent exchange of c6rreapoqd-
ence, I send you herewith a proposed amendment to the social security bil, 11M.
6675. The amendment would Provide that, for 'the purposes of dtermining
whether the earnings of an individual receiving social security retirement bene-
fits exceed the limits prescribed by law, the value of meals and lodging provIded
by and for the convenience of his employer would not be taken into account. As
you know, this amendment would bring the earnings definition under the social
security law in line with the income definition as contained in the Incomt tax
laws. %

I would appreciate it if you would bring the amendment to he attention of
other members of the Senate Finance Oommittee -when considering HR. 6675.
I will, of course, prsonally talk with you about the am'elidwent at the first
opportunity. ifyou need any further information regarding -: :ft.Mendment,
pleaseeidvise me.

With warmest personal regards, I am
Very Oncerely, ,

LTSTEII HIyT.

Enclosures: (1)D Iidat of -diOnnment -and (2) copY of original letter from
James W. Wilson, administrator, Piedmont Hospital and Nursing Home, Pied-
mont, Ala.
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AMENDMENT

Intended to be proposed by Mr. Hill to H.R. 6075, an Act to provide a hospital
insurance program for the aged under the Social Security Act with a sup-
plementary health benefits program and an expanded program of medical
assistance, to increase benefits under the Old-Age, Survivors, and Disability
Insurance System, to improve the Federal-State public assistance programs,
and for' other purposes, viz: On page 218, between lines 19 and 20, insert
the following:

(b) Sectidn 203(f) (5) (0) of such Act is amended by adding at the end thereof
the following new sentence: "For purposes of this subsection, there shall not
be included as part of an indIVldual'i wages remuneration received by him in
the form of meals or lodging if such remuneration Is excluded form the gross
income of scb Individual Under section 119 of the Internal Revenue Oode of 1954."
on page 218, line 20, strike out "(b)" and insert in lieu thereof "(c)".
On page 218? line ' 20, strike out "subsection (a)" 'And insert in lieu thereof

"subsections (a) and (b)".
PIEDmoNT HorAx.. .&D Nuusxtf Hoge,

PIedmtnt, Ala., FeIruary 94, 1965.
ifon. LisTER 'HILL,
U.S. senateWa87&ington, ' D .

DFAR' SsxiAo: The board of trustees of the local hospital, has been con-
fronted Wit4 problem that appears to be detrimental to employees 65 years. of
age and over that are drawing social security benefits.

In the implementation of the Social Security Act, a person that is drawing
these benefits is not allowed to make over $1,200 per year without a check or
checks being withheld by DOW to be within the $1,200 limit. This part is
reasonable, -as the drawee is gainfully employed to supplement his income. The
part that appears unreasonable is, "that people in this category are penalized for
having received meals given by their employer which is for the benefit of the
employer." These meals are charged to the person as earned income for social
security purposes. The W-2 forms will show FICA taxable wages $1,350, wages
for income tax $1,200 because during the year the employee has been given meals
in the amount 'of $150, solely for the benefit of the employer.

Over the United States there are, probably thousands of persons employed by
hospitals, hotels, cafes, and other public places that are in the age category above,
tiat.'are given one meal per day per, employee. . This Is for the benefit of the
employer , nd the public, whereby services to the public are not interrupted.
Each is being penalized by "a gift, that is to the interest of the employer as the
excess of $1,200 is charged to the employee*although it Is a gift'.

I'lor practical purpo ses and for the benefit of the people In the above category,
it appears that thec SWc9l Security Act should be amended to read as the Internal
Revenge' Service Act, "that if an employee is given meals ax d lodging expressly,
for -theinterest. of the employer, then that value given Is not considered as
taxable income." ."

The board of trustees has discissed- this wlht local, State and regional so-
cial ecurtty offices and find that this' is the law. if this is changed It will haye
tdabe done by Oongress. , tqbenefit the persons this was written to aid, It appears
that a change should beonsidered.

Please give this Your"seriousconsideration and if you agree that the'persons in
the category should a9tbe ;enali~e ! by a gift- it will help numbers of persqns
if youwill set the nachinery ii motion to amend the law..

$anai you for your consideration.
Very truly your, -,

PIEP:KONT HOSPITAL tIOARD 0' -1RSTEE8,

STATEMENT 'O, AuEfacAx S6ot'rt OP :IN[K1iMAL M6D1I6NE, SUDmITTIED' DA.

Beckloy,!,W. Va., April 20,1965.,1
Hon. Roa ITi C. ByRe, ', - '.' '.

$mnato OffiOe Buildtg.,

DEAR Sri: Enclosed herewith Is a statement by the American Society of In-
ternal Medicine of which I happen to be a member, and which I wish and hope
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that you will find the time to ppisuejalrly Carefully, and let we know your
reaction to its content ...... rf.....lt e kow..

I have studied the transcript, eng (osed, fairy carefully, and I see no reason
that the suggestions madeare not within the desires thn' all, of -us want iu
regard to medical care for the aged, jt seems to me particularly destrablp tha(
the comment on .R. 665, part B, ",Supplementary Health IsranCe Benefits
ar0 apropos and have fax reaching significance. The fear of domination of per.
sonal medical care by the Federal Government iq not without some foundation
and any method, equitably delineated, that will obviate this fear must, therefore,
be wel founded. I would direct your attention t. the present situation that Is
prevailing In Briltain today. the, posskbilbty of a strike, certainly on.the part
of all general piractitoners, is definitely possible. More iluportantly, however,
has been the affect on enrollment in medical schools, and thia gradual diminished
supply of physicians to Brjtain'itself. I have had a .umber of djscussins wit6
British emigres, who are, presently practiing in thiS area, and they are only
part of the number who are almost daily or monthly leaving Britain fox- other
areas in the world. Australia, Canada, the United States, South Afriep, etc. Qne
estimate by a knowledgeable individual is that within a period of 10 years if
the present system continues, that' there Will probably be less than half the
number of physici'nm presezntly practicing in Rritain, and the nunber.of qualifie4
applicants for medical school will concomitantly drop as well.' Hiet6rh' 'lly, the
development of such a program as is presently contemplated wlll nevei' be' 'trmlt
nated unless revolution develops, and particularly is this true In'a natlooi tho size
of the United States. It thereforei behooves you, 'our represenittIVsV td b a
deliberate, as sagacious and as prescient as possible in developing this total pro6
gram. That is my reason for asking that you puinaue this en01osure to see if
you do' not agree that these suggested 6inendments will only add to the strength
and workability of the total'program. ' .

Thanking you for past favors, and hoping'that y'u'chn seO fl'to 'support the
presently recommended amendments; Iam -'

-Sincerely yours, - - ' ... D, : <:W.. FRFD RlOnm0lqpp, M.D.'';

AirEIRro&N SOCIMY OP INTEANAr," MEDI0Xi , ':
San Frdncfps ; Calif., April'8.1965.

710 the Members of the US', Senate: '

SThe American Society of Internal Medldlne is' 4 national' organization th
8,000 members who are all'qualified intorhitdt*1 Thetposek of the igocierty A
,,to study the scientific, economic, -ocial acdlpblitical' aspets 0f 'medicile aOt t
nntl6nal level, in order t6 "'secure arid hnAintal ',e: best patient cate and the
highest standard of practtee ihiiinternal ihedicin.' %

But these stated purposes are far lss iportt'i'tthon'the'tn- dtHtiolaloflcern
of the' prabtcink physician' With his 'siek'patintW aifd' ,Witht"M iifujity of 'are
they receive.: It I thighg dticerii which hap stirred lthe intb -oflnle-mbers
of 'this '6rganizatioi-iri the proposed a
surgicalhservices Which will comprise' the tifliR of 'c~iiti rendered under A'iedicare
law, and their sick patients will therefore'rece{le many of the befits. 'The
memberN of - this' organizations onsiditbat',bey darte a c0oi' nite'iest1wth
ehch U.. Senator and each i'eC."ntative in the C-)igrcsa in' thel ' d e6s e
be'stre thaithe'o ar r610lIded'is:0f the highest* hllty,' nr this'reason'tlib "

American Society of Internal Medicine feels an oblighticn tospeaku'p at this
tile and share Itg'views with'the fnm beiso0f theV. . Senat '.'This society the refore Urges 'thatt all Sdiit6rs aktid Memberd 'of' the Uou se odf
Representatives carefully 'consider' theb niediare bill" ' socially 'we~az~ e  .6n-
cerned with the Implication for'the future of p0ttent caie' ti* 0 06hi t6n .

gained in the proposed title XVIII of the Social Security 'Ac fstif'dtiedin
M;R. 007. The bill inake6,ptiisitn foiGoMe6rnment subsidy of hospital, n ix'.
ihg home, and" ptofesslonal care for' individuals over 65 regardless of Their
financial need. The bill also clearly lives't6 the Secretary ofthe Department of

fepalth, education, and Welfare the ultimate authority, to .detepiine tle, ature
of. 'the-quality of, and .he payment .for, -whateyer services are to be rendered.
This is a clear departure from the American system of medical care which.has
become the envy of the other'systems throughout the woxld.

The American Society of Internal Medicine heartily approves what is undet;
stood'to be the plan of the Senate to hold open dF~xuuPioa #and publid.hearingo
which have always beel customary foi such an iWporthnt, 'cOstly,' and far

• i' J :: ,: i .; , .. : ' .: ,' ,: '', , . . ' ' , ' ". : ',F " !
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reaching measure. The SoCiety hopes to be- heard at that time, and further,

that Its suggestions for improvements in the Bill will receive consideration.

The American Society of Internal Medicine would like to make the following

comments with respect to H.R. 0675, for consideratioi by members of the United

States Senate, These comments refer principally to the proposed Title X1__I

to be added to tie" Social Secui'ty Act*and entitled ""HeaIth Insurance for the

Aged." They are based 'Uponthe assuinption that (1) tax-supported medical

care will no longer be limited to those In financial need, and (2) the principle

that there should always be the greatest possible local and State control of

federally supported health care programs will no longer apply.

i..a 675 ;PART? HA0'"-A'Pr4L INSURANex BENEFITS FOU THE AGED"

If it' 'is decided' by th6 Admlintsiratin"and th.Congt es s that the federal

GoVernm e 'wIl! provide' payi1bnt formedical 'are for certain individuals

whether they need It or i-ot: by -ineas of a Social; Security payroll tax, then.

American Society of Internal Medicine bellevei. that the benefits: so proved d

pbould be limited t6 d6iicil1iry 'carC6' ina' hospital hiurslng "home or similar

facility. This Soclety believe that Ieipreo.ntatV* Wfibur.Mhils zlnd the merebqrS

of the Hos Wgys and Meanii O mieettet hve niade distant hnprovements over

"1A Bt HoWeVer, it would Strongly recommend the, t0t

eisIdt'f b neftkjr prd,6.. fisonal and dingustld serviceslfrom' this section.

This would bildte iv bat'ap'tts to have the desirable Intent of te Heue
Wn.y, and Meafnl Comitte,,.' If the hospital':bei* fitsi"dinder this sectI0 aie

reshrited t 'it illlat",y care hen they would i ori.or, lessi parallel th cbncePt

of'the, 6ciai.Y8CeuritYee h# )*ymenti. Thus they Wuld erve usa base .up(o
which an individual coihld idd whatever'Is needed' tobnUild up an adequate

program for his own needs, just as the Social Security retirement benefits serve

as a base for an individual's program for financing his retirement.
.5. 0675, T I.....BUIPLEMENTABY hEALTH INSURANCE BENEFITS FOR TILE AGED"

The Amerlchn Soclet'yof Internal Medicine hna ts greatest concern and appre-

hension with respect to the ,"Supplementary HeAlth' T ir'nce" Benefits for ' the

Aged" section of H.R. 6675. The intent to provide a voluntary 'program with

benefits to supplement the basic compulsory program of domiciliary care is most

commendable. However,'It appears to knowledgeable persons in our society that

this section as conceived anf written will, prove quite unworkable without rather

precise regulation and control on the, partof the Secretary of Health, education.

and Welfare. -.This Inesea;gably raises the, specte' of eventual, domination of

medical Care In this Natlon'by the Federal administration through the office of the

Secretary of Health, Education, and Welfare or ,an office responsible to him.

The quality of medical services would- then become the. responsibility, of 'the

Federal Government rather than -of those who renter, the services. It Is the

belief of this society that neither the American people nor the U.S.-Senate
wish this eventuality to come to pass.

If it is.to be the decision of the Congress tO pr ovide Federal financial support
of medical services for those over -65i -whether on-a voluntary basis or not,
or whether In financial ne.ed or not, then the Americai Society of internal
Meditine #ug#e-tts that thi be done through a'methanIshi similar to the Federtl
Employee Health, Benefits 'prograii whtch " has pro'Ve to be so successful.
This program has now gained a substantial amount of professiohal'TlntuatUAril
experience. It has been .ound to be a Workable pi'ograi- whicl f  hag been
sotisfactoryl not only to the Federol Government, but to physicians and patients
as well. This aight provide a happy solution with which the medical profession,
the sit*patents and ithe Golernment could live in -harmony. '

If this 1 tobe done, the American, Society of Internal MediCine would lke to

suggest 0 .4.h 00 "that there be-eetablish cd some sort, of a health benefitscomxplsson, ,.rl board, .perhaps *ldth represqatatlon from' the medical ,profesui~b,

.varius, InsUgAnce carriers, and the consumer -as-*well as-,from 'Ooietrniet,
huql4 'comnqissjon or-board Wi oPerate the programAIn similar fashlio to thb

Civil 8e.rvice: Oozzunislo0n atirn. of ,the -Fedefl health benefits: pro . It
should l "Ofquasindependet. status.,ThiS would 'remove ,the fear Ofdomna
t0n of peirsonal medical Oaze by a. powerful Federal agency, aind Would make the
sape. kind, an4 quality of a(edteal care available for all -Most imporinti ,

Pold1aver Ejp~f~biutj for tbfe cp)ntrol of, quaIity,, an&dcot ,with, those *who
acually'provfde andre~nderthecare.,,f,, 14
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1I.R. U675, AMENDMENTS RELATING TO. IMPROVEMENT AND EXTENSION OF Till
KERR-MILLS PROGRAM

This section of the bill, together with the subsequent section III, "Child Health
Programn Amenduients," appear to the American Society of Internal Medicine to
be Improvements in thce programs for the needy which are long overdue. ttow..
ever, there has not yet been an opportunity to study them in detail.

IN SUMMARY

The officers and trustees of the American Society of Internal Medicine speaking
for 8,000 qualified internists in this Nation, respectfully suggest:

(1) That ample opportunity be given for public hearings as well as carefulreview and study of the provisions of this most complex-and far-reaching bill.
(2) that all professional and diagnostic services be deleted from that partof the bill which, in part A, provides "Hospital Insuiance Benefits for the Aged"

by means of a social security tax, and
(3) that serious consideration be given to improving the section of the bill

entitled "Supplementary Heolth Insurance Benefits for the Aged" as presently
outlined in H.R. 6675. The American Society of Internal Medicine believes
that this can best be achieved under a plan parallel in structure and function to
the eminently successful Federal Employees Health Benefits program. TheAmerican Society of Internal Medicine further believes that the program should
be administered by some sort of quasi-independent health benefits commission
or board with appropriate representation which would remove the fear of
domination of personal medical care by a powerful Federal agency and make
the same kind and quality of medical care available to all.

THE COUNCIL FOR HOMEOPATHIC
RESEARCH AND EDUCATION, INC.,

New York, N.Y., April 21, 1965
Re S. 1: I.R. 0675 "medicare" bill.
To Hon. Harry Flood Byrd,
Chairman, Contmittee on Finance, U.S. Seitate,
Wash ington, D.C.

DEAR SENATOR BYRD: This organization respectfully protests against the- exclu-
sion of the official Homneopathic Pharmacopoeia of the United States from the list
of compendia contained in the definition of the terms "drugs" and "biologicals"
as recited in subsection (t) of section 1861, title XVIII of the above bill now
under consideration by the Senate Committee on Finance.

We hope this discrimination against those who wish homeopathic medical
treatment can be corrected'before the bill is voted on in the Senate.

Sincerely yours,
CONSTANIINE SIDAMON-ERISTOFF,

Presldent.

FEDERATION OF JEWISH AGENoIES OF ATLANT1 COUNTY,
Senator IAR.RY F. BYR, Ventnor City, N.J., -April 2,, 1966.

U.S. Senate. IVashington, D.C.
DEAR SENATOR BYRD: H.R. 6675 is an 'excellent measure. May I ask that you

consider two changes.
From an administrative point of view, it- would appear to be desirable tO

have the cost of hospital services of radiologists, pathologists, physiatrists, and
anesthesiologists included under hospital costs provided in, the bill, and further,
that the payments requested of $40 for hospitalization, $20 for diagnostic service,
and .$50 for doctors' bills, be eliminated. Our experiencein New Jersey, whereI 'serve as chairman of the Committee on Financial Assistance of the New Jersey
State Board of Public Welfare, his indicated that such provisionsare confusing,
often conflicting, and are administratively more Costly to enforce than the funds
that are saved.

This was our experience in implementing the 'Ketr-Mills programs, for Pedial
assistance for the aged In New 'Jersey. I ani' duite certain that It would be
even more difficult to try to do' so on a national basis.' .. i. odb
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Furthermore, the hospitals, in the first instance, would have to re-do their
own statistics as to daily costs, etc., for Blue Cross and others, If the specialists'
services are not included as part of the hospital costs. As regards public assist-
ance clients, the State would have to absorb the payments listed above and
provide for a very complex bookkeeping operation.

I ain mindful of the intent behind the recommendation for these payments.
It would seem to me, that the purposes could best be served by a much closer
supervision and review process.

A great and historic forward step will be taken when your committee com-
pletes its deliberations and substantially approves 11.R. 6675.

Most sincerely yours,
IRVINo T. SPIVAoK,

Executive Director.

BURROouo1s WELLCOME & CO. (U.S.A.), IrC.,
Tackahoe, N.Y., April 2, 1965.

Heo1. HARRY F. BYRD,
Chairman, Senate Finance Committee, Senato 01ce Building, W1ashington, D.O.

DEAR SENAToR BYD: I understand that your committee is now taking under
consideration the Social Security Amendments of 1965, H.R. 6675, 89th Congress,
passed by the House on April 8. 1 would like to comment upon this bill as it
would affect the supply of drugs under the Federal health care program for
persons over 65. Two provisions of the proposed bill could have the unfortunate
consequence of limiting the drugs available topatients under the "medicare"
program.

Section 1861(t) 'of the bill would permit reimbursement only for drugs in.
eluded in the U.S. Pharmacopoeia, the National Formulary, New Drugs or
Accepted Dental Remedies, or approved by the pharmacy and drug therapeutics
committee of the medical staff of a hospital cooperating in the program.

These compendia are concerned mainly with individual drugs. They do not
Include many therapeutic drug combinations which have found wide usage in
medicine because of their effectiveness and simplicity of administration as well
as the economy afforded by having the Ingredients combined in a single dosage
form. In addition to depriving the patient of many new drug combinations now
widely used, the publication schedules of these compendia may lead to delays
In the listing and availability of approved individual new drug products. Of
the 113 products in our present price list, 59 do not appear in these compendia.
Among those excluded are a leading prescription analgesic, which has been used
by the medical profesmon for over 37 years; the majority of our topical, othe, and
ophthalmic antibiotic combinations which are issued under the certification
procedure of the Food and Drug Administration; a long-established prepara-
tion for the treatment of coronary conditions and a new drug approved by the
Food and Drug Administration for use in the treatment of a certain type of
cancer. Unless approved by a local hospital therapeutics committee, these and
other useful medicines would be denied to the "medicare" patient. The provi-
sion for approval by the local hospital committee would not be expected to cure
this defect. Individual action by local committees would probably result in
lrck of uniformity of drugs available in different hospitals. Many hospitals do
not'have such committees, and since the committees themselves have 'a varying
degree of expertise In evaluating therapeutic products, factors other than the
effectiveness, quality, and safety of the drugs Involved may enter into their
decision. .

Of necessity this could result in itterference with the physician's right to
prescribe for his "medicare" patient th'i same drugs he would Use for the treat-
ment of his other patients.

Accordingly, we favor amending section 1861(t) by deleting the words "Or as
are approved by the pharmacy and drug therapeutics committee (or equivalent
committee) of the medical staff of a hospital furnishing such drugs and blolog-
lcals,' and substituting "or are ordered or prescribed by the attending physicians
on their medical staffs of hospitals for the care and, treatment of patients."

Similar objections with respect to the availability of drug products arise under
sef.tions 1814(b) and 1861(v) (1) dealing with reimbursable cost, Which m-
power the Secretary of Health, Education, and Welfare to exclude certan" drugs
from the "medicare" program 'on the basis of their cost alone, deepit the fact
Ihnt effectlVetisi and quality should be the prlnclpal concern. 'Coisideration of
the reasonableness of 'cost Is, essential to the effective implementation Of the
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Medicare" program, but it would seem that the addition of the following l0
guage to section 1861(v) (1) would accomplish the desired'result.
S"Prosied, however, That charges for Items or services furnished a patiem
shall be deemed tb be reasonable if they are ordered or prescribed by the patlenar
physician for medical reasons, and If such charges do not exceed the customary
amount charged by the provider of services to persons not subject to this title.,

I urge that these sections be redrafted to assure that no drug the physical
deems desirable for his patient will be denied him and that the same standard
of care will-be available to every "medicare" patient.

Sincerely, .• W. N. OBEAsY, Presldent.'

WESTINGHOUSE ELECTRIC COiP.,p
Sunnyvale, Calif., April 28, 1965.

Hon. HARRY FLOOD BYRD,
Chafrmat, Senate Finanoe committee , U.S. Senate,
Washington, D.O.

DEm Sm: One -6f the most undesirable and harmful points of legislation iD
the eyes of private Industry is. that portion of the medicare bill liberalizing tOe
definition of "total disability." .. ,, .III

As a California employer, we .find An ever-increasing tendency for employees
incurring on-the-job injuries to remain away from work for periods far in ex.
cess of the period-needed for medical recovery. This has been brought about by
'the -increase of State unemployment compensation disability: benefits, beyond tlb
maximum provided by the California workmen's compensation law and the ever.
continuing liberalization of the referees of the industrial accident commission.
Many injured employees are financially better to remain:away from work and
collect the two benefits referenced above. -, - - ! ' _, '

If the liberalized, definition of "total disability" is,, allowed, to be put into
H.R, 6676, it will encourage more and more industrially injured to prolong their
recovery period in .order( t qualify for the additional social security benefit
This will not only add substantially to our already excessive compensation costs
but will be a very bad psychological factor for the workingman.

Your efforts in .preventing this. provision from getting into H.R. 6675 are
sincerely requested.

Yours very truly,
IRVING F. ALLEN,

Supervisor Workmen's Oornpen nation.

WISCONSIN COUNCIL -OF THE BLIND, INC.,
Madison, Wis.' April 24, 1965.

,Senator BYRD,
COAairnan, Senate Finance 0ommittee, -
Senate Ozloe Building, Was#hington, D.C.

DEAR SENATOR ,BYRD AND MEMBERS OF THE SENATE FINANCECOMMITTEE: This'
organization, which. represents approximately 1,200 visually handicapped clti-
zeus of Wisconsin,- wishes the committee to know that sentiment here is strongly
in favor of incorporating in the current social security bIll the last section of
Senator Tower's bill S. 940). The provisions contained in this section were
adopted as part of the social security bill in the last session but, as you know,
this billdied in conference. -.We. Join with many other organizations of and for
the blind in urging you to give this matter your most serious consideration. -

Respectfully yours,
GEORGf CARDj,,Ewecutive ,eOreta-y.

GREENWIMO, CONN.i Aprit 261 1'905.
U,S, Senator HARRYu.J. BYRD,
Sate OfXc6 Ruildf ,g
Washington, D.. ,.

.DEia SNNAT R BYm): 8|nqe you are chairmann of the Senate Finance Com.
mittee,.and.I kno your gret interest in sound andfalr leglslatlon,, I strongly
urge you to elintnate the Amen dent on disability benefits. .
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The proposed amendment would permit a temporarily disabled worker to
receive dual benefits which in many cases would produce more than the worker's
take-honie pay if he were working. This Is so patently wrong that it must
hare been an oversight when passed by the House. I understand, for instance,
that a married man with two children, earning $5,000 per year, would receive
so.201.60 in tax-free benefits under the proposed admendment, as follows:

Earning while working:
Gross wage ----------------------------------------- $5,000.00

Federal income tax ------------------------------------- 286.00
Social security tax ---------------------------------- 174.00

Total ---------------------------------------------- 460.00
Net pay after taxes ---------------------------------- 4540.00

Benefits while disabled:
Workmen's compensation ($00 per week) ------------------- ,120.00
Social security disability benefits ------------------------- 3,081.60

Total tax-free benefits ------------------------------------ 0,201.60
I trust you will study this costly amendment with care and act to prevent

the further extension, In this unreasonable manner, of social security into the
workmen's compensation field, which has been operating successfuly over a period
of 50 years.

Respectfully yours,
CunsIss E. FRANK.

STATE OF OREGON,
STATE INDUSTRIAL ACCIDENT COMMISSION,

Salem, April 29,1905.
Hon. HAuRY F. BYRD,
Chairman, Senate Finance Conamittee,
U.S. Senate, Washington, D.0.

DEAR SENATOR BYm: We, the commissioners of the Oregon State Industrial
Accident Commission, respectfully request that you give careful consideration
to section 303 of H.R. 6675. This section is a nonrelated amendment to the
social security disability program and is not pertinent to'the medicare program.

The encroachment of the social security disability program through the overlap
of disability payment to permanently id totally disabled workmen's compen-
sation claimants has had a hampering effect on efforts to libprove vorkmen's
compensation benefits. If social security is allowed to further invade the Work-
men's compensation system through payments for time loss for occupational
Injuries, it will be Impossible to increase workmen's compensation benefits to
keep up With the need.

We respectfully direct your attention to the danger to safe working conditions.
The outstanding records In safety of today as compared to the times before
workmen's compensation are clear proof that *orkmen's compensation has given
greater impetus to safety than anything else. Records will show that the
graduated premium rates, reflecting the effectiveness 'of :employers' safety
efforts, have saved untold numbers of occupational Injuries and fatalities.

All this will be lost if social security is allowed to absorb workmen's com-
pensation. There is no distinction in social security payments made by employers
that reflects the degree of hazard or the efforts made to reduce injuries to their
workmen. . This powerful incentive which is , fundamental to workmen's com-
pesation is totally' lacking in social security. It Isitip*vitqble that occupational
injuries will increase. ' -'

To cOmat that unwanted Andition Iii almost certh thlat' tbee will be
a ,demandfor. threturn' f.' common law rights 6f te w4 , kmau to sue his
employer. This 'system was ever'atisfactr to thi w ikers tv wild benefit001 6ttOrneys, will .cos ipg the publtc ' huge sums in p1'0ipvlin6thAe court
,n respectful' tM that t OU'ytitd i ty hnr* fo e on JO3 iei" -
In' suvbh a way that ,asl~it ppm~~6~~ tpyt riiesCoM13

tionciaftindht , f-or ar ng, Inetle ae~ r~o 'Vvrmol
com~~cnsatlozz b-elanw e us not, ima 4W~0 w~tzi , ,Wr~me'

*'~ r -



1096 SOCLL SECURITY.

to workmen's compensation claimants paid as a cost of production to tt*
employing entity and also tailored to encourage safety.

Thank you for your consideration.
Respectfuly yours,

CHARLES B. GILL, Ohatrman.
Wm. A. CALLAITAN, Oommis88oner.
WILFRED A. JORDAN, COMlfiR8oIller.

CONoESS OF THE UNITED STATES,
HOUSE OF REPRESENTATIVES,

Washington, D.O., April 8, 1965.
ilon. HARRY F. BYRD,
Chairman, Committee on Finance,
State Office Building,
Waehington, D.A.

PFAU SENATOR: It has come tO my attention that urider the present piogralm
for medical care for the aged about 2 million persons will be covered by thi
proposed legislation who are not now insured. It would seem to me tlat the
principles contained in Public Law 87-693, with reference to the recovery
of tortuously liable third persons, might be incorporated into the medicare
bill now pending in your committee. As you will remember you were the author
In the Senate of 87-693.

As you know, the House is debating the bill with a no amendment provision,
and I wondered if you might consider the possibility of adding the concept
contained in Public Law 87-693 to the Senate version of the bill. A copy of a
proposed amendment and a copy of 87-93 Is attehed for your considerations.

With kindest regards,
Sincerely,

CHARLES E. BENNETT.
Enclosures.

MznIoARE BILL, P. 107, SECTION 103(D)

Notwithstanding any other provision of this act, or any other .provision ot'
law, the Secretary is authorized, with respect to any payment made to a pro.
vider of services on behalf of an individual whose entitlement to monthly
insurance benefits under section 226 of the Social Security Act Is authorized
under section 103 of this act, and whose illness or injury was caused under
circumstances creating a tort, liability upon some third person (other than
or, in addition to the United States) to pay damages therefor, to recover from
said third person any payment tOus made and, for purposes.oof effecting such
recovery, the provisions of the act of September 25, 19Q2 (Public Law 87-Q93,
42 U.S.C. sees. 2651-2653) shall be applicable to the Same extent as if the
United States had furnished the hospital and medical care and treatment to
such lpdivldual under authorixation or, req~lprement of law; and all, amounts
so. recovered shall be returned to the Federal hospital insurance trust fund
established by section 1817 of tbe Soeial Security Act.. , .

Pubile w IW.87-693 87th Congress, H.R. 298 September 25, 1062
* ,. .+ + . + , + ' A N! A O | ' ... ,+ ,, '. .

To pt'ovlde' fok tifi recovery froin torttotUgls liable third peronS bf the cost of hospital and
;medicalbcare and-t 'atmentfurnlshed by, thd United States

Be it etiacted by 'h' 6'ate-'arn )6Ou e of Repr'sediltativcsof the' Id:te igd tes
of America , Contre d0& di embled; 1tat (a)- in tiy ease in which theUnited
States is authorized or required by law.to furnish hospital, redic~i, s~irglcai, or
dental, ca'e and treatment (including prostheses§"and M-ehi'al aftlAik e o) t a
person who iA' injtired o suffers a' disease, after" ti6 edetiv : dat'hi this Act,
under ci m starce re0atng aito't llability U'pn b.me third prson (6ther than
or iA AddltI64 tdthe T41zt Sttes ane ex,0pt qinloers Iof bA e en treated'u der
the ttb vlsion o0f setion822 of thd ActO f July 1144 (58 Stat 0d)',h adended(42 USSO* 249) tOpay damages t1'kr'efor, the t _tOd 'tAtt shalt have a rlght to
recover fromn ad third per#6n tho'reasonable value 0f the cae and'treatment so
fi 6shed or *tbe furnished dnd sh4l, asto tis right be subrogated to any right

; (S. Rept. 1945), overrule, U.S. v. Bid. 01 Oo. of Oaff., 882 U.S. 801 (1947).
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or claim that the Injured or diseased person, his guardian, personal representa-
tive, estate, dependents, or survivors has against such third person to the extent
of the reasonable value of the care and treatment so furnished or to be furnished.
The head of the department or agency of the United States furnishing such care
or treatment may also require the injured or diseased person, his guardlani, per-
sonal representative, estate, dependents, or survivors, as appropriate, to assign
his claim or cause of action against the third person to the extent of that right
or claim.

(b) The United States may, to enforce such right, (1) Intervene or join In any
action or proceeding brought by the injured or diseased person, his guardian, per-
sonal representative, estate, dependents, or survivors, against the third person
who is liable for the injury or disease; or (2) If such action or proceeding is not
commenced within six months after the first day in which care and treatment is
furnished by the United States In connection with the injury or disease involved,
institute and prosecute legal proceedings against the third person who is liable
for the Injury or disease, in a State or Federal court, either alone (In its own
name or Iti The name of the Injured person, his guardian, personal representative,
estate, dependents, or survivors) or in conjunction with the injured or diseased
person, his guardian, personal representative, estate, dependents, or survivors.

(c) Th prbvislons of this section shall, not apply with respect to hospital,
iiiedical, surgical, Or dental care and treatment (including prostheses and medical
appliances) furnished by the Veterans' Admitistration to ai eligible veteran for
a service-connected disability under the provisions of chapter 17 of title 38,
United States Code.
8EC. 2. (a) The President may prescribe regulations to carry out this Act,

inClUding regulations with respect to the determination and establishment of the
reasonable value of the hospital, medical, surgical, or dental care and treatment
(including prostheses and medical appliances) furnished or to be furnished.

(b) To the extent prescribed by regulations under'subsection (a),'the head of
the department or agency of the United States concerned may (1)compromise,
or settle and execute a release of, any claim which,the United States has by
virtue of the right established by section 1; or (2) waive any such claim, in
whole or In part, for the convenience of the Government, or if he determines that
collection' would result in Undue hardship upow the person w'o suffered the
injury or disease -resulting in care or treatment described In etitm 1.

(c) No action taken by the United States In connection with the rights afforded
under this legislation shall operAte to deny to the injured person the recovery
for that portion of his damage not covered heieUnder.
SEo. 3. This Act does not limit or repeal any other provision of law providing

for recovery by the United States of the cost of care and treatment described in
section 1.

SE. ,4. This Act becomes effective on the first day of the fourth month follow-
ing the month hi which enacted.

Approved September 25,1962.
This amekndwent provides that whe~e,hosptalizatlon benefits are paid outofthe generai.revenues ,.t, elreasury pti behalf of a peison Wli0 s not entitled

to social security benets, for ain injury or illness caused bya tort, the Secretary
of HEW. lsautorizeo!,tQ recover - q cost of such benefits ,frdm ,the person
calsing :(or 6onibutii to) the oft and tO pay the recovered amount into the
(Vbelleve'a onformnIg amendment should 1e made to see. i63(c) to, redu'e

the amolutt ofthe approprlatipn by.the amount recovered undertbis amuendment)
MATot 3-26 , 19Z.

Con ressman Bennett now says in his view it should be appliedboth to 1~rnounts
pd t=i it t6 geede~Al r6tleai f) amounts Paid tbrotigh the social secu-

rityta." 'It ivbulf 144e tob r drafted to acomplish thl ,.tO6gh.

I N8US4NCE
PE~VPE~T~MA'LL!J0 PILADkL 111A,

Phila4e iMa, Pa., Avril 27, 1965.

HR. 6675-,oclal Security Amendments of 1965.
lion. HARRY F. BRD,
Chairman, SReate Fttance Oommitfee,
U.S. Senate, WaMIigton, D.O.

DEAn SENATOR VYRD: I am writing to express sRone concern about this bill
which has been passed by the House and Is now under consideration by the Senate
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Finance Committee. I am quite'aware that it may be entirely frpitless to argue
against passage of any * medicare legislation whatsoever, but. it does se!IM to me
that if the legislation 18 to :be enacted, there are certaiin fundamental objections
to the present bill which should be corrected. , I , 'I

: First, with respect -to the supplemental medical care benefits for persons 9ver
65, I am afraid'that these provisions would seriously narrow and perhaps almost
eliminate the field f r voluntary. health tusurance coverages offered by private
insurance companies to persons over 65. I believe this is contrary to the spirit
of the President's 1965 health message. which advocated that insurance com.
pauls should play a major role in providing voluntary health coverages,
, Forthis reason I believe that the provision.for the optional supplemental bene.

fits. should be eliminated. However, assuming that the Congress should refuse
to eliminate this provision,, then I think the optional feature violates a fund,
mental principle of social insurance. This is because it is offered on, an optioual
basis, subsidized from general tax revenues, and thus would discriminate against
persons who could not afford to subscribe for the supplemental coverage. -

With. respect to the provisions for disability coverage, the bill certainly would
invade the field of both short-term and long-term disability coverages now offered
by insurance companies, and this again would seriously narrow the field now
served by the:private insurance companies, Furthermore, the bill contains no
provisions to offset benefits provided by State workmen's compensation laws or
State cash sickness programs, Thus there could be many. situations where there,
would be duplication of benefits, -often significant enough tp result in greater.-
total governmental indemnity than the employee's monthly earnings pror to
disability.. Experience shows that where there Is a duplication of health insur-
ance benefits, this reduces, the incentive to return to work and encourages
malingering or a mental attitude that it is easier to receive tax-free beofit than
to try to earn taxablewages. . Obviously, such duplication can prove, quite costly.
in the operation of any insurance plan. .

I wul4 also have serious doubts about the, wIsdom of increasingthe taxable
wage base from $4,800 to the projected $8,00 in 1971., It seems to me that the
wage base should be more closely geared to current average wages and thatit
is jUnsQund to freeze into the law an assumption that the average wagawll be
$6,00 by [971. Possibly the $5,600 wage :base would be reasonable, although I
would -think that $4,800 would be even more reasonable and more consjptent with
the social purposes of the legislation..,;

apologize for the length of, this letter but I ,found it difl!t ti,. ondense in
any shorter space the points I wanted to bring to your attention; , ,- ; ,

Sincerely, 'A

SOUTHINOToN , CoNN., 400' 13 -1965.
HON,. THOMAS DODD,
Senate Offlce Builditg, Washingto,, D.C.

DEAR SENATOR DODD: I urge you to' ppose ,a possible amendment to 'the
present medicare bill which Would, llace radlologists'unftr the directive of the
hospital administrator.hospital . . . . n" ' N- ... • i 'h' 'a"en n i I Which

Senators Douglas has tated amendment Whh
would not only eventually ruin the Private p1racttce of radilogy but would have
the immediate effect of dampening any tendency a young medical student might
have for ourflId.

There are 7,000 hospitals in this country with approximately 6,000 certified
radiologists. The training of a radiologist ts as long or longer than most medicalspecialities.

Since our servik.e4. dare,being utlized nor Q day as Wq uncover, .w
diagnostic X-ray and isotope modalities, It would seem that We will need more
X-ray physicians in t0e immediate future.

The amendment to be proposed by Senator Douglas would serve to accomplish
the opposite.

I wish to thank you f&r yottr c0,e Idera'tton..
H*Y N. B .owzf, M.D.



90CIA BEIMrrY

. :WASHINGTON, D.C., Aprl t,8, 1965.
H'ON, HARRY Bmn "

Chairman#t, Finance Oontftee,U, Se'n te, Washin gton,, D,( .;, . .'O.. ,,., ,• . ,,.. .,

DEAR SENATOa BYRD: This is in reference to the Douglas amtndment- (w)
tbatwould include anesthesiologists, patheologists, radiologists, and physiatrists
io the modcoe; bill nW, under ooosideration by -your -Senate committee. I would
like to explain why anestheslologjAs should beconsidereddlffe rutly, than these

The specialty, of -anebthesiology: (physicians ttained 4A; the- specialty of anes.
thesia) is, a,-youug,, one, ', Its- impetus .was; initiated during,, World War -1.
when, the Armed: Forces realized, that technielan anesthesia:could; not ctoe- With
the complicated .medical problems that detnanded comprehensive medical Judg-.
ment as related to.,anesthetiemanagement :Many.,of the. more'sophlstlciited
operative procedure ,oeslble today ,are only possible,, because, of -improved
aneatheia. techniquesdevised by physician-aneathesiologists. I

Although all medical schools and most large hospitals have physiclananesthe.
slologists who head their, respective departments -of ,anesthesia our -members
are too few so technicians are employed in, some:,institutions -to -supplement
anesthesia services, Nevertheless,. approximately 85! percent of the, physician,
anesthesiologists in: the United States perform a professional service and render
a bill to the:patient in the same manner as do surgeons, Internists; and obstetri-
clans, ,-Washington, D.O;, has been unique in that physlcian.-anesthesla services
have been rendered to patients, with rare exception, on a professional basis since
1909.

Many anesthesia; programs Including our own,,have only physicians administer-
Ing anesthesia in the capacity of statffi residents; or fellows with no nonifedical
personnel., Contrasted to tbis, radiology, pathology,- and, physical, medicine of
necessity have, to have technicians to accomplish theil workloadd,. in all, Institu-,
tons. , am., not saying that- physicians, if these specialties'd0 not. render. 4 :p:o-
fesslonal. service for I:leel 4bey do but-they ate not personally lnivolted inevery
aspect of every, examination, done by their departments. Most anestheseologtsts
aro-(85 percent.) .i. ., -. Z*, 1 ;;'-'

The- preoient medicare billj without the Iouglas amendment,; will 01 ay' otr
anesthesia aevvicesIf it Is defelnd as a hospital serVice. 'However, if 1the Do6glas
amendmePW is added, to the present bill, ttha, aneethW~iologlsti (8517 Percent)
who 1 are, presently. engaged inthe. professional private '0raetice' ot medicine 111
be suddenly classified as technicians..(2nonprotesslonieervice) and subject Wt
nQnprQfessiQnal goverting bodles-the-- Amekiean Hospital ,Asoelatin. :This
would, be _a' severe, demotion, to those of us Who -have been,.pra'ctlcing iedtelne
for many years. Further such action would violate' the statement In the medicaie
bill that Indicates that its Ifitent was not to interfere, In hly waywith the pitlVte
Praet4ce of medicine.. ,...~

Ifn ,y ,:plnion, the inclusion! of the Douglas amendment- to the 04o.ntakedil
ca r* bil. -would, ound a death knell to the meditel sPeclalty, ofanessthliolgy.
Why should a graduate of a medical school choose a spdeicaltf that; Is not. eonP
sIderel the practice, of, medicine? -' I do. not think many, will, -As- prev ldau1
,Atated, we have a shortage of American medical graduates In our specialty,'at
the. present, time. This turn of. events would seriously hamper our present, re
eruttment program.,-, Further, some anesthesiologists, In active tiracti" Would
choose sowne other line of medical endeavor rather than be oubJeqtedto the tiunlili
atton, of rendering a hospital . anesthesia. service (nonprofessional technician's
se'rvico) and have such a service be considered along with such, itemi as food
cqp~t, deprectiln. of equipment, qtc.,

-ikly, I am opposed to the Douglas amendment and'sincerely ,bope that it
will, b.; defeate d4 If, .however, your Senate eoxn mttee seriouslyy coslderh thi#
amendment, anestnealologlats should 'be deletedfriom it, for the reasons I hope
: have made clear toyou.
If Vi; is possible to arrange a personal meeting with, yOu Mt the, near futre, j

would liketo explain other facets of our specialty ithati Is difficult in -K ,written

At.piresqnt ,V.am attending an American Board of Ane.thesiology meeting in •
San IFrancOc, Calif. but will be home on Tueeday of, neitt vteek.

Siceely yours,. .-A 1 A ~F ..

(hairhian, b kepartcnt o Aneethe,9ioogy,WaeT#hfton Hoepital 0entep.
I am a registered voter In the Jefferson District, Loudoun County, Va,

47-140-65--pt. 2--37
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ItADNOR, PA,, Arff.t8, 1965.
Social security amendments.
Hon. HAIMY F. BYm,
Ohafrman, Senate 1Anance Oommittee,
U.8. Senate, Washitglon, D.O.

DcAs SENATOa Byn: I am concerned about certain parts of proposed amend.
ments to the social security laws embodied in H.R. 6676, which are currentl$
being considered by the Senate Finance Committee.

The proposals embrace several new concepts which should be implemented
cautiously in view of the fact that their future costs and the impact on our citi-
zens are extreniely uncertain. For example, under the proposed program of
medical and hospital care for the aged the new concept is that of providing
services for conditions determined by Judgment as contrasted -to paying out
cash benefit contingent upon attainment of age 65 or some slmar definable
event.- To guarantee medical services, regardless of their future oflsh costs and
their relation to contributions collected, is a very volatile undertaking and should'
be implemented in studied steps If at all possible.,

A second concept is that of liberalizing the disability insurance proviaions to
pay benefits for shorter and temporary periods of disability. This new concept
creates another 1ll-defined area of benefit payment and, I believe, should be
avoided altogether in view of the present adequate coverage of temporary , dis.
abilities by union-employer negotiated plans and other existing arrangements

Another elusive point is the proposed increase of the taxable wage base as
of a date so far in the future as the year 1071. To anticipate $6,600 as being
the proper new wage base for that year is not at all wise in my opinion.

Specifically i urge the committee to consider carefully the following:
1. Either fund the supplemental health insurance benefit for the aged by a

payroll tax and make it compulsory, or eliminate this provision from the bill.
In its present form this proposal is neither fish nor fowl. It is not a proper

social program in that it is not compulsory and will principally be used by those
who can afford to pay the optional contribution. Those who do refuse, or cannot
pay for, the option will still remain uncovered and dissatisfied. Furthermore,
the financing of the Government contribution to the program via general revenue,
rather than by a payroll tax, obscures and buries the actual cost. The end
result will be a program with which many will be dissatisfied while the costs
will not be appreciated by the public. If one part of aged medical care (.hospi
talizAtion) shquld properly be compulsory with payroll-tax financing, why should
the other part beau entirely different animal?

Therefore I urge that the supplementary program either be Oompulsory and
financed through a payroll tax or deferred until a more satisfactory arrangement
than the proposed one can be drawn..

2. Retain the present disability requirements to qualify for benefits.
The proposed change introduces an element of considerable: uncertainty into

the administration and the financing of the disability program, Basically I
doubt that Government should be working with the multitude of temporary in,
and-out types of disabilities which are currently well taken care Of either by
union-employer agreements or by unilateral employer or employee- efforts. The
proposed provisions create a frustrating and costly Investigating of overlao with
workmen's compensation, salary continuance programs, and many other estab-
lished disability programs already functioning. When the'oniplications of
replacing, many private programs by a Federal program Is stacked Vp against
the financial danger to-the social security system, H.R. 6075's dlsabIlItypro l.
sions seem to me entirely Inappropriate.

I urge that you seriously consider retaining all the present disability insurance
provisions In the social security laws.

8. Provide for any increase in -taxes. after the January 1, 1900, lcrease by
increasing the tax rate instead of a large Increaso in the base wage.

Anticipation of a $1,000 Increase in the taxable wage base between January 1,
16O, and January 1, 1971,jds not justdfied. In my opinion it Is Just unnecessary.
The safer approach would' be to provide -for an Increase In the , tax rate within
the proposed taxable wage base, and later amend the law to all6Vw jn IncreAqe
In the wage base as the.year 1071 approaches and the wisdom of'such a change
appears more Justified. If the wage base Is to represent tin approximate average
worker's earnings level, we should watt until these averages bsoome reasonably
ipln'ent Instead of basing our financing assumptions on a presumed $1,000 In.

ereptse over the 5:year period in question.
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I urge that the committee seriously consider providing increased revenues,
after the January 1, 1000, increase, from Increased tax rates to the $5,600 base,
and that any change In the tax base be deferred.'

Further, 1 urge'tbat committee ]ndist that any amendmnent to Uthe -Ity b"
drawn to Isolate and promptly pay any increased costs and not to defer mitl
pas on to others the debts we incur today.

Ven. -truly yours, OJIanLI5 l .PsBons1.

NATIONAL MEDICAL FOUNDATION !0R IS OARN,
WVashinpton, DC., April 28, 1005.

Hon. HABRY F. Brnn,
Qharmat, U.S. Senate Commnnitco on Finanwe,
U.6. Soate,
1ra0hfngton, D.

DEAR SENATOR BYD: On behalf of the National Medical Foundation for Eye
Care, I would like to take this opportunity to submit for your consideration our
views on HA. 0075, 89th Congress, which would amend the social security
law.

1. Section 1802(a) (7) excludes "where such expenses are for routine physical
checkups, eyeglasses or eye examinations for the purpose of prescribing, fitting,
or changing eyeglasses, hearing aids or examinations therefor, or Ihmuuilsa-
tlons," The National M10ical Foundation for Eye Care endorses the under-
lying purpose of these exclusions in the public Interest and vouewnds Congrem
for considering them In its deliberation on these proposed amendinents to the
Social Securlty Act.

2. Section 1002(a) (12) of the State plans for medical assistance provision
states, In part, that "in determining whether an individual is blind, there shall
be an examination by a physician skilled In diseases of the eye or by tn optomo-
trist, whichever the In 'lividual Inny select ;, It is oir suggistton tlt th , see.
tion be nmended by striking the words "or by optometrist, which vyr."

Whenever blindness exists, It is the result of disease or Injury, conditions
which can be diagnosed and treated only by a, physician. Moreover, we believe
that to grant optometrists -the .right to make examinations for 4etqrmalmpng
blindness can, In individuAl cases, result in a failure to ascertain the causeof
blindness and thus prevent the administration of necessary medical .rehabiii-
tative care. 'The appllcatlon of niedical skills by a doctor of medicine W*lU help
lusuire the detection and successful treatment ot the organosind syketomic
causes of bliduess.

We do not believe tiat It is the'intent of Congress that an examinationbe
made solely for "determining whether an Individual is blipid/' but that Congress
is-properly concerned and desires that such an examination afford an oppo'.

tunity to determine the true medical cause of blindness and to appraise the
chances ,of rehabiliatlon or cure.' Unfortmately for .the bllnd patient, such
dingnosis and trbatmont.cAnotbep ovided by'optofiatrlsts,.

As 'a national "phttlalIiologlcal organization Wth affilate 8tate 4phthnl-
mologleal socletfs, we leevo that the country Will best be served at this time
through the utilization of the experience aid knowledge of physlclans In de-
termining whether an indlividml is blind, As physiciann skilled in diseases 'f
the eye, we are dedicated to thlo principle that all bjind tents are pit1led to a
medical diagnosis, necessary mnidical r~liabllitatihv care, and anl olpQWIt ulty to
lend aproductive wholesome life, Although all physilaiant are tra0d filth' dif.
eases of' the eye, the miedietal profession as a whole adheres to the principle and
supports the practice of examination and diagnosis of lhe patient with serious
Impairment by a physician specially qualilod In diseases of the eye.
3. Section 1005(a) (12) provides for paylnet to meet the cost of "prescribed

drugs, dentures, and l)rosthetic devices; and eyeglasses prescribed by a physi.
clan skilled In diseases of the eye or by an optometrist, whichever the individual
may select.," We 'wish to emphasize again that ill physicians are trained i_
diseases of the eye, but we note IferO an'apparent hnteit to exclude -oyegiasso's
prescribed by pihysiclans who dO not possess specialist qualicatUols In diseases
of the eye. GIisses are proscribed for a significant iumube of Aiierlcals by their
famitlyphysitlan. WhO are, fully quhditled to render stuch, service. There is hio
justification for dhgcrlminftithigagainst those physlclans and ther' patioti in'
this servilbe, We therefore'suggest that this setioji 1b'Aiended by' d(eittin tlie
words "skilled in diseases of the eye." t ' I
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Sincerely yours,
J. SPXNCER DRYDEN, 5f.]j.j'FfW 1!1'
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Ne to Yoo*? N.Y., April 30, 10654,
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Wai;U4164

iii 15 A;,,NAT!9R,1)066,. A, F;a trustee 4 fbr1dg6PoA-'H 'Ital formed"
thitt.11 - #'I kie. ., medicar6l' bitl'ag -approved by. the Hou'so xqmovee fror4 coverage
under the baslo'hoipitalization program payments f or'X-ray,' pathology, ipestbe--
sWo&afid -pliy"fil Icil medicine.
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I trust that ou wilt niaibe every efotiu tp isoMPex'
sul~pametstrii~ocr 'ebe restolkd,'as the bil with tis exceplion hAas

the provisions recouini)mled us, beneflelal t.9 hospIt~ls.ilu pr,9yicllg, proper, ere
forthiei -atie te s...,

Very truly yours,BADOJIAR AN

Tim~ Up~ton 'Co.
K(LlfLlaZou, Mich/., Appr1l 30, 1065.

Ho0n. 11ARRY P. )BYRD,
U.S. Senate, lWa8hington, D.C.

DEAR SENATOR BvaD: The administration's expamli ediledicarO bill (M1. 10675)o
e-440 0,~' a, iew ,Federal , ospitiq, 4,44% related 4ele~t4h cpre pygr11 u"der

sOCI~pU1'Y, (~se~tbe oua ~ OI prs~tatYs th 4t anv~puOIje hea riigs

this Y'*ir Wa 14 t06 pbA'rwAcetCai ~dutry, .t)erOfqo have noqt hadsi ni ~orr

are of concern'to 'us. Apr rom te 1fPOyj of the; 4t* Lf, fCtalR
toM(ters, whic74 do affe(t and cor m 1 0~~s yseI1ti~ ~

1, Vindek',1 the enion .of 'the tem drug5"!nth en
In#,* S&A1tlow 1 4)(t) mapy drugs, new jandolzen1l7fd ypiyi!)

In ~ir~nd~a p ccAre excld. frmjhe rndIO& 0s ~~~~ _Ier
iprov!.sI9n f hn tI o nly ic dup~ and, hi' 'lqpoarejb 4n4~

&nldd in Ibe Vin teol, pta tes r'harmnaepQ~A ortbe~ Nattouat I Viub~,o
N ...w DA Ag eppeO$Ol DOWNtp Remed ies, or aefsapoe Y i hrll~

td drgt~eete Qmte~o~e~ite cmute)o h eIcal staff
of h oft' I rian 'sUch drpgs,,anid IAolpgias

We feel that this- -language Is unduly: restrictive. '4"h a restrl~inmeAns
that, Uynderj tj pr9gr~ligi -benofilries will be denied .many drugs Lprescribed
for them by their-physicians. New drugs) adequately -studied and released for
use by the Food and Drug Adminitatifon, or antibiotics certified as acceptable
would not immediately qualify under. this section, thus depriving patients and

physicians of -,the -use of :the latest products of medical research. Considering
the advances madeL in. drug research In the past 15 years and .tbeir. Immediate
effect on the public health, this section would put a-wmeere.)imitatiofl on the uso
of pew drugq which represent pncIt and Aignilcqnt, gd~n

i dditldho. 4fhumy 0,1e prOdikA~qf uIi~ pici ne oye pfo Pt y 40 ,would
hot qtialify a'~in~ e',) 40i% unie '-w~ 0itjpwi sP)n)'?y be?

example, mt~j be; on ittedftbni tleg _ ee ) 9
"'It would appe~iJ,iikiis OAs ny i (ue.rO-ribd%I) g6, faithi by 4nl~~Il

fiWr e~pten d~t bpk inldd ti. ir -estlo tat'sec~n~10 ()b
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amended by deleting the words: "or as are approved by the pharmacy and drug
therapeutics committee (or equivalent committee) of tho medical staff of a
hospital furnishing, such drugs and biologicals." and in lieu of. this language
inserting the words:, "or are ordered or prescribed by the attending physicians
on the medical staffs of hospitals for the care and treatment of patients."

2. The second provision of the bill of concern to the public Is th6 following:
Section 1814(b) reads: "Thd amount paid to any provider of services with

respect to services for which' payment may be made under this part shall be the
reasonable cost of such services, as determined under section 1861 (v)."

Section 1861(V) (1) Includes general language which outlines the authority
of the Secretary of the Department of Health, Education, and Welfare to pro.
mulgate regulations specifying the methods to be used in determining the "reason.
able cost" of services.

The above seti6ns establish an arbitrary- rule for financing some, but not all,
useful drugs. Such authority would enable the Secretary, by regulation, to
exclude certain drugs on the basis of cost alone. It could, in effect, restrict
the physician's choice In prescribing the products which in a particular case may
be the most useful.

In order to ensure that the industry, the pharmacist, and the physician retain
the freedom to conduct their affairs in the best interest of the public, we respect-
fully propose that the following language be added at the end of section 1861
(v) (1): "Provided, however, that charges for items or services furnished a
patient shall 1$6 de emed to be reasonable if they are ordered or prescribed by the
patient's physician for medical reasons, and if such charges do not exceed the
customary amount charged by the provider of services to persons not subject to
this title."

It is our hope that when the Senate Finance Committee takes up this bill that
they will give serious consideration to our comments and suggestions.

Sincerely,
E. G. UPJOHN, M.D.

Fi.OrtIDA RADIOroIaCAL SOCIETY",
Fort Lauderdale, April 30, 1965.

Senator HARRY F. BYRiD,
Senate Offce Building, Washington, D.O.

DEAD SENATOR BYRD: It was the unanimous recommendation-of the member-
ship of the Florida Radiological Society at. our' business meeting held in Miami
Beach April 24th that you be advised of our vigorous opposition to any amend-
ment to H.R. 0675 which Would reinsert the services of -radiologists and other
physicians into the King-Anderson portion of the bill.

I should like to call to your Attention the ruling of the Judicial' Council of
the Florida Medical Association passed unanimously by the House of Delegates
of the Florida Medical Assbciation "that any contract, written or oral, Which
permits purveyal of the physician's services for profit is unethical; that in the
private practice of medicine a contract is, only acceptable on4 a 'fee-for-service
basis; we would also like to reaffirm the ethic that a physician should render
the bill tothe patient (himself) for his services and his services alone."

It is our sincere hope that you'Will weigh these factors in your deliberations
as a member of the Senate Finance Committee in considering H.R. 6675.

Respectfully,.
MARVIN V. McCr ow, M.D., President.

EscoNJ ro, CALIF.-, May 1, 1695.
Senator HARRY F. BYRD,
U.S. Senate, Washington, D.C.

DEAR SENATOR BYRD: I am writing in regard t6 the "medicare bill" recently
passed by the House of Representatives and now said to be under consideration
by the Senate Finance Committee prior to a vote by the Senate. This bill has
many admirable features filling a need which has heretofore, not been met. From
the standpoint of the medical profession, it would appear that the architects of
tis piece of legislation in the House have tried very hard to preserve the inde-
pendence of physicians in the modification of H.R. 1 which added a supplemental
voluItary plan covering physician's services. I am particularly pleased that
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the House saw fit to so preserve the independence of all physicians including
radiologists, pathologists, anesthesiologists and physiatrists. , I am now concerned
that the Senate may be swayed by an attempt by the American Hospital Asso-
eiation to reclassify the services of the physicians in these four specialties as
hospital services.

Hospital radlotoglsts and physician members of the other three* specialties
need and deserve independence from hospitals in which they, must work (as
must surgeons and most all other types of physicians) for the benefit of their
patients, their specialties, and themselves. It is true that some such physicians
practice on a salaried basis in hospitals, but so do other types of physicians
.such as surgeons. The vast majority of the physicians in the four specialties
the AHA Would like listed as hospital services practice under a contract, fee for
service basis and a significant number actually bill independently. Unfortunately,
except in-those instances where such physicians do bill independently, hospitals
have increasingly through the years profited on the services of such physicians,
this fact being the basis for the desire of the hospital industry to reverse that
part of the House bill dealing with radiologists, et, It is important to realize
that this same situation, in addition to frequently being the cause of a lowering
of quality of "hospital-professional" services by encouraging a high volume of
patients per physician In a monopolistic situation, is also -responsible for a de-
crease in the attractiveness of such important fields to graduating medical
students and interns. The specialty of radiology for example is cirrently
seriously falling behind demand in the training of residents and the fact of
hospital -indenture is unquestionably a major factor. There is no question in
my mind that I would have chosen a field other than radiology 12 years ago
had I known that it might become a branch of medicine designated In law as a
"hospital service".

There is no basis for any fear by the AHA that the provisions of the current
House bill would affect the continued development of the modern hospital
system. The provisions of the bill would appear to be such that the hospitals
would be reimbursed completely for all their costs including equipment replace-
ment and financing of newer, more advanced facilities. Radiologists recognize
the need of hospitals to do this and e.lso know that above and beyond these
complete costs the hospitals have long taken from the patient without his
knowledge an amount equal to 10 to 20 percent and more of the fees in radiology,
for example, to cover hospital deficits outside the X-ray departments. Patients
are thereby forced to pay for services they may not request or need. Might
it not be better for hospitals by careful cost accounting encouraging more
efficient management to show true costs of all phases of hospital op ration.
In billing the patient or Government for those services actually supplied each
patient?

The nationwide renegotiation of contracts which it Is said will be necessary
by hospital spokesmen will not be required. For patients covered under the
current medicare bill, the hospital will simply receive their cost from the Gov-
ernment and the radiologist, etc., can simply 'and easily bUl separately for his
professional services. It should be realized that this may very well bring
about a reduction fees in these specialized services by the amount that the
hospitals have for year profited from tbem. Where certain specialists are on
a saldled basis, they could simply assign the payment for their professionat
services tW their employer. After all, Wat7 will the hospital system plan to, do
in the case of employed surgeons in addition to other physicians outside the
fields'of radiology, pathologY, anesthesol6g and physiatry?,

I respectfully request that you considtT the points I have raised above and
hope that the Senate Finance Committee will resist the efforts of 'the American
Hospital Association to change the curremt medicare 'bill to wrongly classify
radiology and these other three specialities as hQspital services.'

Yours vety truly,
Wir.LIJIC R. LTgo', M.D.

HINKLSY & Do0VAN,--
rATrosys ATLAW,

L, a ncaster, N.H., April 20 1965.
Hon. NoRams Comv.,,.
U.SJ. HeNate, Washngton, D.O.

DEmR BTzATOR O oa.: Regardless of 1ihe merits of the medicare bill, i &m'
ver: much opposed to section 808 thereof relating to social security disability
benefits.
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This section seems to) ne, to bave zothingto do with ledlcal; ar.jtqw;%I~bl
a,' further. encroachmnent upon . tte. vorkmnp e olppewnai laws., 'Yuj

curse, si nro-aware that; already t~ere: Is, aoze everoachmienk, In Ogse. of, t,041
disability. aid wetWoxiP3woul4 extend 1eecoclm tbyprovldgQ4
securit Wneflts where the disablity 1s more than 0 m onths. k"iv J

- Tha great inanv Instan(~s,(l1sable4 worlivile wItbe rveelylg,'Ino*oj tt44.
bonefits.thau , they. were able ' to, earn and obviously -their incentives. to. retur*
to useful employment will be greatly reduced.

I hope Y-ou will do what you can -to delete aectlon 803 from the bill,

8ceeyyours,

NVW HA x8ba' *NUAC 16O

fle ILB.. 0-Socdal SecurIty Y!,men4mieuts, I965d"p Iton, oq~mena~
-Insurance and social security benefits. 7.:

Rion.. NoRRI8'CC~immx
UA S~ea e! 'Washi i~mp'D.O..'. a-

D'NWosis -F1or s6oeye~ir 'd higbly In quitable Aitittion'hasp 'eiisted Undfr
whi~detain''e466n8 vho wereltally and j~rmahnently 4disibled. cotild "Ofteet
legally; 'Ptescribe oompenatlon: 'insura nce paym'ont -romj*heIt eiployexi' In
snrah&,6zho~PAnIes and In addition', collect- benefits for: the, same inJury undei
the So~ial Secuity'bL

many:~l'rsut~oi thte> ',Fo6eape Wl isrmntsaan
those who are not entitled to CO~npensaL~on; '(2) it-places- a _preium'' OhPer-

inaei~tto&1d1~ablly fno he' tqtal rc&VeI'ei exceeds wagesIn mhany States;
(8) lt' constt tL~ ~ enCtrichinent of Federal Goyvrnmentiit 6 the, liuraknc~
bnsheS, (4$ f to sl e4ti Anothei of tbe,,nhh* ratfiblet for spenditfg'taxpasters'-

warnink it' is prbOsed-to'broad~n siafl Aecrlty#b#6heflt8to''addat 4the total"
per'mahxeht- disability, teh~porary disability lastig 8'1nontbt 01' mbie, still wli
no offset of compenvatiqn benefits.
, This, therefore, woflld further worsen the s1iuati. ~ ~-1
I strongly urge atht'the -broad4ned definitiopi 6f idisabilI0Th order' the Above

bill b eleminatedton or au offsetlsof compensationte
In, thebill.) .:Z

Clark.
/ )~ *' " 'Crtk: Bi' BBXBToi4

STATXM5,NT 0JV CA~IFOE'IA,-COMMISSIONi FOR THE A0OUFDITAWOM OF -Nugsalo

Penlng 4eion rqtcn e lnc?~pes oncr of tej bedervtl Ooiern-
ni~ i, oygeif in,416l fkndor' nurqlno home, are or )atientq over' 65._181 0~ img9 izoltaing prodil~ I lat '1. e f dtr i qatyOf"

o~ie~ns lou WY abe,
probosd as a' means 6f ~ety~ II2itIesto vhf~h, pa) went iay ,boe'.,

g al Ui1 #6cc'ed tOLp p~ ms .. r- nplrtn hneo q reptN

but may eil 1~speu~inl 4o Viil ~e~ t,0O cQ.P~Pt, of ~~~t0*0 Ac*redIt*~tlqn
doubtedly amal'gain-tnhe'~i nations accreditation prog s r il CQqW about

a~ou~le 0 z, as go oon es reconiiation of ceftAin plosoph c differ-
enc~e0* Ai wttad d

I would like to point out that California already has an accreditation program
for nursing,.rhomes ' and 4 related facilities, operative for more than 4 years,
sponsored .jbntly' by tho agencies In-the State whose ounterpArts are failing to
agr~ft ziatialWy. We.bellove -that California represents the nidua from which
consolidation may develop at the national level. .. I~ I , rA

I 1 would, respectfully request, therefore, that the wording 'of 'the final '*bill Obfil
Tr1.g1Mlt -owr fusnuxirjg li~ eStich, tbat .tbs California

II"10019nD/P. V9AMCO~M~I fNu ra s.ndteaQ 'iit
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Theo con21uia4s on, V 0s o ani~ed I9 Mar, 1, n.a oll kopoi .~
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4dfor hIl4Mhndiad -6f iq~; to 'which 'nurtM 1116M-6 ~i~ii~isr tian eftorf 6o fiipt6the 'AM6 of'th6i patient'iA ntifhg ~n'O vec~t hni
TlO, major~ purposes of, the commission ans tated inthe constititidn AA.7-n6

"To conduct fi, suiie ,and Acecdtaffibn * rogramin iyich'Will. -'ticotirage the
Otablishnient ''n ,44 prov,4nt'of nursing h6m~s'Anid M~ated 'factlitIeO: Aid tO
esta1)iIih " -,certifhi-asic prlniciple 'of 'b nJzut66r And tadmiilirAtlon

fa~iiitie," of paten s/gusts 'fhdirstng homies ndrlae

The wn'fborshiO'ot ti cmfl'1sIo 61i '-ro~ piknt~ttire eich ftoni
fotnlia,,Apocji obi 'of Nusn 16 m~ ndo rrentt4ekh froth thei

Uslforia.Per (aI, s~oiatoizan the oe 4 Clfha t 1 VO~ t 00 ~ c
~t~n.Th~~ inissouissuppOite& fihnd '' 'tr ~bultofis "rnth'

nmeiibor grg p tion lus r'.~e 14 til 7 ig b M (eiina- ~tir'it
facilies ~quet0ngSial ande an, i'6lt41taon. 'n

had'ten recevm Tviity-tlve r'pi 1- 1ng h aiieeWbh dkim~ a, rediffifibi
as not ffisetihg thd Atftuldard6 of* th -onisoi 'vnytqae ho*et thbir
accreditation to lapse. In addition there are applications Aili~h i'ivoy.

To quftify for survey by the Commission a facility must have been In operation
under the'saxne ownership for a period.-O~ at leaot;-O morkths. Jt Is the feeling
of.thei poqWseion that, this is the minimum period of operation which will
permit a 'true 'evaluation of tho. quapity iI'jiinii,~

Nu .Igand, -convalescent hbfiis aWre i1n wt 1  ~ifr
ihatioi 'of the ata'n.ad ftecmiso~tn the euiitnentA- f6t4r'act dt-
tion. Inasmuch as the major objective Is to Improve the care of Lthie' patient.
and quality of care, the commission feels that its. function is education wel
as accreditation. Faceilities are furnished with 4elf-evaliihtio, questionnaires
which permit, them t6 find, "their weak, spots and correct, thein'.before applying
for laccreditatl6n. ' ~ *~

'Aoreditatloyt ispurely' voluntary ow' the, -part, t6r the' facility.-Appliction
acee6mphnIe! ,by' afe# of $00-plus $2,50'for each licensed-bed nmust be madeW
the commission. A careful survey of the Ii~tituttoft Is then made. The' report
of' 1 luiey iR khmined .by' fill 1memnbers of the commtlWio, -ahid tf; approved a
certifict t: of accreditation is Issued to the facility., Th6 lidehsing agettey Is then
niottfied of the accreditationl' "_ i't also Hospltal:Si'rvIc6A of, Californiti 'oslital

commercial insurance companies, which may write. bwlth in~urnnee for care in
convalescnt hospitals.

Accreditation Is for a period, of 2 years- from the lia -of survey. and -Is not
automatically renewed. For continuation of accreditation -during the 'nekxt 2-yea -riod request muat'be made to.the comnmist'~ ulsryvi aljn
the, FePorf passed upon -by all members Offthe. cornjostn a 'aihAt46'itJAi survey.

lProvlsion i made. In the bylaws -whereby Interini surveys miayt b 'con4id'
if there, is a reasonable report or belief t0a. th efaclity Is -not - optfiuin# :t
meet cotrusnip'usta~idsrdo of ciredltatjon._ Xf thi lnterini ,urvey, revef4l.

?njq dfcipee o o; substandlard operafln 40e
The h cility-14 tl~eO 10eligible for accreditation, fQr perlx1 ot ' p4, P,
must file formal application for survey if they wish -to become accredited. The
i also, provision for, appeal, nn hearing beforee the cmisiu

in establsbig criteria'for nursing and cora'lesceept. .ho'lqs 4fiemay 0Q
reimbursedl for. the qekre of lindivtduais covered .ne elhiar I~tn

vice ofClfrisn isital Servico of outfierp, 0#11rnla4.4s, vr~
have IndieatOd n their polielea -,that &taltee whlc~ Aavq -ea W eorIhted by
the .l4forpi A' coomiss~o fpor the Accr~ditat~on .9fupqp ejip~es eb b4e
dqeemed to bavq nmet heir criteria., Westemy~'~ scrdt~~nbyk~
comnmisuton as a. minimum, requirement for a n~tirsi or~ conval Went*jQho,~ to
be q1A~iltOd to receive, ppywent-, 'inde; thfejrjp, i, Qh~~~~m~'~lcm
pnleo,, wrjtipg. ins~uran#ce for: pp rlrig 1boipj4A Acl -q~ti (1VTO~tAtJ)n a an
Indication -that a fheility meets their requlremt-nts for payments.
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The nursing homes that are accredited or applying for accreditation are about
equally divided between northern and southern California. They extend fror
Alturas on the noith to Indio on the south. The great majority are' In the areas
adjacent to Los Angeles and San Francisco.,

-The first survey was conducted in September 1961. As of April 1, 1965, there
were 196 nursing homes on the accredited list, representing 11,848 beds. This i
19 percent of the i,025 licensed facilities in the State and 27 percent of th"
43,227 beds.

The program of accreditation by the commission has been publicized widely tq
all nursing and convalescent homes in the State. As the program beciznes
better known, more and more nursing and convalescent homes fare seeking"
accredltotion. It is noted that physicians seeking a faculty for convales t cr

for a patient are giving preference to those facilities which have met the standard
of this commission. The standards for accreditation are rigid but it is th
feeltng that such is necessary. in order to promote a high quality of care in all
of its aspects ' to the patients In nursing and convalescent homes that they may
obtain the greatest benefits offered by medical and nursing science.

In all fairness to the more than 19 percent of facilities in Califorhia which have
maintained high standards of care and in view of the unity of purpose of the
member agencies supporting the commission it iS respectfully requested thot it
an amendment requiring accreditation is hitroduced that the final wording of
the amendment be such that the California Commission for the Accreditation of
Nursing Homes and Related Facilities be allowed to qualify as the accretiflng
agency in this State until such time as a single broadly based accrediting body
Is operative nationally,

- COUNCIL OF LOUISIANA BUSINESS AND TnADE ASSOCIATIONS,
Batot Rouge, La., May 1i1865.

Re H.R. 6675, Social Security Amendments of 195.
To the OHAIANL&, HON. HARRY V. BYRD, AND MEMBERS OF TIHE SENATE FINANCE
,,-COMMITTEE,

U.S. Sut~
Waqh ngton 25, D.C.

SGxmImEN: Without a public hearing before the House Ways and Means Com-
mittee, H.R. 6875 passed the House of Representatives on April 8, 1985, and is now
under our consideration. According to press notices only those employer repre-
sentatives who have previously arranged for appearances will be heard ,byyour
committee. .

Respectfully submitted,: however, is the position of Louisiana Business, coordi-
nated and: endorsed by the business and trade associations named herein re.
garding H.R. 6675, Social Security Amendments of 1965. It Is urged that a copy
of such position be made available to each member, of the committee and to the
Congress of the United States.

POSITION OF LOUISIANA BUSINESS ON H.R. 6675 -.

only the vaguest idea of the enormous Scope of this bill, designed within the
House Ways and Means Committee in executive sessions and with no public
hearings hts been made known to the American public. As an example of this,
oP national television and In the national press, this 298 page document has been
called very simply the medicare bill. , Such news media bav6 quoted the ad-
ministration aq- stating immediately after its passage by the 'House: "Thirty
year fr9m now you will reai7e the benefit of the historical passage of this
medicare bill,"

Yet, the rqport'of the Committee' On Ways and Means to Congress gives the
overall purpose in these categories.

'(1) To provide a 6oordhnated approach for health insurance and medical care
for the aged under the Social Security, Act, 00.;

(t) -,To expand the se-vices for maternal and child heailtb, crippled,0hildren,
and' the mentally retarded, and to establish a 5-year 'program of special project
grants* to provide conilpehensive health care for needy children of School age
or preschool age;

(8) To revile and improve the benefit and coverage provisions and the financ-
Ing structure of the Federal old-age, survivors, and disability InsurancO system,
etc.'
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Obviously, it would be quite difficult for the American public, to have the
ejightest idea of the enormity of this bill even after reading the 264 page
committee report on the 298 page bill.

Nevertheless, Louisiana Busines believes that in all fairness to the American
people, at least the following highlights of the scope of this legislation should
be emphasized nationwide.

BYNOPSIS OF SCOPE

1. Health insrance an4 medical oare for the nteedV
A. A basic plan providing protection against the costs of hospital cire financed

through anew and separate payroll tax and a new and separate trust fund.
The new ta-.--This new tax begins at 0.7 percent of payroll and increases to

1.6 percent of payroll, divided equally between worker and employer,' The tax
base is increased from $4,800 per annum to $6,600 per annum. The $200-per-
month worker and his employer each will pay $88.40 per year and the $550pei-
month worker and his employer will be taxed $105.60 per year. Yet, the benefits
will be exactly and basically the same for each worker as in the medicare pro-
Posals of former years.

Unless a hospital agrees to follow all of the regulations and price tags placed
on it by the Federal regulator, it will not be licensed as a provider, and these
services would not be available there under 'that plan;' There are, of course, a
number of regulatory measures aside from this bill which rthe Federal GoVern-
ment could invoke to force institutions to become providers.

The cost.*-This Is, of course; a reestlmate 'of the popular slogan, "For les
than 3 cents a day, etc." The tax in this bill for some workers and their emi-
ployers is 29 cents per -day, which Is about 10 times the original slogan used "to
popularize prior medical plans. A worker and his employer together Will pay
$105.60 per annum toward hospitalization cost of those 65 and over.

According to the Federal Department of Health, Education, and Welfare (p.
252 0f the report: of the Committee on Ways and Means to Congress) the cost'of
providing hospital benefits to those now 50 years of, age or over is $140 billion.
Those .0 years of age or older will contribute not more than $7 billion for theirbenefits.Accordifigly, the Federal Department of Health, Education, and Welflre;con.

eludes that-
The cost that younger workers will be, required to pay to provide benefits

to thosenow 50 years of age or over Is $188 billion (p. 252).
The committee report further states (p. 251), "The actual cost of the

hosp!taliization program per workers enitering the Work force atage,21, 'ith
interest at 3 percent per.annum, will amount to $8,590." .

That worker, meanwhile, during all of his working years, hns the responsi-
bility of self-insuring the health needs of his family and himself out of his own
earnings. . -

. .. ...

B. The second portion of the coordinated approach for health Insuraice under
H.R. 6075, has to do with a v01untAry supplementary plan providifg Pa6ments
for physicians and other medical and health services financed through Small
monthly premiums by individual partlcipant and matched equally 'by the Fed-
eral.lovernment-out of general revenues.

Proemitst _.-Parttclpant would put up $8, per month and Government would
put up $3 per month out of general revenues. These funds Would be placed in
a government trust fund, from which the insurance companies would be paid.
Here, again, the Federal Secretary would determine which insurance companies
could participate and be permitted to enter lntb a Federal Government contract.

Beneflts.-7There would be a $50 annual deductible. Then the plan would cover
80 percent of the patient's bill for physician and surgeon services; home health
services, diagnostic X-ray, laboratory, electrocardiograms, and other tests; am-
bulance service, surgical dressings, splint3, cast, Iron lungs, oxygen, wheelciaIrs,
artificial limbs, etc.

The $3 per month preniluni of the indlvldual would , be deducted from current
social security benefit, if any. The committee report (p. 0) specifically 'notes
that since social cecurity'beneflts are at the same time being increased by at least
$4 per month, such increase would more than pay for this premium.

COMMENTS O-k MEDICARE PORTION o HR. 6675

Each member of the Senate Finance Committee was furnished on November 25,
1968, the position of Louisiana Business on medical care for older citizens.
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A ~nan hsliiesoukkod' OhmII ~d qoibtlnuesw'o ehz t~ if 1i onrs
ofth tnted E8ates'eeiin~ta sn~ 1~f8n~ be meibl in~red

the ne eqsarg~ funds s~iltb ueeaalbep St tftpinuttgeea
tevmuo! t~la thed p6m"Uis' tidiii esl 11 -bypivate nurxc
esrr' Ifthe ndlfdldtiki 11631rm to 'part.ei6nitt* and s, "il ling to gontrlbuteia
part of that Premium.

To some'extent,'but regulate,"ffhat jirlftijf'Was "recognized by the House 6f
Repr esentatives In voting upon the pupplenientary Insurance portion of, HAR. 6675;:

I principle 18 souat tall, t shoul d be, Just as sound for Insuring hospltall-
L~u81aBuinssbId~ thA, if personsg 65 Years of agee ovrd ro e-

tosp ta, dctor, Yursing, 4ndl n*edic veg but want It and cantpay tor
It sp41'oi of current icom ,eR, e .lieAtchig piltciple eistlshod In 'thi

bill P %!61d lie ecxtended to- io'spift' I*Atlon doive'rgq asWell a6nd furnished by
estdbllbe4, eoup d, natiouwVide p18ns boW on thenhairket.

Some; oftbse plAs pro selling tor'sl~btly "more than$1O(0 per Yeai I~ciqdin
cAtatrphh§health Inshrance. Under 'a matchingj 4rrkangen ent, the Idiidual,
would, put, up $0,prjes~ pr annumr~d .Govpe~iet, would -put up $60 or mere,

pera~~rn (f.i. 7,proDpdseS $6 per anum loely fot d9'vtors! and, §0on0
felate4 -servic?8I) . CertAinly,, hop loii Insurance alone, on A mass, basis

40tl 'nt $O. e uun hc hsbl roposes the wor)e n i
emiployVer piu up, for' InsurAnce for Qthers

There would then We 0 solutely no, A"eeqfror dGoverqnent 'regulated sned~care
(nowo ct iiled hoptl iran e) under soc'lhi security. 1rurtbermore, tbqe cost
Io~d, b h eoiirbly Is 9 waramount- 1ripjrtance, ,thb'jfid~ldual, wouldretain4, his tiiedbm o'-f cce and -maintain bfsdignity In paying at )east part. of

it. 'INO5,kSI ASWI8A NO E TO, STATES FOP V RipU fVX6XS FR IIEkALTI OAHE

Th4 Oftio of ouiaaBsnsas aIlttaat be6Ln and do ntib. e to' be ta
If belp) I's needed in this area, each - tate is qualified tO deterbilne what aind how*
much 14 Ileeded. Accordingly, Loul~iaIia Buslness it, In full agreement With thi's
portioft df H.R. 0075.

1U, IjNORE.4SE IN FEDERAL, OLD-4OFW BUR&VVOB' A?(Q-DISABILITY BEN EVITS AND THUR
FANCJNO).

Tbis Poriw of' HRI 6876 relate o (a Jnefit inc-ees n p a ~i4ncng*

The position of Louiiana tisnesitat inflation hA s, ibade 'an'ncrese of
7 -percent across there board In monthly benefits Air absoluite naecessity.l fowdver,
it holds'that financing of -sudh- Incidases sahould not be borne abimbst entirely
by considerably less than half of the'Nation's workers and their employers.,

A. ~ ~ ~ * In74o ofleo4fV bencflM inehidI ii zos, for 8 er~it as an
Th ilprovides- -enft

(4A .7-percent, acrops-the-,boar4 -en~,Increase to, 24)nilllon present
recipientsj. The new monthly mining un A4.lI be $44 (now.$44). and the new
nionthlyt maximum for those now, drawing would, be $185.90 (now, $127).
In. the future the maximum could '~ to $149.90 per month in about. 5 years

a4.ento $107.00 per month. in another 5 years,.
(2) FPmnfly maximum henefita, :now $254.per month, wouki 'be increased

to $0.,- By 1971 such- family benefit could be $312 and 0 years later
$368 per month.

(8) lPresenutly, a child's benefit ceases at, age 18., The bll extends think to
oge22 ifthe child is af ull-time student after age 18.4

(4' Presently, widows are, IneUgIble until age .02. The bill, permits an
actuarially discounted benefit t at age 60.

Louisiana, I Busines i I n accord witbh the foregoing Increases ocasioned prin-
cipally by inflation.,,

However,- LouisianaI Bimulness hats deep concern .and- very, serious, obJectioas
with regard to the following change proposed in Hill. 6670':

(5) Amendment to present disability requirement.
The bill eliminates, the present requirement, that .& worker's disability must

be expected to result In death or to be of long-continued and Indefinite duration.
.U prdi~des -Instetd, that a Wotkee-would'be - eligible for if dfisblityO bene-fit If he
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has been totally. dIqable4 ee~,eioai).hOg otu~ peid, pta

least 0 -calenidar tWlI. t " oV Ot $) Cb bellefits i Wol w~~eAftpr

WiiP1od, of piithbs " atLerblf the presetht wvaltn Tef4of Oh

Yli! pposes, thi 4i616d wo*6r$ 0411 b6' e$i6i6 'for Federal, Aocia eu ri
beltduring e'$~ pei~ f'im tliat th~y reecvg or men's

cozmpensionP~ *U6i'iid othtir benefits kfd tbieWs, Recipients. woold &hn ,be

e')iib1e for t o 6x'gdVerhl benefit's for the game disabilitY p~rldd.
This measure ight be intpnded ,to 1)ace thle iegpobsibli1~y - n tloFederal

Oovennelt 'f6r"'tomp~nsatlng Nyorke.. forjobb nnce inre 4i'6~r1~

make ItliihecessftrY for 8tates'to IiM'e wbrkmen'e coin pensatiouista' ites.'' Mean-

while, however, -when dtanbled wdrkbrso are'4ble to s;ecuere iDconmo *be'i

disabled lb aAwhlen Wgrlctfh therewoul be' little if any icentive for theni tQ

seek rehabili tattii or'AggIi beomii 0,elf-stupprIng.'
Lollistali 11uginegs,' therefore, not ohly bkaftse of 'tb6 added C0. bulo or

the general good of the social security program io firmly'opposed to this change In
beniefiti

S(0). Mlisceliftneous other. liberalIzAltofls In -benefit- entitlerient appear. to

be in, the, pature Q'f, correcting, some comparative injustices -and TiouilIana,
Bushes 4elieves these are principally tor the general good.,

0.Fitianihi 'tho eei nraC
More thhn'in riny _other ploir Aancing of, irebed bewftg tis bill rbsy

discimiate agit'better paid' *okkers anid, their euplo1yers in forcec Ag- .lieni

to finhnCe-t~e 'Ontire- increased, costs. Those, already receiving benefit4-will, of

cou rse. 14y nothing for the large Increase. flowver, th6 - ipjo#'It of present

workers 'who '+11l 'sccrue, considerably inc reased bnfits, as butlih~d In' the fore-

going, will reeive,,such increa -esd benefits with !t decrease In tax. 'The centre

cost then will be borne by okeserigmore than 00pernmth'apd the

business Which PAY tlim ther wages. Under'present la , and present benleft
schedule the tax rates Are 'as follows:.

Years 1900 and-400T7;.--------_ ---..- 4.125 percent on 1st.$4,8O() per annum

Year 1908 and. thereafter -----------. 4.025 percent-om 1st $4,800 per annum

H.R. 0075 proposes the following (eleluslve of'the- medicare separate tAi)

Years,1906 through .1968----------.--- 4.0 percent on-19t, $6000 oper annum

Years 1900and 1970_....-- A- -~ 4 per-cent on Ist- $0,000 per annum

Years 1071 anO 1972__ -------------------. 4A percent on 1t$,0 e annum

Year 1978 and thereafter ----- -.--- 4.8 percent on 1st.*#0, per annmm

Th , Social'ecurity Bultnojeray16 V~ 8 tt~ tj .hp
avrg ttleannspeir worker subject to social setuity' **zw~~391 o

ave erge .total Aa fiu~e6-givelti the March'105 issuppavtyfs

Increated about 2. be~t for 1064.) y rdinm the ioregoingt. bg bervodt~l
a isubsiAta1 ~tifcrB iiefito8 acerue16 to ioter

NXeverthelessi the piopoied I~pncikg actually resul & in ieereasod fbi' lext

7 yeAis in' presenitly sehedulM axb bf tWoeerin eptan $4,Q. )

end 1907 the$400 i'er nntllWrkel'vwill 1%ay 688" Le~ya esli Ahdt :1

present law ; In 1968 he w IlI pay0$0 less" thnshdl1adfr h ~~~l049
throu'lft I2 iO v 'a~ $.80'16"sp~ i~iar tt u"d~i' presphnt la*. ."4 iptta

ofc~sieribY~~t&~edbeeftshOWill a' 8 ~0ls t pajrelski cirlt

tax during (Ju next 2 yeqrs. 1 *1

Quito a)biiOutly,'theh, 6 entIe c6st 'Of the bonet intrease~for~l~ j ~ li

lio n~ onth beleft ~11af Well0a the avAdrWde4 'Leueft rapes of the

maijoimy 'Of 4,6" ke f s;*ill -b,- Mancd solely ~b 'those "arpin rno ptt $

per month and the businee hIe~t~ hea
The tax for the $5W0p~t-)11oith Worker- Is Increase.lfrbM4 'Aihxdhuyh of $222

pe er under present lawto1b, QpYa :eeuieo the: allditiolata

proposed for medicare). T14' ftlbyer. piyi -an additionall 6qiivalent, Amount.

Exclusive of the separdt6, medicartjak propoqsied'by H-R.- 6675, the social se-

curity tax per anr~i fo th I.0p4i-mIt mtSAotl b$6860-or $62.80

per month 1 of which $26.40 'er month will 1come oit' of th06 Worker'A pffychecki

It* appears, impwsible to Justify, thiS ,discrfminfttii jn: Its leport 4o -Con-

gress thi 6 nItte6'onh WaysAiid MeAtis .appi~refltIW. attempts to'do-Aso by a

number of assumptions. AmonK these are the followthk1
".Your' committee was advisdb '1hb-,Dephrtmnt 'of Health,, Educhtin, and

Welfare that, in the future, earnings aireesimiated to ihcrease at A "rate'of

about 8 percent per year." (Page tGPu'
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Table given on page 53 of the report, assumes that today's average daily
wage of $20 will increase to $43.82 In 20 years and to $142.1. in 50 years.

"Accordingly, although your committee believes that, under the likely con.
edition of rising wages over the next 25 years, the earnings base will be adjusted
upward beyond the $6,600 in 1971, the conservative assumption should be made
for the purpose of the actuarial cost estimates that no further increases will
occur after 1971." (Page 56.)

Louisiana Business urges the committee to avoid this discrimination. If
every worker is to accrue increased benefits to the extent of approximately
7 percent, in equity each worker's tax should be correspondingly increased.
In essence that principle was recommended to the House Ways and Means
Committee by the Federal Advisory Council on Social Security before the in.
troduction of H.R. 6675 (pp. 7 and 38, Social security Bulletin, March 1965).

SUMMARY AND CONCLUSIONS

'Combined social security and medicare tax imposed by H.R. 0675 totals as
much as $739.20 per year for a worker (11.2 percent of $6,600). -Of this amount
$369.60, or $30.80 per month will be deducted from the worker's paycheck.
There is no doubt that under a normal working career, the combined employer.
employee tax invested in private pension and health insurance would provide
the worker far more benefits than contained in this proposal.

Louisiana Business, in view of the many assumptions made In the' report to
Congress by the Committee on Ways and Means, must conclude that the tax
demanded from business and the worker will inevitably be increased along
with benefits.

Louisiana Business holds that if the Congress feels that there must be
compulsory medical coverage of all senior citizens, the free e.hoice of any of
the sound plans offered on the competitive market should ' , theirs. Stand-
ard comprehensive medical coverage policies should be made available to
anyone age 65 or over. The individual would pay a portion of the premium
and the Government, out of general revenues, would pay the rest on all
established scale according to the Individual's total income.

Otherwise, there is no possibility of avoiding Federal regulation and con-
trol of the individual and the services rendered, with the attendant high
noncompetitive political cost and necessitating a disproportioiate expropria-
tion of more and more wages of the worker and the earnings of his employer.

Moreover, it will be politically impossible to resist the inevitable; demand
of the worker, who pays part of the bill, to extend the same coverage t9 him
while working with unlimited cost.

With the exception of the disability entitlement amendment, Louisiana Busl-
ness is generally in accord with the benefit increases proposed in the' OASDI
program and the liberalization of Federal grants to broaden State plans. •

However, Louisiana Business urges the committee and the Congress to change
the method of financing increased benefits and follow essentially the equitable
principle of an across-the-board tax increase for an across-the-board benefit
Increase.

Certainly, the alarming' progression in Government concept, embodied in
H.R. 6675, of taking more and more from some tQ give to others, once enacted
can hardly be changed in the future.

Louisiana Business, therefore, is of the firm conviction that such principle
would be greatly accelerated during the next 80 years with irreparable damage
to many Industries, the free enterprise system and to its millions of workers.

Coordinated, endorsed and respectfully submitted by:
Automotive Wholesalers Association of Louisiana.
Chamber of Commerce of the New Orleans area.
Construction Industry Association of New Orleans.
Deep South Farm and Power Equipment Association.
Louisiana Automobile Dealers Association.
Louisiana Building Mateial Dealers Association.
Louisiana Dairy Products Association.
Louisiana Highway & Heavy Construction Branch, Associated General

Contractors of America.
Louisiana Laundry and Cleaners Association.
Louisiana Manufacturers Association.
Loutsiana Motor Transport Association.
Louisiana Oil Marketers Association.
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Lmuisiana Restaurant Association.
Lomisiana Retailers Association.
Lomislana State Chamber of Commerce.
Loulsiana Wholesale Grocers Association.

o Luisiana Wine & Spirits Foundation.
Printers and Stationers Association of Louisiana.
Shreveport Wholesale Credit Men's Association.
Southern Pine Industry Committee.

I hereby certify that the position of Louisiana Business, as outlined in the
foregoing, has been endorsed by the above named associations.

L. L. WALIBs, coordinator.

STATEMENT ON MEDIOAAi, H.R. 6675, SENATE FINANCE COMMITTEE, APRIL 20,
1005, BY E. S. HALL, SECRETARY, FREEDOM, INC., FARMINGTON, CONN.

I am ). S. Hall, a Connecticut yankee in Washington. Having arrit ed at
"threescore years and ten", I represent the 20 million aging citizens wI o you
imagine might vote for you If you support this medicare bill: "Social 8 curity
Amendments of 1965"--health Insurance for the aged and medical assist ince-.

entitlement to hospital Insurance benefits---conditions to be met, dedui tibles,
exceptions, limitations, scope,.and payment of benefits, duration and procedure
for payment of claims of providers of services; amounts and payment of pre-
miums and contributions (flat-rate Income taxes): trust funds to be Invested
in Government bonds; hospital" inpatient, extended care, outpatient, arrange-
ments, establishments, enrollment periods, coverage period, determinations,
appeals, eligibility, exclusions from coverage, etc., etc., 296 pages to be added
to the more than 2,000-page Internal Revenue Code of 1954 as amended to date.
It is obvious that, before the bureaucrats (or the Philadelphia lawyers We
cannot afford to hire) can tell us how much of our hospital and other medical
bills Will be paid. we shall have either recovered or died. If you support this
monstrous and complicated medicare' bill, will we vote ' for you? Not on your
life.

However,- the 20 million aging citizens that I represent will-gladly vote for
you if you will throw this 296-page mediocre bill Into the ashcan and enact
the 22-page freedom tax bill, a bill to give every taxpayer a take-home raise
in an economic climate that Will enable most of us to care for ourselves all the
days of our lives, and let the needy change from the welfare laws to an overall
system of cash aid for food, clothing, and shelter, plus payment of all their
medical bills, locally admlnlstered by social workers and the clergy. :No
premiums. No Contributions. No 'inedicare-security payroll taxes. No ac.

counting overhead. Lowest cost to Income taxpayers. Free market medical
care for all the needy without 'regard to age, race, creed, color, or previous
condition of serfdom or freedom. Complete medicare with total security. If
you really want the votes of the millions I represent, give us the freedom
tax law now,

MAY 4,. 1965.
H.R.. 6075
Hon. HARaY F. BYRD,
Ch airman, Senzte (Jommmttee onFiiance,
Nero Senate Offe Buildtig, Washitgton,D.J.

DEAR M. C3HAiraAN: 'the 98th Annual Session 6f the National Grange, which
was held In Atlantic City,-N.V. In November'of 19d4, reaffirmed previous posi-
tions of the NatiOnal Grange in opposition to medical -care and aid for elderly
citizens, financed' out of, or through, social security. Tly specifically referred
to the 'position of the National Grange in 1963, which ts as follows:

"In 1960 the National Grange adopted a resolution to the effect that 'the
freedom of the Individual to choose the health and medical services desired'
should be maintained. With this in mind, this committee reaffirms it position
and Opposes the enactment of the Kng-Anderson bill or any similar legisla-
tion 'Which would increase social security, taxes to finance medicare: The
Grange, reaffirms its support of the Kerr-Mills plan,' in oj)po61tIont6 c6mpulsory
aid, th'oilgh social security. The committee commends private insurance com-
panies for their efforts In providing plans for hospitalization and health insurance
for senior citizens."



1114 SOCAL, SECURITY

Will you be so kind, sir, to convey.,to your distinguished cpmmttee this
position of the National Orange. ...

Respectfully,
HARRY. GRAHAM, L4gfelathw'Repoaettativo.

STATEMENT OF EDWAIW W. KUlN, PsRESIDENT Euwr, AMEMOAN B B AsSOCQATION
ON BEHALF OF THE AMEBWAN BAR ASSOCIATION

"(IL '6posItt"i. to' section 803(a) -(1)' and- (2) of HR. 6675 (B9thlongj, 1st
,sess.) which would chang6 'th definition of disability under 'the socil security*
progriin to, allow disability payments for short-term, temporary disability,
thereby duplicating the payments-of State workmen's compensation laws)

,,"The Ainerican "Bar )Associatl6n is opposed to the inclusion in;H.R, 6675 of
section803(a) (1) and (2).-.,,
- This section would amend the present definition of disability under the

social security laW to strike the requirement 'that, In order fdr an Individual
to be eligible for sQcial security disability benefits, his disability must be of long
continued and indefinitO duration or be expected to result in death.

Sioce 1958, disabIlity benefits paid under social security have duplicated
poyments from State workmen's compensation programs in the area of parma,
neht and totl disability. The effect of the proposed change in H.R. 6675
would be to expand the duplication of social security' beyond the permanent
total area into the area of short-term, temporary disability.

If this proposal Is enacted, it will represent a broad change in the apparent
philosophy Underlying the adoption of the social security disability provision.
The Oasis of justification for Including disability payments under social scritywas that an individual who offered a disability bf long continued duration

or one which was likely"to result In death was totally and permanently removedfrom the Work' force and thus, in effect, undergoing An early retirement. This

fitted In'Weil' With' the philosophy of the old age and survivors Insurance pro-
gram which pr6ilded benefits for those persons or dependents Who were removed
from the work force as a result of retirement or death.
If, thedisability amendments'contained in the aforementioned subsections of

sections 303 are enacted, they will represent a major change 'in this philosophy.
The, ndv1*1uals who 'will be included as eligible for' disability will not neces-
sarily have been -completely and. permanently removed, from the, work force.
A substantial number of individuals eigible' for 'suCh benefits will be suffering
only sliort term disability, and there Is every reason to believe that they Will
be, returned to the 'work force within a limited perld ,of time.
I The. Amercan 'Bar Association feelsatrongly that no such broad change In
the -baslc philosophy of the soci6 l security disability provision should be under.
taken 'Wi 0ut c[nsiderpble study both as to the necessity fo' such orange and
Its long-ter* effect. ' t 'of

This proposed change In the'flnition ef disability will also result In'a sub-
stantial broadening of the duplication of workmen's compensation payments 'b
social .security, If this Is allowed to go into effect, it will not only discourage
the work being done in rehabilitating injured workers, but will also, reduce
the Incentive for employers to make strong safety efforts.

Duplication of workmen's compensation benefits and social security dIsabillty
payments have in many cases seriously -hampered efforts to rehabilitate injured
employee, and return-them to their jobs. It Would.,,qxotuptortupate Jf the
eonqept of Veh bbltliOn, Wnic' ias 'becme generally A. p , a's one of the
major o ict.t.s of work en s ompenston,9 should' receive 'a. seripOus setback
because 'f b dened duplctildn, 'rurthertiore, the Stte Wok hen's compen-
satlon 'progr~i~s, have been a major factor in ,the reduction of acedents over
the years.; One' of the original 'purposes of the enactment of V6rkmon's vom-
pensaton laws In 'the 'various States was to produce the' neded 1nc6itives for
good safety management; The cost of work injuries' is'through 'th' rating

stem; borne directly by the employer 'inder bo'e ,supervision hnjurie haVe
curred. 'As a result, the number ot WOrk-eonr.ected Injurie and fatalities in

givate Industry has b~n greatly diMinished. i ,ds reduction of work-cohnecte4
juries and fatalities If privat. industry his ,been greatly diminished. 'This

''F
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reduction of work-connectod inJuries in private Industry was ientitly noted

by president Johnson in a statement to all Federal departments and agencies

requesting them to develop programs within their departments and agencies

,which would produce result similar to those being obtained in private industry.

However, we feel that the most serious erect of this ' P'roposed chage will

be that it will constitute a major step toward .the substitUtiOn of social security

for-workmen's compensation system. It Is obvious that two systems of con-

for _ ...work-connected, disability' which dUplicate each other 'will not be

tolerated for a ..Qg rod of time. As, t. areaof compensation under social

securlt is broadened, there will be great pressure forr-uction i the areas

covered by State programs. As this pressure moun, can only result In

gradual, eliiniotln'of the State Workmen's Compensation programs which has

successfully protected injured workers for 9ver 50 years.

The Cormitted) on Ways and Means of the louse of'Representaives O the

u.s. T congress recognized the serious problem of duplication, tnd in its report

on HR. 0675 recommended that the , Departmnt o Health. EdUdation, and Wel-

fare conduct a study of the problem and report back ,tW te "om ttee, next year.

The American Bar Association strongly feels that, n6 change In the'defnitn of

disability should be undertaken until ample opportunity has been had to fully

consider the necessity for changing the definition and to fully explore the possible

effect upon State workmen's compensation programs.

If the definition Is expanded before this Is done, the duplication problem will be

substantially Increased, and could resultIn a s vre blow from whichthe, StAte

workmen's compensation system may never recover.

in Februaryy f 1963, the house of delegates 'of the 2imerican Bar Assoeiation

adopted a resolAtion concerning duplication and overlapping of provisloi5 of the

social security aw and the several States' workmen's compensation acts. Asa

matter of policy the association expressed its opposition to-eany further leglsla-

tion which would, dicourage the States, from improving their own system or

would Infringe on the rights of the States to enact and administer their own

system of workmen's compensation benelte.
The American Ji Association feels that the dnopo , , 'ein the d4fidtio-

of disability Is set forth In section 803(a) ()'and (2). In Hrte wrkeuld consti-

tute such legislation resulting in irrep#rable harm to the Sate .wrkmen's comn-

pensation programs, L
We strongly urge the aforementioned sections be deleted from the bilL

Hon. HAURY FiLOD BYR'D,
Chairman, 861nato inance Committee,'
Senate Office BuidinQ, Wias hngtopt, D.O.

DEAR 5rAT0oR B '.At the last meetlpg of the Malne Societies of Pathologis.ts

the membership Istructed me to commuicate0 6r objection to Senator'Patul

Douglas' amendment t,0'. 6675.
It is ourconsidered pp inl as practi*-g. thologIlst t.t .legislation

would result in,a, complex loss of control of the 1ty fliebratrory we'cline

by, t!ke physicians response, It is'ur opinio tha 1iti ctrol of laboatery

medicine exerted by -ipy hospitals has resulted in' ap....rec.able 1a between

scienttfic research end liti appcattns to clinical medicin e.

This society feels that the failure to utilie new knowled WhMae nlorgease by

governmental controls of laboratories medicine. The Maine pathologists object

to.avroensQultpt i .split of fees, as outlined in H.RW'5. "In our OpinIon

such legislation would tend to restrict pathologists in selecting and training

technical personnel, purchasing equipment of their choice, Instituting the

methodology they consider. best for a given procedure; apdo operating an adequate

qivalty Ieontrol -piogram. We respetfUlly.,urge your oolmuittee t9 eliminate

from the . medicaree bill H.R. 6615 all physicians' services, fully, realUing.that this

may not be possible. If not possible this society requests the committee to recoi-

med to th'e'Stepsa ofHR. .6675 Inr il original forr , - ' '

SeoretarV, Malne Soelety of Pathology,

47-140-65-t. 2--38
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Tux I0WA HoSPrrAL ASSOCIATION, INo.,1)i " MOXN :S IOWA, MGV 3, 1965.
Hon. HARRY FLOOD BYRD,

Senate Firanoo fottrnifttee,
Senate o lce' BuUdin, Washngton-, D.O.

DEAR S=6AOR IYRID: At the annual meeting of the House of Delegates of the
Iowa Hospital Association held In Des Moines, Iowa, April 27, 28, and 29, 1965,
the delegates heard a presentation of the Federal legislation (1.R. (075) passed
by the House of Representatives and noW before the Senate Finance Committee:

The hospitals of Iowa are deeply concerned about that portion of H.R. 0075
which seeks to distinguish payment to hospitals for the services of pathologists,
radiologists', anesthesiologists and physlatrists, from the remaining costs of
operating thedcpartments which these physician specialists supervise.,

During the course of a 5-year controversy between these physician specialists
aid hospitals in Iowa between 1964 and 1960, the practicality and other merits
of this "lprofesslona.technical split" were thoroughly considered. lBoth sides to
the controversy rejected this proposal as unsound, Impractidal, and potentially
harmful to the quality' of these service in hospitals. The reasons are as follows:'

1. These four specialties of 'medicine always have been and must continue to
be monopolies, Since the pathologist, for example, is the administrative head
of a maJor department of the hospital, it is possible to appoint only one person
for this responsibility, Employees cannot have three, four or more separate
supervisors.

2. There is a severe shQrtage of tlese medical Specialists and only In the very
large eIties of the United States would it be possible to have competition between
these specialists, no matter how the charge for their services reached the
patient. In the entire State of Iowa, less than 50 recent of the 173 hospitals
have the services of these specialists. All other hospitals must depend Upon a
general practice physician for supervision of these departments.

'3. The monopoly situation thus arises both from the'hospital's need for one
administrative head of the department, and from the scarcity of these specialists
in the United States. Monopoly eltuations must be controlled. If these phy-
sicians are not under contract; with hospitals, they will be tempted to take
advantage of their preferential; position In the fornm of higher charges for
services rendered as compared with those charges now made under contract
c o n tr o l. I I . . ... '

4. Separate billings by these monopoly specialists will result in multiple
billings to each patient instead of one charge rendered via the hos",Ital as at
present. -For the four departments concerned, this will mean one charge from
each of four specialists, Ilus one from the hospital, making a total of five bills
instead of all being InclUded in one hospital bill. PatientS' will be overwhelmed
with bills from physicians they neither select nor recognize, nud seldom even see.

5. The direct billing by the specialist to thn patient Will encourage nonspecialist
physicians to administer anesthesia, to interpret X-rays, and even to examine
laboratory tissues, blood smears, and cultures. No physician.wishes his patient
to receive multiple bills from several other physicians, and to avoid it, 'the non-
specIalist will tend to provide these services himself.' This' will tend to lower the
quality from the high level now common to'American hospitals.

Because Of these consideratons, the House of Delegates of' the Iowa Hospital
Association urges the amendment of H.R. 6075 to provide for payment of these
four monopoly specialist physicians from the basle hospital benefits of the
program.

Sincerely yourOsB. , P U,~~ROLANeD B. ExOS, Prooldea.

TgSmaoSrPzNwm nr Da MA CKMTL LINDBSoU, AIMAN, O.CoMMMn o
SOCIAL WaIrARE, DmSON OF ,ALCOHOL PROBLSS AND GENErAL WEILAIw,
GiNEAL BOARD o CRnis'Aw SoCIAL CONoRN'S, TE METHODIsT xiwRou

Mr. Chairmantwe have requested this opportunity to present written testimony
before the Senate WnanceCommittee on H.R. $675 because the Qeneral Confer.
ece of the Methodist Church for the'first time adopted policy statements related
to medical care and public welfare at its quadrennial meeting In April of 1964.

We do not pretend to be experts in these highly technical and complex fields.
As we understand H.R. 6675, we feel that it is qlite compatible In intent with
the policy statements adopted by our church.
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The Method fat (zral Conference stated: "We stand for the provision of

adequate medical care for all people, with special attention being given the
aging, the young, minority ,and low-income groups." It went on to affirm, "Our
national resources should be mobilized to furnish health services to those in need.
The principle- and use of prepayment health insurance Is good. Subsidies and
administr~j.yec,9ordnation by private, Federal, and State governmental agencies
may be nee'esory to care for unmet needs."

Wq see in the health insurance for the aged section of H.R. 6075 an attempt
to meet existing need with minimum of hardship on persons and a maximum of
respect for the dignity of the individual. The social security provision enables
every person to "earn" his right to basic hospital and nursing home care upon
reaching age 65. The voluntary supplementary plan providing payments for
physicians and other medical and health services allows for individual partici-
pation, yet allowing Federal matching in order to more evenly distribute the
cost on the basis of ability to 0ay, and taking care of needs that would be too
costly if included in the social security program. We are not certain these
programs will meet all the existing needs, but we feel this is a giant step.

In the expansion of the Medical Assistance for the Aging Act <Kerr-biils) we
se a real attempt not only to more adequately nmeetbthe needs of medically indi-
gent aged, but also to provide for the medically indigent child and his family,
as well as the blind ;Pd permanently and totally disabled. This is a welcome
addition-as are the cLI4 health program amendments.

The rov~sion of the DASDI program will make it possible for more persons to
live with dignity., Incomes under these programs will still be: quite low, par-
ticularly for some, but improved. These provisions move, in the direction of

roviding a more adequate base for'persons to live as free human beings.' We
ave recently become aware of the hardship created for a small number of older

women who have been divorced and cut off thereby from the social security
benefits accumulated by their former husbands. We feel -that the provision for
wife's and widow's benefits for divorced Women is fair, although a littlelnvesti-
gation indicates that-the lowering of the number of years of marriage required
for this, benefit to 10 years (instead of 20 years) Would add little additional
cost to the program and would more adequately meet this need.

In testimony presented to the Advisory Council on' Public Welfare on April
30, 1005, we were pleased to quote our rew general conference statementoon
public welfare which says, "We believe thut meeting human ileed 's both a pri.
vate and a community responsibility." Adequate public assistance should'be
made available to all persons solely oh the basis of- need. Every individual
should provide for his own needs andaliare responsibility for the needs of others
to the full extent of his ability, but we believe that no person in an affluent
society shbuld be demoralized because of unmet need." -

We find in the, public assistance aniendments of I.R. 6875 provisions Which
move toward this objective as stated in our church policy. The greatly needed
increase in the Federal share of assistance grants is to be passed on tothe
recipient The inclusion of tubercular and ibental patients in the old-age aceist-
ance and medical assistance for the aged programs Will benefit many. So will the
increase in'earnings exemption. The Congress can give a big boost to many who
are at the bottom of the economic heap through these public assistan66
atmendments. It will provide an important step'towardi meeting human need.

Webefleve that the recent action by the General Conference of the Methodist
Church is an d icationa of growing public support for more adequate public
programs in health and welfare and are grateful, that the Congress of the
United States Is developing'such programs.

INTERNATIOxAL ASSOCIATION Or FIeIC FIonTvS

* Submittedby Willim D. Bucke, President

The International Association of.Fire Fighters strongly supports the social
securlty-system. However, the simple trutb of the matter is that social security
cannot be extended to fire fighters and policemen, who are covered by a State or
local retirement system, without in turn weakening or damaging, such, systems
For this ;reason, we are unalterably opposed -to apy effort which may be mode
to eliminate or repeal the clause (see. 218(d) (5) ()) which excludes fire fighters
and policemen, who are under a retirement system, from coverage under the
Social Security Act.
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,q. the ,v9nittee wiU recajl,- lase. Yea sectb, 41 of t~q IVoue P~f 11 Iso
security, revisions attempted -to repeal tMs. 6elu~n. .cl4use., I?6tiua -ey,
however , _ ypur commilteo anidA3 t 86Seat In Its 'isdoi- I, ado ted the, R flbi cofr

weddment'Strik.10g said, aectlop 11 from the'Uouse' bAil TMi6coiamittee.o
c~nferoice, agreed at that time thatf the excIuglon cjtaisis'shliou l c cntinued,"

This year we are satlied wih the4IQut U(j,07)t h xetta
It leaves the exclusion clause lnta&t.'We- air'6t "aware, of any*effort. which JA
bl uig made otn the, genato sOde to tanpet With tb1 mpph i~peft4 - f lumioI

Ihsntwithistnng sic his matter wpas an .Iis4, in th las =essi
of ,.,ongress, -we' w ou1W like to, take this opportunity to' get forth'the' foiol4
as, th esons.wy h fins andpolicemen's exclusIon'clause sihould remain
unchatnged:

(1) 'Tiereferendun sect io ftescal .S'curt ~.does npot &onta .u ada.,
quate ptovistons which wi l~ asuefr hesad" poeen that they ' willno
be forced under social, sepurlty against their j:Will. To. the contrary, sectlo
218(d) (0) (d)" prmiA~ certain' states to 4ilde h re~Irepaent system, so tb'a
even If all. te dep'irtmdnt *members but one. are opp Oed to- socil sqcuity
coverage, thia tigle member cgn. Vote for. It AunI thus' force av4, depftrtmeht
members thereafter to co1 une 6h social sec'rt syIm eant their v~lll,
(See supporting 4tatemdent' NO. i4.

(2) TJ~he nfuie of the duties of fire fighters and policpeeieFIs stlei that It re-
quires retirement at a a'earlier ag Ie tha a prve for, under sOciiq
security. (See supporting statement No. 2.)'

(3)lminationa of. the 'exclusion clauso wopld amage the dbliit7 , 'of' Are
fighftiirano p~llcomen'to protect Oarly retirement provisions In th 6se communi-
ties where, such pri6lss now exlit.. FUi'h,1i ioul.I serVe as a liar agdInst
improvA~nig those retiremhentssesihlh oitmesr pt he iicc
standard, 'reaIred-in t6e tleflghtin4".id~ police Rqrvlce.'J The "i'clukiofi' of'
members of fre, and police departments un4e soil'uitj~ In' 'the ttes
Of KAIRsas. ,And $outh'Dakloti has' alrqa'dy ptarited' a'aviet bac~sndtwr
the later retirement re4uliemenlts prided for' under s'ociAl secutrity asdpsed

*to tbeoearller retlieaet're~ueet ncsary to meet the needfs o f h~re4 lghters
and policemei." (Sgee upporting'st~iteent No. 3.)

.00) Certain mupoicipal'administ'rators. plan to U9e social security as, a de"fC6
through'which retliemen befit npep n n s of firefig4rs an'd 'Policemn prvied for
Ui14er 'State and, local, systems, wll be reduced. Since tbese $ystein6sare, of
necessity, more liberal than social security'alid thereforebmore exeniv to tbe
maunicipal. emloyer, they. hope' to rdt t"~ fui"alt' Ihrep blnon
co~js bysubstitin social security in'lliu ohs ytm.. 0!.#jo*ig

(4b) The policy declaration of C ngress which tts'the hr holb
no impairmqnt IOf -benefits of tAte - 'd munip'al eplo ee, is Oprtafnliy well

intentined. Uortunitely, 4it ,carris n legal Weih or $ne& With those
municipal admi'lstka1ors whovlew 6oclial a'ecurity, as A maaO~c~nf~
their! pniuo e~e~n yt qngtos (pe sprig statement'4b.)

(~ Te ec~tpn re~ a" vef department pej~lnssesb h nrso
wet soAl seci4ly cannot b "~ d nt U ~ m bRPi .~ soia ert'Impact

~rith ytiaeent systems o'ote t ~ n iunjeip411 ep -oeeA.', A0'Ie-
v19usly statod .ire apid p14eprtment Pensdon- oysteinb 4'b*Au's of' neces
sty, more ltiera A~ d ,tbherefo'r~inz expensive a tho, systeU coy%,l~ i.Mst
otber, employee's. XIu'addItI00p,-,_because, they Were, at d bfre. totirepija t
sy46ems w~rblupdeA," fire .and p6160ke artmelpf p14140 4s isL l4yeoi
as-you-go basis wi'th the uaiiindM 1A11 i 6lte Monp'tON~ 0"1ry Ye~r Vl ftcauses municipal administrators to c'ilder 'Ihr6 and poice dpariit'rei
ment systems In a far different light than the systems covering other State
and municipal employees. (See supporting statement No. 5.)

SUPPORTING STATEMENT NO. 1-FIRgPIOHITERB AND POLICEMEN FORCED UNDER SOCIAL
5Z0URriTY

Excet fo 'te xlusin c ausfrefghtrb iand policenn enjoy iio protectionExcept othe ederaloan' eiu -forcedl under social sectirity against their
Will. Section,218(d) (0) (0) t)ermits,17 States to divide'thefr, retirement system
so that a~ single 'departmentimember can compel every future, member of, hi§
departmentt to come under social security, It'is now, being recommended by, the



Advisor Cohineit thtiifs d ixt kt 0yto divlde, th retlrmeNt, system le extended
•j6 the reMaining 33 State". .
If the eXclusioun Cluse l 'eliminated, and the authority t6 Oiide the ratl t

.9ptem Is extended to all of the 50 States, social security will'be forced on every

fite and iolcb delplrtie t' lathe Ntl6n, even though the 0vetwhelniig infj6ftty

of department members are opposed to It.

one de i ht question. ,What i"&Wi 6k withA tPsstem ivhich forces new members

tinder so Iuis lon g a th urgent .. enbef'are'prbteted'

* The'answer is'that pensofl benefits are art of the tPbti Wge P&ckage,' the

greater the benefits, the higher the Vages. Thus, if you have to.diffre.it levels

of p tnS) ... e .. "bi you ".en, elveis of Wages. In effect, the new

firefighte"t0 oliceman covete unde social, serity wotld be-. w--rking f-ld.ssflrelg r .po _ .... . .State'' or lofal retiemtt

wages'thnu his" eount t hO was covered by th e o ..a rt

This disparity in benefits or wages would surely destroy the morale of any

department. lou just-ciniiot hive twio employees ptrokming't e same duties

and exposed to the salina 4,zards, yet pay. one of them morxe than tho.oter.

ihe only prac..ca. moii(ioht' heen tt f r scaluseU te
Federal law which excludes flr0figh!e.13 ,a lad, ' policemen from social 0e ut

coverage. .

OUPPORTiING STATEM~tFN .;Q. .2-NN'1Y ARLYR L RE?.1ENT WOi WiREiT0JtTER8 AND

The ntfiib' of the duties of irdghtero Mid 0611cemn dnitnds" that' they

Thive great' - . .' t h bt 6 i 1' stanliia', and endurance.

Most meW begin t6 169e W joot iart of he ca t "( a hey reach

age 50, thus reducing their effecttJVneso in. theIl job. .trlkfe tkeemelt for

those employees.Is nkessary in ordqr to maintain efficiency In, the refightin

and police'services'
By the same token', the rigors o fireuhtitig or police .Woi haive an Increas

Ingly damaging Impact on the health of- department members with each succeed-

ing year after age 45.,, ,Medical science has, established that, advancing age safd

the work of firefighters frequently is the reason why, such rnen suffer from, heart

disease. In order -to.: afford, reasonable protection -to the ,health- of the men

engaged in these hazardous occupations, firefighters and -poll cemeh ' must be

permitted toretl!reatanearlyagoe" 
' -" .

One! of, the biggest,, difficulties of fire and.pollce. depirtmen tlt .today Is -the

recruitment of qualified men, -at the salatiles tbd municipalities can afford tO

pAy., Anr important Inducement Is a sound. retireoadt'program, i If, there Is

danger o this program being weakened this attraction will be lost and con-

lequently,.the difficulty. of recruiting satisfactory ,personnel i1ll be greatly

increased,-".

-SUPPOWIING SIATICMENT NO. 8-flIE EXTENSION. Or 6OOIAL SECUTY DAMAGES, rmn

AND POLICE DEPARTMENT'RETIIIEMENT SY8TEIL5
T ~t" ts ... of 'a 'y oi, 'ire and jO ce de..rt.ment retirementof !e rly. on , qre .. A ... .

yste in ccrin ft. a ..whih have been e,,,pte-ore thie exclt ,u on clause,

aaa damaging e9eet on th retirement systeni 4 those Statep.

p 1aua a and l., lh Dkotta, aoclil security, Ap t support to those- -,who

woul4 undu$ increase the length of service aid age requiromot e for .4reaighs
and poicemen indos.tate.. ' .. .

In miany other sue States, where te age lad lgth o .c re .ients

"were too high to begin with, social security has served as a deterrent against

reducing these requirements.
The overall Impact of soe.aldecutity on these States is to caused shift from the

-relrient nd a tdars e ltar III an effective firefiitig or pqe force to the

more general standards of social security. , W . .

It would be In the best interest of every comtiUnit jf. & odittit e e t..e l

to where they were in 1-5% when every firelighter axnd ioinaii h the r

who .waa covered by, a retirement system wad eicludtd from ioeial security.-

SUPPORTING, STATEMENT NtO.4A-MUNII0PAIM .TOUs' SO At SEURIT IN, PiAoE

OF FIB A1ND POLICE RELMEWT S YfMySm m ,.

Many of eor locAl unkns have been challenged by efforts of munteifpsl admin.
lstratorst "{Ii gra tQ uia| security with the existing retirement. ,ystam for
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present fire department members and to substitute social security for the retire,
ment system of new members. Most of these administrators have been frank
to say that they view this as a means of escaping from pension obligations which
they claim are costly.

The only thing which has thwartd them is the presence of the exclusion
clause.

If the exclusion clause were removed, our unions would be powerless to defend
themselves against this maneuver which at best would create a double staludar4 J
of benefits for employees who perform the same duties and- who are expbsed to
the same hazards.

There Is no Justification for having the Federal Government give munieipml
administrators the tools through which they might escape their obligation to
employees who have so faithfully served their communities. For this reason,
the exclusion clause should be strengthened rather than weakened or eliminated.

SUPPORTINO STATEMENT NO. 4B-DECLARATION' OF CONGRESS

It has clearly been the purpose of Congress that the extension of social security
to State and municipal employees shall not result In the Impairment of State
or local retirement systems. Unfortunately, this congressional declaration has
no legal weight or effect on those administrators who are subject to the pressure
Inherent in most municipal budgets. This declaration is all the more meaningless
In the case of firefighters and policemen because their retirement systems are
far more costly than those of other State and municipal employees.

The only practical way that Congress can protect fire and. polled department
retirement systems from impairment caused by social security is to strengthen
the exclusion clause so that social security cannot be extended to flreflghters
or policemen who are covered by such systems.

SUPPORTING STATEMENT NO. 5-RETIRFMENT PROBLEMS OF FIREFIGHTER6 AN) POLICk-
MEN DIFFERENT THAN THAT OF OTHER STATE AND MUNICIPAL EMPLOYF

Retirement systems were adopted for firefighters and policemen long' before
they were established for other State and municipal employees. They were de-
veloped on a pay as you go basIs because funding pension syatems was not an
accepted practice In those days. As a result, the cost of such plans continues to
mount with each passing year.

In addition, the retirement requirement of firefighters and policemen are of
necessity much more liberal than that of other State and muinelpal employees.
This again means ' that the fire and police department plans Impose a much
greater c&t on the municipal employer than does the system of other public
employees.

Since there is such a significant difference in costs between these two types of
retirement systems, the experience of other State and municipal employees to
whom social security has been extended, does not serve as a useful basis upon
which to Judge ,what would happen if social security were extendedtto firefighters
and policemen.

Therefore the problem of the firefighters and policemen must be evaluated on
the basis of the demonstrated attitude of municipal administrators and on the
basis of the experience which firefighters and policemen have had where social
security has already been extended to or forced upon them.

The point has been made abundantly clear that firefighters and policemen have
needs peculiar unto themselves. These needs, their best, Interests and that of the
communities require and demand that the exclusion clause be continued and
strengthened.

ARKANSAS MEDICAL SOCIETY,
Fort Smith, Ark., May 4, 1965.

HON. HARRY F. BYRD,
chairman , Set ato Fitance Conani ittce,
U.S, Henate, Washington, D.C'.

DEAR SENATo BYRD Attached is a resolution concerning H.R. 6075 which
was adopted by the Arkansas Medical Society at its recent annual session.

The members of this society respectfully request your consideration and sup-
port of their position on these proposed changes in H.R. 0675.

Very truly yours,
PAUL 0. So ARMEB,

Enclosure. Executive Vice Preedeptf.
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RESOLUTION

Whereas House bill 6675 has passed the House of Representatives in the
oOngress of the United States and is now pending before the Senate; and

Whereas House bill 6075 provides for a hospital program financed through the
social security system, a federally administered medical insurance program and
various other health care amendments to the old age and survivors Insurance
program; and

Whereas the medical profession strongly advocates that the hospital and medi-
cal care program should be directed toward those people who are over 65 who
need help, that the administration of such program be by the several States
rather than federally administered, and that the maximum use be made of
private carriers and voluntary health Insurance on a prepayment principle; and

Whereas the medical profession strongly opposes a payroll tax on the working
man to pay for free health care for those who are not in need; and

Whereas, the medical profession believes that every person should receive the
best medical care regardless of his ability to pay: Now, therefore, be it

Resolved, That the Arkansas Medical Society strongly advocates that House
bill 6675 be amended to provide for:

1. Medical care for those over 06 who are in need of help;
2. The program being administered by the States rather than the Federal

Government; and
3. Maximum use being made of private carriers and the voluntary health

insurance on a prepayment principle; and, be it further
Reeot A,'That a copy 'of'his 'tesO1ution be transmitted to all of the mem-

bers of the Arkansas congressional delegation.

NATIONAL ASSocIATION FOn RETARDED CHILDREN,
S HYNeto York, N.Y., May 6, 1965.Senator Hxuny S. BYRD,

Oh airman, Committee on Fintance,
U.8. Senate, Washinpton, D.C.

DRAR SENATOR BYRD: On behalf of the Association for Retarded Ohildren I
would like to express to you our support of H.R. 6075 with special reference to the
so-called child health amendments which, through various specific provisions,
will promote prevention of mental retardation as well as better service to' the
retarded. There Is also included provision for the training of personnel to per-
form services to crippled and mentally retarded children, an area which has
received relatively little Federal support to date.

We also wish to support enthusiastically the amendment to title XVII pro-
viding for funds to the States for the implementation of the mental retardation
planning, which is now going forward. You will recall that assistance and
encouragement to the States to develop planning with respect to the prevention
and amelioration of mental retardation iln children and adults were initiated
appfoximdtoly I year after a comparable effort was initiated In relation to mental
illness. One of the most important byproducts of this relatively brief effort to
date has been to develop in many states greater cooperation and communication
among the various agencies whose services are needed by the mentally retarded.
One of the purposes of the proposed amendment to title XVII will be to permit
this collaboration to be funded for 2 years at a very modest level during the first
stages of putting the plans, so created, into effect It will also permit some
project type grants to the States to carry out interdepartmental studies, surveys,
or demonstrations for which the planning process has revealed a need.

H.R. 6675 will, we all know, go down In history as a bill for the health care
of the aged. Nevertheless, we feel that its Implications for the mentally retarded
are most signficant and deserve the bipartisan support of your committee and
of the Senate as a whole.

Sincerely yours,
ELIZADETK BOOos
Mrs.'Fitshugh W. Boggs,

Chairman, Govcrnmentai Affairs Committec.
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CA4Oft"A STATE CIIAMBER OF COMMERCE,

Han& r~4no18C.? 4av 4, 1905.
C#'atnan, Seiiatc Ftihanc('Yotnniittcro3 , I ,

Senate' Off ce Buldin g, 1VashhWtoi, D.',""
DEAR SE:ATOR Byaw: The board of direetorm of the Californa, St.ate (hrnber

of Commerce on April 23 unanimously voted its opposition to to ep aynient of
benefits for. temporary disabilities under the social security disability IuSqrance
program and ,respectfully urges thats.ectlop 303 be eliminated, frpm hR, 0076.

The extension of benefits to clalmanto with temporary diabllltlei nder.qectiou
803 would increase; the.duplication of, benefits under, iAl1 security and: work•

nien's compensation and,- alo ,increase duplication of benefits under employer.
financed group insurance plans and Stateoperate. programs such as we:have
in California.
-,Under section 303 many workers would receive, at ot~er workers' expense more

Income for staying home than they would by returning to work., Such a. lupl.
cation of benefits would destroy the main incentive.for an injured worker to be
rehabilitated. We suggest that section 803 of HR, 6675 1s a harmful duplication
of benefits and unwarranted expansion of the social, security disability program
into fields already being served by well.established programs and should, be
eliminated.

Thank you foryour consideration. .. -

Sincerely, .... ,o n~ral Manager.

,,, [OS OAROLINA ]RESTAURANT AssoorATIOIN,
., ,.. '1 Columbla, S.., Maly 4,1965.

H9on. HARRY F. BYRD, .

Senate 0/rice Building, Washington, D.O. .

DrAR SENAToR BYD: As spokesman for the entire f6od service industry within
our .-State, we of the.- South Carolina Restaurant, Association go on: record: as
unanimously opposed to section .818 (tax. n tips) of H.R, 66T5, the medicare
bill; presently In the Senate Fnance Committee. .. - .- ;, - ,
- We urge you as a, member of subJect committee to assist in, killing section 813
before the bill Is released ,on the floor,:. Our major objections enumerate,& below
are n harmony;with national consensus:,, :

(a) Employee resentment with, resulting effect on,morae oand, consequent loss
of eritployees accelerating the consistently acute shortage.
, (b)4 Withholding from paychecks, the only meanspossible, woudreduce take-
home pay and motivate demands for either higher salaries orto have employers
to pay the additional taxes,
, (0). In addition to burdensome bookkeeping and related expense, it is reputed

.on good authority to take 18,percent of present profits already exceptionally low
compared to investment.

(d) It would make management of o-c-a~led private enterprise an agent of the
-Government, for, the .purpose of; controlling and ,reporting on funds never in: its
possession and over.whlqh it can only depend on employee integrity--a breeding
area for even greater dishonesty.(

,The National Restaurant Association's position for complete _M .oyFl of subject
section has :our ful endorsement. ,W.e. will, however, concldi A: point a last
endeavor in that an, alternate provision might -treat tips as self-employment
incomee,

Your, support of our position will be . deeply. Appreciated by a -great Industry
striving to survive on an exceptionally low rate of:net. profit. : ..

Most sincerely,
Aios W,, Pri,'rent.

ATLANTI0 CITY, N.J., Mayl 5, 1965.
Senator HA 1 Y , rBYD,
19fmmiaco on Fintafte,
Senate Offloe Building, Washington, D.C.

DEAR SENATOR BYRD: The following statement is submitted for inclusion In the
record of the hearings on the social security bill, H.R. 6075.
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The StatemlIt cqucerns .opy .thkit. sectto4_ of YI1.. 6075 wbich provides for

payment of aspecializedl -dignostIc er ,sCpara~aIolojgY 4d pathoogY on.

Donhospitaliacel patients in~ bQsplti4k out iatient. departixents., It Js noted that

tuts ProvislQR goes. not allow or payl~tfQr thq same services. rendered tp the,
Same type of pptlit 4~Y specialty in private practice.
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seeing the future, as in a crystal ball or an actuarial report, but shaping the
future to get the most from limited resources.

On February 25, Budget Director Kermit Gordon stated before the Joint
Economic Committbe that "in response to President Johnson's unrelenting pres.
sure for greater efficiency in Government operations, Federal managers are * * $
more cost conscious today than at any time in recent memory." He held up
the Defense Department as a model, saying: "The cost reduction spirit has
caught onin nondefense agencies."

But the cost concept dominating discussion on "medicare" is not the same
concept. I wrote Health, Education, and Welfare Secretary Celebrezze that I
had "not seen any evidence that 'cost consciousness' as above understood has
found any place in the thinking" of his Department Dr. John W. Cashman,
Acting Chief, Division of Community Health S.erves, Public Health Service,
replied that "the Secretary is fully aware of the ulnportaice of nieasuring the
economic benefits of specific health programs against economic costs of engaging
In such programs." He referred to some "pioneer" studies under Public Health
Service auspices. These are good beginnings but I can testify that, at least in
the Social Security Administration, study along this line has not been encouraged.

In the Social Security Administration I was instructed to prepare a summary
analysis of findings of the University of Michigan study on hospital economics
(directed by Mr. Walter J. McNerney, who testified on May 5 before your com-
mittee). This was in connection with "mapping out a statistical and research
program for the proposed medicare bill." One of the themes to which special
attention was to be given was "ways in which an evaluation of reasonability of
costs were arrived at."

Because of absence of guidance about the meaning of "reasonable cost" I
proceeded to a study of health economics with a view to discovering what this
meant. I stated in my report that evidence in the Michigan study, and provided
through it, showed there is very little "reasonability" in the actual practice of
"Cost Finding for Hospitals" (the title of an accounting handbook recommended
by the Amerlean Hospital Association). I wrote: "To get 'rasonability' an
economic analysis of the subject is required; it is not enough Lo assume that
existing accounting handbooks are adequate."

In the "Report of the Advisory Council on Social Security, 1955," "The Status
of the Social Security Program and Recommendations for Its Improvement,"
the subject of costs other than costs to a fund entity gets less than a page's treat-
ment. This is section 6 of part II (pp. 42-43), "Payments on the Basis of Reason-
able Cost." This ends on the following note: "Payments on a reasonable cost
basis would be In line with the recommendations of many expert groups, includ-
ing the American Hospital Association. The established practices of most Blue
Cross plans are generally in line with this recommendation." But some, includ-
ing Dr. Robert S. Morison, director for medical and natural sciences of the
Rockefeller Foundation, are critical of prevailing cost studies which are nothing
but extrapolations of existing trends. If they are right, we cannot assume cur-
rent practice represents "reasonable cost."

The printed record of the House Ways and Means C(;mmittee hearings on H.R.
3920, King-Anderson bill, "Me:lical Care for the Aged" (pt. 5, p. 2497), contains
my letter to the Continental Casualty Co., asking for "light on the economic
principles whereby hospitals price the services they provide." The Ways and
Means Committee did not consider this question, but a representative of this
company testified before the Subcommittee on Health of the Elderly, Special
Committee on Aging of the' Senate, on April 27, 1964, that they were not qualified
to discuss "the cost of health care itself" (including hospital services); they
only considered "the cost of the insurance process; administrative and marketing
costs, costs of paying benefits, and a risk charge or profit." In no other economic
field would anyone get away with concern only for the marketing of goods to the
neglect of their improved production.

"A new science of health economics is taking shape, which must prove itself
able to operate at the economic planning level. It must rise above cliches if it
is going to assist the medical profession to put its house in order, using some
of the methods proved effective by other primary industries" (Journal of
Public' Health, October 1964, "The Health Industry," by James S. McKenzie-
Pollock, M.D., D.P.H.). In other words, the cost reduction goal is just as appli.
cable to the "health industry" as to 9ny other.
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.A. different approach is presented by Mr. Robert J. Myers, Chief Actuary of
the Social Security Administration, in his book, "Social Insurance and Allied
(;overmnient Programs" (p. 7): "Actually a social security system is not a
nmagi.al machine. We cannot put $1 of contributions into one end and contin-
uously get $10 of benefits out from the other end. It Is basic logic that the
cost of a system Is determined solely by the benefits and the administrative
expelses paid. Accordingly, if in the aggregate the relative benefit cost of a
socit security system is the same as that of a private individual insurance plan
or a group insurance program, the only difference in total cost arises from any
differences in administrative expenses." In other words, no consideration is to
be given to the reduction of "the cost of health care itself," as the insurance
man put it. Notice, also, the phrase, "benefit cost." This is an actuary, not
an economist, speaking.

The Ways and Means Committee inserted Into its hearing record other material
from me (pt. 5, pps. 249W-2502), raising questions which will become important
no matter what the specific measures taken for "medicare." My main concern
is that economic reasoning should find a greater application in this area. In
my opinion, the discussions before the Ways and Mcans Committee overempha-
sized actuarial considerations to the neglect of economic considerations. Actu-
aries and economists don't always speak the same language, and It is to be feared
statements meant in one sense will be misconstrued by those accustomed to think
in another sense about these matters.

For example, an article in the December 1904 Journal of Risk & Insurance
(pp. 597-602), "An Actuarial Appraisal of Congressional Proposals for Hospital
InsuranCe for the Aged," by Paul E. Hanchett and George R. McCoy, gives an
expected shortage of certain services as a reason for lowering a cost estimate.
'To an economist this would justify raising it. The article points to a difference
in utilization, and calls it a difference In "costs." But spending more for health
when you are getting more for your money does not mean higher costs. The actu-
arial terminology makes it seera the rich have higher costs than the poor. In
this connection, it should be pointed out that the terms, "high cost,". "low cost,"
and intermediateo cost," as used by the Chief Actuary of the S3ocial Security
Administration, accord with actuarial, not economic usage. , 1

This article may be compared with one in the American Economic Review,
March 1961, "Hospitalization Insurance and Hospitalization Utilization," by
Burton A., Weiebrod and Robert J. Fiesler (pp. 126-32). This distinguishes
clearly between Increased "utilization" and increased "costs." The Finance Com-
mittee may also be interested in this article because It calls Into question a pre-
vailing belief that by increasing deductibles you necessarily decrease the total
cost of a program. (We must beware of considering only direct, Immediately
visible costs or benefits, and ignoring such as are indirect or not immediatelyvisiblee)

The Senate Subcommittee on Reorganization and International Organizations
of the Government Operations Committee (87th Cong., 1st sezs., 1961), under
the chairmanship of Hubert H. Humphrey, Issued Senate Report No. 142, calling
for a Study of the "overall costs to society of disease and disability." - This has
hardly been noticed, although the Public Health Service may be credited with
taking it as a cue for further study. This report recommends a couple of studies,
"Economic.Costs of Disease and Injury," by Selina Mushkin and Francis d'A.
Cowlings; and "Does Better Health Pay?" by Burton A. Welsbrod (in Public
Health Reports, September 1959 and June 1960, respectively).~ To these should
be added "Toward a Definition of Health Economics," by Selma Mushkin (in
Public Health Reports, September 1958).

The Federal Budget of 1905 for the first time had comprehensive figures on
health expenditures. This is more than can be said for education for example.
Yet the Council of Economic Advisers, in chapter 4, on "the economic aspects of
the Great Society," of its report to the President has a good section on education,
but that on health is tuemic.

I bring these references to the attention of your committee because they pro-
vide necessary economic concepts ' for judging the performance of any measure
in the field of improving health care you may adopt. I request permission to
have this letter put into the record of yor hearings on H.R. 6675.

Yours sincerely,
SIDNEY KORETZ.
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PAN AI ERIOAN WR1,D AiswR Ys,lou.. ..... . PF. ' WashM,[gto1I, DC., May 6,1965,

Old'8nt Ome Welino D..
Io .H ~ Y, ' •, -,,,hi

D&AR SENATOa BYRD: Section s03 of the. medicare bill is being rushed throhpg
Congress without ;public hearings and with utter disregard for its disruptive
effect on other programs.. For this,aid the several following reasons we urge
you to eliminate this sectionftromnthe medicare bill.

Section 30 wil double social security's duplication of workmen's, compensa,
tlon another social insurance programs which would seriously hamper effort_
to rehabilitate injured employees* and return them to work,

Further encroachment by. social security threatens to destroy workmen's coni.
pensation, resulting in the major impetus for Job safety, being eliminated;
destroying the financial incentives for rehabilitating and returning the disabled
to self-supporting status;. and leading employers to expect to become liable for
lawsuits charging employer negligence, as they were prior to enactment of work-
men's compensation.

Section 303 will impose higher taxes on employers and employees alike.
The hasty and uncritical manner in which section 803 would expand the Social

Security- disability program into lelds already being well served by other pro-
grams should be thwarted.

In our opinion section 303 should be dropped from the Medicare Bll until the
issues can be adequately, examined on their merits.

Sincerely,
BERNARD J. OH

ROSWLLN. I~x. Ma 1,1965.
Senator HARRY F. BYRD,
U.S. Senate, Seniate Offlce Bi 11g,
Washington, D.O.

DAR SENATOR BYRD: It is my understanding your Senate Finance Committee is;
having public hearing on HR 6675. I would, like to give you and your -coni-
mittee my views on this bill.

In spite of the apparent mandate by the electorate for liberal, legislation I
cannot help but fql ;the populace has not considered the ramifications of this
bill particularly as regards subsidy and control as related to, medical care,
Undoubtedly there will be great attempts made at broadening this already en
veloping legislation. Government will also attempt to fix- prices for services
rendered, competition will be somewhat stifled, excessive ,utilization would be
the order of the day,, and nursing home benefits would become astronomical.
There,.would undoubtedly ,be great increases In Government,,sbsdy -with huge
proportions being the eventual rule. This may well aid increased inflation
which is already at our door. .-. . 1 I'll

:Perhapfs this would be a good time to voice my, most trenuus objection to
inclusion ofphysicians under ' elal secity, I for. one have 1o intention. of
retiringat -age 65, provided, the Lord allows me to.achleve this age, nor do I
wish to be, supporting a program which I feel is more # ta g Nrather. than an
insurance program. My estate planning,, though meager, 'has not included this
outgo nor soulrce of,, come. It would be most appreciated .if. yorq and your com-
mittee would delete trid f rom the final les)atlonifyou apProve it,..

It may also interest your committee tO know, th.t I and wAjny other physician f

will not participate in this program even if it is passed by, Oo0i' ess. Perhaps
It would also be well'for your committee to Investigater the amount of govern-
mental control, which is. already lnstited and certalniy th t which is con-
templated since the passage of the bill on ailea wide p' ning. It would'appear
this is a perfect example of a tw0-page bill pgqsed by Congres, whfih ends up
as pages and pages of regulations and control subsequent to the good wishes
of Congress. It would also appear zhLis bill is aimed particularly at-cutting out
competition which has wtie, our AmericPn free enterprise system so, succesful.
By this cutting of compektlon I do not feel you 4re epcoxriging thfrift but en-
co)uraging expe~tures, I Would feel You have no further to look thain the
Veterans"Admiinistratiop for .f perfect example of this. . ,-

Cordially yours,
HoWARiD L. SMITH, M.D.
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1 %033 MONWEALTH OF KENTUCKY

DEPARTMENT OF HEALTH,
Frankfort, Ky., May 5, 1965.

-U61. HARRY FLOOD1 BYhD,
<oairmati., Sente Ft nmwe Oomntlttee, Senate Office Butildino, .

DAR SENATOR BYRD: Due to the fact that I have hid tbiany yeftrs ofte p erience tn
administering the medical aspects of Kentucky's public medical care program
under the provisions of the Public. Assistance Act, the Kerr-UMiU Act, and the
Jildren's Bureau Act, Senator Paul H. Douglas of Illinois requested that I

present my views to your committee relating t. 'the State het|th department
being involved in the medical care program under :tte WXLX of. H.]R.6675.

I am firmly convinced that the State health depa tents nthe S0 States are
uniquely equipped to administer' the 'medical aspects of public medical care
programs., This should be done in cooperation with the social welfare agency.
Without a mandatory clause ini H,R, 6675 to this effect, it will not be done
except in a few Instances.

In Kentucky, ou;. legislature enacted a State lawW i 100 requiring thqt .the
social welfare agency land -the State department of -health enter Into a ,contract
for the health department to administer all medical aspects of the program.
This includes the setting of standards, the determining of the basis for payment,
and the approval of services rendered..

This program has worked beautifully In our State and his tended t'eievate
the quality of medical care delivered to all the citizens of our State. Out hos-
pitals and nursing homes have made tremendous Improvements in the quality
of services delivered..: -The vendor groups in our State are well pleased with
the program and! we can certify that the, eligible recipients are receiving the
highest quality medical care available.

In 19063, I was a member of a group of State health commissions who drafted
a statement on the role of State health departments in public medical care pro-
grams. This; statement was adopted unanimously: by the Association of State
and Territorial Health Officers in October 1963.; 1 am enclosing this statement
for the record of your committee.

I respectfully request that your committee give consideration to an amend-
ment to H.R. 6675 which would require the'State health departments to partici-
pate in administering the medical aspects of the Social -Security Act

With best wishes, I am, .

Re.spectftUlly-yours,
Russ i.A ft, M.D,

(.kontssioir, Kentitokl State Depbtinetit, of Healh.
Enclosure: ..

SuButM1rPb BRr RusswrzI!. TruAn+ M.D., M.P.H.;, Com txoNEi-or - ' ,

-' F IEAMEII 'OF"XM KWUfOKY

-THE ROLlOreOF STATE HEALTH -DEPARTMENTS IN MEVOAL:CARE

A small group oft-State :health Offlcers conoer~ted soith ourret ahd f'vtutr#
problems in medical care, requested the assistance of the Dftsion of Com itnitv
Health Servtces, Publia Health Service, in developing a statement on the role
of State health departments in medical cre.' This statement, presented to the
Association of State and Tert(torlal Health OQPters by 4tsOom jt.ee on, Health
devices Administration, chaired by Dr. FranklD. Yoder 'f, li nofs,was, ap,.
proved by + the Assoc tion at its October' 1983, meeting, with the following
resolutions:

,The Associatiow recommends the following statement to itsmembers as auwe.
ful description of the role.otState-health, alepartments in' mediea care, anda
-a guide in determining ivIhat Stato health, departmests.can accomplish in asm.
ing, their, proper role in medical. care administration, and in the cooperative de.
velopment of facilities and services with all pro/es8siwal,,offloial, and-voluntary
agencies concertted,
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STATEMEBNT

INTRODUCTIONDfinOiton

Medical care, In a generic sense, refers to the organization and administration
of personal health services. It encompasses the system of arrangements aiad
institutions through which health services of a personal nature are produce
and delivered to the population.
Patterns

The changing iatterns'of'medical eare and the technological, social, econhitn ,
and political 'trends which have influenced its evolutlon are well documented.
In brief, kome of these factors are:

1. Increasing technical capacity to prevent diseab, and tj provide effective
medical diagnosis, treatment, and rehabilitation.

2. Increasing specialization of health personnel and fprdlitles. '
8. Increasing size~and. iobllity pf'the population an'.changing age compoil:

tion, as well as changing morbfdlity and mortality patterns wvi thi lnre'asing'en.
phasis on the chronic diseases.

4. Increasing costs of medical care; expanding economic capacity of the Nntion
collectively and individually; and progressive removal of economic barriers 1*
the receipt of medical care.

5. Increasing involvement of voluntary and official agencies In financing the"
availability of facilities, personnel, research, and organization of health services.
Problems

The principal problems In medical care include the following:
1. An increasing fragmentation In delivery of services; artificial separations

between preventive and curative services; and depersonalization of the patient
through categorical disease emphasis and medical specialization.

2. A lack of comprehensiveness and continuity in patient care resulting froto
the fragmentation and depersonalization of services.

8. The maldistrlbittlon of health services and facilities, and shortages of pro.
fessional and technical personnel.

4. The absence of a defined locus of responsibility for medical care, which
would be responsive to the needs and problems, capable of achieving solutions,
and publicly accountable for the results.
Governmental reeponeslbwfltees•

Official agency responsibility for health services to the public does pnot rest
exclusively-in health departments. A number of governmental units at Federal,
State, and local levels have some responsibility for insuring that the environ.
mental, social, emotional, and biological health of the population is improved or
maintained. Some of these other agencies have primary responsibilities for
categorical health programs, for example, autonomous mental health agencies
or Hill-Burton agencies. Others include health in addition to their primary
responsibilities, for example, departments of education or welfare.

Only the official health departments, however, have primary responsibility-for
the general health of all the people. To the extent that personal health services
are -less than adequate for any of the people, to that extent medical care is hir.
portant to us as State health officers.

PRn01IPL;"

The basic principles which should guld' the roie and function of State health
departmentsiin medical care include the following:
Goal

The goal of medical care is the provition of it continuum 'of high, quality,
comprehensive health services, ranging from' primary prevention through te.
habilitatln, which-would'be aVailable to each Individual wen and where he
needs them; and without regard to race, color, creed, residence,,or economilc
status, with those able to pay for medical treatment services being expected to
do so.
Leadcroh ip

The achievement of this goal will require the dynamic Interaetion of private
and public organizations and Individuals at all levels of responsibility. Creative,
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professional, and responsible leadership in this endeavor is a prime requisite.
Offieialh lth, agenjoes shpuld, be prepared to assurmre a leadership role in
jnobllizing and coordinating all resources' to Improve the quality, ir6allntility,
organization, and distribution of health services for the population as a whole.
Relotlons~hiVs

We must strive for the establishment of effective relationships among private
and public organizations at local, State, and Federal levels, as well as at each
level among the various units concerned with medical care. Such relationships
should insure that each unit fully utilizes its skills, experience, and resources to
strengthen the. medical care system and contribute to, but not dominate or
fragment, the direction or growth of health services. This should promote the
movement of program activity and achievement to that level 'of responsibility
which assures the most effective services, while maintaining an appropriate de-
gree of cen'ral leadership, consulatlon, and coordination.
FlexibiUty

The State health department role and function should Insure that the initia-
tire for planning personal health services arises from within the States and
their various communities in order that variations In existing authority, re-
sponsibility, and capability will be considered in appropriate relation to local
needs, resources, and attitudes.
Prlorlties

It establishing priorities, we should endeavor to achieve an integrated bal-
ance among the substantive areas of service, research, and resource develop-
ment; and should be guided by present circumstances while anticipating future
progress.
Methods

The technical and organizational methods which we develop for any partic-
ular medical care activity should utilize and apply the latest in specialized
knowledge and sills from the medical, social, economic, and behavioral science
fields. The methods should, however, emphasize program requirements rather
than special interests of the Individual professions in order to apply the gen-
eralist approach necessary to achieve coordination.
Standards

The standards of qualitative and quantitative adequacy which we develop for
any medial care activity should be defined professionally, implemented realis-
tically, and evaluated objectively.

SUNOTIONS

State health departments have some general responsibility for even principal
functions related to medical care. The scope and type of our specific activities
will vary among and within the ,States, depending upon :arlations in legal au.
thority, organizational capacity, and historical precedents. However, we all
have some degree of responsibility, and capability for performance in.each of
the seven brojad factional categories. As new legislation and administrative
decisions create the authority for expanded medical care programs and activities,
we will be able to 'use our existing functional capacities as the basis for as-
suming added responsibilities, "

The following outline describes the general functions, and gives examples of
activities which some State health departments are now or are capable of per'
forming in each category.

Plannnffg att4 coord(fatlott.--The planning function requires: (1) The explora-
tion of present needs; (2) their projection to the future; and (3) the assessment
of capabilities aud requirements to meet th obligations through the most effective
use of scarce resources. The coordination function is an essentipl anol,1tal part
of planning, especially. because ,a xnultlplicity of pn.ealized skills iJinvolvt,d
withir an agency, as wollas among the nUmerous agencies with which th ,health
deprtaent relates. Acievement of the goal of comprehensive, fOttnuous zneti-
ca care demands a high degree of coordinated planning, for which we as 4tate
health officers'can provide leadership .

Within tho health department itself, annual an long-range planning of idl
activities serves to integrate medical care functions and to coordinate these
functions with others of the agency. Because categorical grant programs tend
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.to fragtiient medical care activities, abme State health d~phrtin hts are de.
veloping an organizational sti uctuire With single lines of authority and ad.
.ministration which faclitlatei'the integration of pirams., It home instance%,
this, is accOniplishbd by delki~ting medical care responsibllite W to a single unit
whose chief is directly- responsibility to the department's director; in other case,
A deputy director is assigned to coordinate the medical care activities performed
by several departmental units. .
In either case, -when' the internal structure of the State liealth department de.

fines a single locus of responsibility for medical 'care, the devlopmeut of effective
-relationships With other governmental and nongovernmentft! n getcles Is great!f
Uacilitated. We as State health officers are then better able to pi'-vdo creative
leadersliip for the coordination of all aspects of medical care within our State
ind with adjacent States and Federal programs.

Collect on, intetpreta tion,, and disslination of informatf".-Adequate and
current information is essential for effective planning. Virtually ll State health
departments are concerned with the collection of vital statistics, morbidity.
mortality data, and other demographic Information., When we analyze and
interpret this information, it can serve as a basis for defining the population to
be served and describing. its needs. We perform a valuable service by extend.
Ing these activities to the collection, analysis, and interpretation of data on the
utilization of various kinds of medical care, their costs and financing, an4' the
availability and distribution of manpower, facilities, and services. Statistical
data may be supplemented with descriptions or case reports of actual programs
which demonstrate how certain functions are being performed in particular
situation.

Through the communication of this information, the health department per
forms a vital medical care function both for its own programs as well as those of
other agencies. In some instances, the State health department may be the
only source and channel for this information. By serving as such a medical
care communications center, we 'can coordinate data from *variou sources and
thus obviate the necessity for expensive duplication of efforts.

Research and evaluatlon.--The epidemiologlc skills of health departments are
a valuable and necessary resource for, conducting research and evaluation in
medical care.: They provide a basis for identifying the cause #nd effect rela.
tionsbips among the human, technical,'and institutional factor which influence
our patterns of meqieal care. These skills can be applied to the problems ot
evaluating, the capacity of a system for providing services, the quality of per.
formance in a program, and the effectiveness of the medloal care provided.

The multiple professional and technical skills which we have available in omi
departments are well suited for the interdisciplinary approaches ne se ary'for
_program evaluation, studies and demonstrations of new methods for providing
services, and research efforts which can' provide new knowledge in the organza.
tion, financing, and delivery of services.

State health departments may conduct, participate in, and Stimulate research
by others to find answers to such questions as: How do people move through
the medical care system?- How do people go about seeking appropriate care?
How does coordination of activities affect patient movement? What is the in.
fluence of health education and other channels of Information on the use of
medical care? How can' the quality, of care be measured? How can scientific
advances best be translated into practice?

Conaultation.--As 'State health officers, we have been charged: with the legal
responsibility for maintaining and improving the public's health. ,Communities,
other governmental and nongovernmental agencies, and individuals seeking or
needing guidance in health matters look to, or should be able to 'look to, our
departments for the trained and qualified personnel capable of providing pro-
fessional and technical consultation. Welfare departments, Vocational rebabill-
tation agencies, workmen's compensation commissions, and others frequently tur'n
to our departments for advice and consultation in -the development, organization;
and evaluation of their medical care programs. In some States, for example.
"the health department advises these agencies on equitable reimbursement rates
for providers of service; or it may develop medically soundguldes"for evaluation
of quality of medical care purchased; or It may advise on' o certify the providers
of services participatingin the program. In some eases, we find it possible to
loan professional of technical personnel to other agencies or communities when
they require consultative services on a more continuing basis.



SOCIAL SECURITY 1131
Some State health departments provide consultation to individual hospitals,

nursing homes, or other cowxnunity health service programs to assist them In
developing needed services, improving fiscal or administrative procedures, or
generally Improving standards to a level which would enable the Institution to
qualify for licensure or other purposes. Guides and manuals which set forth
uniform methods and procedures for various services, for organization and
administration, personnel management, cost accounting, and so forth, are also
valuable tools.

Resouroo doveiopment.-State health departments are increasingly concerned
with the development of manpower and facility resources for medical care.
Scarcity of these resources demands the most effective use of those available, as
well as continuing efforts to improve the quantity and quality of their supply.

Some departments provide scholarships or training grants for postgraduate
short- and long-term education In medical care administration. Others provide
residency training in preventive medicine and community health for physicians
and field training experiences for medical and nonmedical administrators. In-
service training is also used to retrain or advance the capacities of health depart-
ment personnel in this field. Increasingly, we are assuming the responsibility for
cond'!icting seminars or workshops for the medical care personnel of other gov-
ernmental and nongovernmental agencies. Institutes for administrators of
nursing homes, home care agencies, and other community health services are
also presented.

Administration of the hospital and medical facilities survey and construction
program Is a responsibility of the health department In most States. When this
program is coordinated with activities of voluntary hospital planning associations,
community health and welfare councils, and other agencies, we have an effective
mechanism for developing needed resources and achieving a rational allocation
and organization 'of scarce facilities and services.

DeveopWment and ,naIntenanho of standardo.-State health departments are
vitally concerned with functions to Insure that the health services provided the
populat on meet at least a minimum standard of quality. We have responsibility
for developing and maintaining standards for the quality of medical care provided
or purchased by our own programs. In some Instances, the standards we develop
and maintain may be accepted as the basis for participation by providers of serv-
ice in welfare department, rehabilitation, Blue Cross, and other programs., When
such a situation existed, expensive duplication of efforts is avoided and the pro-
viders of services are spared Inconvenience and conflicting requirements of
multiple Inspections for identical purposes.

The majority of State health departments have responsibility for examination,
Inspection, and licensing of health facilities; some also are responsible for licen-
sing health professional personnel. In some States, we extend these functions
to other community health services, such as laboratories, home care programs,
and ambulatory services. In at least one State, the health department has been
given repsonsibility to undertake confidential medical audits to determine the
quality and availability of medical care in the State.

ProtaIon of eervoee.-The scope and type of State health department activity
In providing or purchasing direct personal health services varies widely among
and within the States.

IiMhe equalizing role of StAte health departments is recognized In some States
through thelt financing, In whole or in part, the services and medical care pro.
grams of local health units. Direct personal health services are provided to
special population groups, as in maternal and child health programs, crippled
children's programs, and school health programs. Some health departments pro.
video services for persons with special diseases, such as venereal diseases, tuber-
culosis, mental illness, or other chronic diseases. State formula grants, Hill-
Burton grants, and categorical grants subsidize such medical care activities for
the'populatn In, general as ereawide planning, hospital construction, mnultiple
screening programs, specialized laboratory or diagnostic services, home care
services, and others.

In those States where the crippled children's service rogramIs administered
by the health department, it may have a'direct concern :. providing care as well
as In purchasing medical car6 from those providers which meet the federally
prescribed criteria for participation In the program. In a few States, health
departments administer the public assistance ° medical care programs under con.
tract with welfare departments and thus have either direct or indirect respon-
sibilities in the purchase of personal health services for indigent-and medically
indigent persons.

47-140----pt. 2-89
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00NOLVI8ONS AND OMMENDATION

The goal of medical care is based upon a dynamic concept which will change ad
adapt with new knowledge, methods, and techniques. Achievement of the goal
in any one place or time-is predicated upon social, economic, and political force
which, in a democratic society, are shaped and given direction .by the people.
The people, however, must depend upon an enlighted and competent; leadership
to inform them of alternatives, to guide their choice, and to implement their decl,
sions.,. They expect, and have a rlght to.expect, that leadership in medical care
will, eo from the official agency ,which has responsibility for the general health
of all W6be opulat,1060.
. Whatever the amount and source of funds the Nation coIlectively or ,iudivId
ually allocates to medicalcare, problems of organization; distribution,, quality,
and administration of personal ,health services: will remain to be solved. , We In
State health departments , should! accept our, responsibilities for leadership I4
achieving solutions, to these problems, using. to the fullest, extent, our -existing
and potential resources and establishing close and effective working relattonshp*
with other governnental'and nongovernmental agencies and individuals at local,
State'.. dFederal levels.

O.. Go STATE MEDICAL AssoorATION,

Senator, I ....' B ( m7, 15.
Oalrmainsat, ot- FYifanoe Oomf#11e,
USA $onafoo Waahingion', D.O,.

DEAR SENATOH BYRD In conjunction with the Senate Finance Committee hear.
ings on House Resolution 6675, I respectfully submit to you for your considera.+
tion as chairman of that committee, and for the committee as a- whole#. informa.
tIon pertaining to H.R. 6675. - ., , -,: ''' l,The purpose of this statement, I to , provide you and your. committee with
(1) the position of thb Ohio State Medical Association regarding H.R, 667S and
(2) smine pertinent facts regarding the important work being done In the State
of Ohio to'cope successfully with the health problems and other problems of
our senior citizens.

-The Ohio State Medical Association has; consistently supported sound pro.
grams, public and private, that are helping to alleviate these problems. I .

This association consistently has opposed enactment of any plan or scheme
of Oovernmentcontrolled, compulsory -health care., H,R. 6675,'If enacted, would
create a Government-controlled, compulsory program.-

Proof that a large majority supports medicine's position, on this Issue Is found
In a survey conducted by- Opinion Research Corp; -Prlnceton, N.Ji, March 0 to 21,
1965, which showed 74 percent supporting medicine's position, 14 percent sup,
porting medicare and12 percent having no opinion. . '

M , ,. ASONS"OB OPPOSING Ri.L 66 76 ,

This assolation Is opp..ed to2R. 6078 because s.e h6eglslaton--
-, (1); isn +6bjIion pIqs.bjIhiwrItten ntlirelyjn exoutlye aesson andlrec.

Sommened orpa pssa~gPwthou t g Ing the Anmerian peope thel ezn.orect
righ of spea)dng, pt Opfor O be, OMBs wl ys and $eaisCommittee In f.ee
San46 penpub!|,h 4arAnu, . . . {, '(2) is taUy unnegessaryQVd .t4 bcMco .ncreaslnslv • .

(8).would. zimeet tho fundame tsl need t +the altuato a.n:na+uei,
.wo 6 i .ot proldet- t comph~islve prgr to, meet thq nees of pr
so +, e t ns wLo noedhelp .

iA d by ika' 4 rqet.,P~jhfter. of
iervlee, dpryam tl j4 ImpDortant con pqpt,,io n -0clal
security dollats to benefcliares;,

(5) 4 wo leadjnevyitatly,, and, j rreoopebly to, a,,ysei o cOmppsorcare for, tOe 9 iitr 0opufatoz to -, 1 ,"1 ' -(6) ''would, lead. to the,',veit6.ul 'det ruton' 6k" jpV,(kt* and *olu'4 x
* bos8pit4,,,'a4 viedical In,4rapca plas;,

(7),"woald forc e into hoptili patients w ho otherwi s.e coud be -treated
o ;an -mbulato bas,,, ;, q ' ira ureauccy .'; :(8);wouldene , ai +hg edm uraeg+ n.+ ,+,.+++,

; '' l ' + .. . ; . , : " ' '" tt , "++ - - r ' +' p '+ l ) + ' + ' ' "'P

/'r". . .+ J t ''., + ++
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(0) would work additional aud unnecessary hardship on young family
heads by increasing the already heavy taxes on their incomes at the time
when their family needs are greatest; id

(10) would endanger existing and necessary welfare programs since a
social security program would likely Influence Federal, State, and local
governments toward reducing appropriations to finance programs now in
operation.

NROADS INTO FAMILYY IN0OM P TMENDOUS

Tle inroads Juto the family income made by the tremendous social 'secutY
tax increase provided In H.AC 607 ,wouil be treiiendous, and Would be kt4t-6
strophic for some families.

The taxes teduted from the worker's pay check Would represent what he
spends in 4 ,n0onths for. food prepared at home for his family; what he spents
In 8 months for clothing for his family.

The self-employed person vould be' taxed-ian amount representing 6'monthi
of expenditures for food prepared at.hiome and 11 months of expenditures for
clothing.
,This can be verified by projecting spending figures printed in We December,
19t, issue of Monthly Labor Review,: U.S. Department of Labor, 'Contrasts in
Spending by Urban Families.',

It is brutally socialistic to seize outright this mueh'of a family head's income
to attempt to finance a program that benefits the retired millionaire as much
as the deserving needy, i 'program that completely disregards the sound, and
proper philosophy of helping those who need help.

P Plus XI wrote In Quadreplsmo Anno, "It Is a fundamental prineiple'of social
philosophy', fixed and unchangeable, that one should not withdraw from Individ-
uals and commit to the community what they can accomplish by their own
enterprise and industry. So, too, it is an injustice and at the same time a grave
evil and a disturbance of right order to transfer to the larger and higher collec-
tivity functions which can be performed and provided by lesser and subordinate
bodies. Inasmuch as every social activity should, by its very nature, prove a
help to members of the body social, It -should never destroy or absorb them."

The program advocated by the medical profession 'leaves to the Individual
the provision of care for himself and his family if he Is able to provide such
care. Also, It provides for the person needing help the program necessary to
meet his needs.

DANGEROUS TO IoNORZ .XoNo10o EFMOTS OF TAX I-NOB CAS

The overall economic edecte of the huge takxIncrease that would be levied
by H.A. 6676 cannot be Ignored If this Nation Is to be realistic. The inherent
dangers In the diversion of more than $6 billion from present channels. partlcu
larly from the income of the, worker and; management, are considerable.

The economic impact of this propa Jn Obio, for example, based on Depart-ment of Commerce and U.S. (ensus BureautatistIces, would resultin additional
taxes on employee and employer q bired amounting to $311,600,000 in 1966,
increasing to $876,800.000 In 1087, increaisng to -$Y4,0.000 in 1071, Increasing
to $ 2,600,000 in .197, Itcreasing to $1,010,100,000 in 1974, increasing to $1,190.
800.000 In, 1080. increasing to $1,894A00,000 in 1087, with continuous increases
In the intervening years.

These amounts Are in addition to the.,present social- security taxes. lso,
these amounts do not include taxes that would be paid by the self-employed..

Another pertinent point is that these direct taxes must, come from income the
wage, 'earner and self-employed , now use to meet day-to-day giving and family
expenses4 The taxes also must come from income the employer, large or small,needs to maintain and Improve his business 1i o-der to survive in today's highly
coptitive, market. . 'o. fu
,Theee figures :do not take: into,. ,onsiderption any increases In the tax rate
that may be necessary -to meet coAt spirals In the future. History affords us the
opportunity of 'SU~ylng the pa, to avoid niltakes I the.future. All one need
do IS bto study the experiences (f our Canadl a: neighbors to realize that this billwould be a trag&¢ edonomie miatai0, notwtinding the social and philoophl,
al anistkes It would create. I resp6u!y, caU yo attention thq attached
exhibit 4, which afto~rds bst~rtc fct, tO .he _tut~rqto 1es this, bill would
create.
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This Nation's: social secuirty system was initiated as a means of levying a

small tax In order ito provide our citizens with 9. base on-which to build their

retirement. It was not conceived and cannot be realitically conceived as a full

retirementprogram dr a program offering services as well as funds.,
Thepast increases in the social scirlty tax rate, coupled with the multiple

and -tremendous increases provided lb H.R. 6675, threaten to create an over-
whelming tax burden against whlcli the American people might well revolt.

. It Is the opinion of the Ohio Stvite Medical Association that our extremely
important social security system must .0 maintained and financially stabilized

on Its' present ' basis, rather than be subject to unnecessary and dangerous ex.

ploltatidn thitbuld threaten the entur6 system.
Again pointing on7t that history enables u.s to study the Past as a means on

avoiding mistakes i'the future1 I respectfully caU to your attention the attached
exhibit B, Which reflects past increases n both the' tax rate and base as well

as the many future increases provided by HR, 6675.

U"+PSING THosx NxEl m m HEL.

The citizens of Ohio believe In helping their senior citizens who need help.

This belief Was demonstrated 18 months before the social security systeni came

Into existence when the people of Ohio voted, as the result of an initiative

petition, lo establish the Ohio aid for the aged program. This program Is end

always has been wholeheartedly supported by the, medical profession. I re,

spectfully call to your attention the attached exhibit 0, which discusses the

Ohio program in detail.
The present OhiO program, administered and partially financed by the State,

deserves further commendation because it-
(1) provides' comprehensive care based on proven needs and local

determination;
(2) provides a voluntary, not compulsory, mechanism .-to supplement,

not supplant, individual voluntary health insurance and prepayment plans;

(8 Is a "hometown" program administered on a local basis;
(4) is considerably more economical, more sound and more feasible than

'H.R. 6075;
(5) preserves the physician-patient relationship;
(6) does not detract from the high quality of medical services through

third party Interference and regulation; and
(7) helps' those senior citizens who need help, rather than helping the

wealthy equally as much as the needy.
The medical profession readily recognizes that a problem exists in this field.

However, considering the number of senior citizens still productively employed
or self-employed, plus those already covered by nongovernmental health insur-

ance, plus those who prefer to finance their oWl health care through their own

private resources, one cannot logically conclude that a huge' vacuum exists in

health care of the aged. The facts spbak for themselves._

Posxiv PROGRAM 109 TH2 AGING '

Fully aware that' the medical profession has a major responsibility in this

field, the 'Ohio State Medical Assoclation uses as a guide the following positive
program:

1,. Stimulation of a realistic attitude toward aging by all people.
2.1- Greater emphasis on .health', maintenance, pteventative, restorative and

rehabilitative serviceS.
'3. Accelerate the already expanding and effective methods of financing health

care of the aged through voluntary, nonofficial programs and existing programs

administered on a State and local basis. -
4. Improvement of medical and related facilities for Older people, and expan-

sion of training programs to provide'dditional skilled personnel to staff such

. More em' hasie~on research tb help provide solutions for the health- and

6ocioebiiomic problems of the aging;
6. stimulation of coopratIve conin ifity viograms for the aging.
American medicine anfd'prlvate' Ozterpriseh 'are making great strides toward

these goals,' once again proving that H.R: 667.5 Is completely unnecessary.
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SOMMITMT ON OAPE o Tne AoW

This association long has had an active committee oU care of the ag0. Many
of the 88 -county medical societies in Ohio have similar committees The state-
wide committee devotes its activities to-

1..consultation with other organizations regarding their'activities in-
volving the aging;

2. liaison with such groups and, when requested, adVice on the medical
aspects of their programs -

8. cooperation with other organizations, governmental and private, in
improving health services and facilities;

4. arousing. the interests of both phylecians and the pubUc, In under-
standing the problems of the aging, and..5. cooperation in exploring this entire area, including .health, psycho-
logical, social and economic aspects.

As an example, this committee prepared, in consultation with 17. official and
voluntary agencies in Ohio, a comprehensive home care program which has
been nationally recognized. ,Several Ohio cities, through the leadership of
their local medical societies, already have established home care programs, and
several others are preparing to do so. This development was a direct result
of a resolution unanimously passed by the association's houm of delegates.

FURTHM ZUPHASIS ENCOURAGED

This association encourages fuhrter emphasis in the field of the aging through
the following constructive programs:

1. Recognize and respect the aging as responsible Individual citizens rather
than depicting them as a 18-million-member national problem that should be
walled off from society. H.R. 6675 would construct such a wall.

2. Immediate abolition of the completely unrealistic retirement-at-65 attitude.
Retirement at 65 was developed by Bismarck in the past century when the life
expectancy was far less than 65 years, as compared with the present life ex-
pectancy of 70 years-plus.

8. Recognition of the skills and productive abilities of older workers, rather
than arbitrarily denying them a productive,' enjoyable life

4. Much greater emphasis on mental, physical and financial preparation for
retirement during the productive years. Make retirement elective, not
compulsory.

5. Continued improvement In income tax laws to ease the tax burden on the
low income aged and those who support them.

0. Continuation of insurance on older active workers under group plans,
and continuation of group insurance on worker# who retire, and their dependents.

7. Continuation, on an individual basis, of coverage originally provided by group
InsuranCe, by donverslon of policy on retirement. '

8. GroUp policies for groups of retired persons.
0. Devel"Ipment of insurnee policies that b ome paid up at age 65, enabling

th e policyholder to 'provide for his retirement healthneeds during his produc-
tive years. " AOB 01" "E TO

I cannot emphasize t6o strongly the' paramount factor. underlyig ,all these
proSrams. This factor is'that theeprogratm are all PreVentive in nature.
This Is the age of preventive medicine, and ,tho pofesslon and J)rlate -enter-
prise are taking the leadership by advocating these programs that either fore-
stall the development of ftiaxiclal, Droblems of the 'aging, or else provide the
means for solution of their problems once they.do develop.

In sharp contrast, M ,IL M875 merely offers a completely Uwsund device that
has no preventive factors.' 'urte1, it is not an insurance system, but rather
is a compulsory payroll ta wich.iihundoubtedly the revenues Will be insufficient
to )t'he'emand.,a.

The a4srAlly proven deficiencies of thekntended program alone make It;..dangerous and Unstableyvent're, regardless of ltsmanyother faults,
In summary, there stinple evidence tht-

1; the basic problems of the aged which are much the sam6 as thoseof any age gtOtije; dtiwbetng steadily overdone through existing welfare
programs, through voluntary programs and private enterrse;
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2. more and more emphasis is being placed on adjustment for the older
years, mediclly, economlcqlly, socially and financially,' through better prepa.
ration for trenient during the productive year;

8. more afnd'moietittention Is being given to those concepts that edablt
thesenior citizen to maintain his own dignity-andself-reliance;

4H.R. '667 is an 'attemPted hoax that, if enacted, would create far
more barm than good; and

5.this' Nation's Social' Security System raust be preserved. The recorded
fact is tiat the several amendments to the SialSecurlty Act over the past
years have added'benefits to the program that "onslitinty: have proed-to: be
far more costly than was anticipated: This has caused considerable Inroad$
int6' -the social security reserves. The money benefits retired persbns are
deriving through social security' play, a ,tremendous role in the economic
well-being of this age. group' It would'be foolhardy ,to place additional
jeopardy on the social security fund by adding another deficit program.
H.R. 6676 would be itnother deficit program. . .. I
! The Ohio State Medical Association respectlfullky requests that this state-
meat be presented to the Senate Finance Committee for inclusion in the
officlel record of the hearings on H.R. 6075. ,

Thank you for your courteous attention.
Sincerely,

ROBERT E. TsCHANTZ, M.D.,
'rcsldcnt, Ohio Stato Medical Assoclation.

(Enclopures: Exhibit A, "Federal Health, Estlp.tes--300 Percent Wrong";
Exhibit B, "Social Security Tax Increases. Past a~id.IPropose'"; Exhibit C, "Aid
for the Aged in Ohio.") . . •

(Copies to members, Senate Finance Cominittee, wid '-en a tor'Lausehe and
Senator Young.) , -. ,, :

[Repinted from the bulb itate ieIcal Jourual,4 April 105] -

Alp FOR THE AGED iN O.110-U1OW, TAIE PUa.LIo ASS , QK PsOOSAlI )VORKS IN
Tnis STATE; EXTENT OF CovRAQE ITS ADMIN!.8TRATION,AND OTaza DATA

(By Clarence V. Tittle, Jr., Chief,' Division of Aid for; Aged, Oilo-Departnaent of
Public Welfare)

The Ohio aid for 'the aged p ogram' egr61 i in , '.4 .ig g- it 1 11s &tated as a
result of an Initiative petltlon,passdhby a l)p148a'Vote 'f thii people. It Wasenacted into being a yer an a half before tlo.r~glna ,ederal Social SecurityA ct. ' ' - e.. . .. . .. . . . ....

The first appr6priadon for Ohio's Mai for aged progrn Was 4xcus1iely fin jfced
by State funds. Since February 1030, It hasb uijice4 bF State nd Federal
funds on a wateliflng Iaqis,, T4.pT jogamhfe 1hist e04 by thi vision ofpidfor aged, State depa Itme t'9fP 1 C WilOae in&Ma fl o ''iije4 ih each of
the 88 county seats in the State. It is th0 only'iubli assiStuic, pk6gsm ad-
ministered by the State. The, 1X9(p3 -4 appro approved by thL% State
legislators for the aid for aged prkita6h Was $906 6llion. The appropriation was
divided between two major p. qgrams--health care anti regular .alsta n0o pro-
grams, Twenty, mIlion dollarajere alcatefl to health cAre and $70 million
for. the regular assistance progra.. , , ' -

SIONIFICANT O1ANGEIN I9i , ,

While the.,aid for aged ' program " has, since Is beimipn ,ade Provision for
meeting the health'care needed of the aged, a n6t sgnificat change w¢as mad in
1956 whexi the 1eglst6ktorb elac ed several!la' to expand the Mhd'fo tged pro-
gram t0make possible' the' recognition of' hllhth card a's -an extr iordinr need
without a ceiling on payments. W,4is permitted the-division to:establieb h health
caie pro gr6m to fieet alie iitih1th cfre needs"f'. any ,~haed persons4wbod'have
the ability to mi:f'th6hrdntiiy livitig exoinseniEfor d; td thing, shelter 'and

pl$ror A, .ndtgs bv M: lttlr., 1: ,,I th6, h A . it'q.iicl , itto O5CuMenl 0t 1r ojo,' eb. ,6 1 " pirffl u16.. Cunty
CA .f0 '
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other Iters,. Now there are about 4,000 aged persons in this State receiving this
health care, assistance each mPonth rough .what we call our medical only
program. , Health cure services also are provided each year t o 67,000 to 72,000
aged persons who are also receiving regular assistance.,_.

Many can recall that prior to 1956, allowances, for health care were included
in the recipient's budget, and the total for this item of n9ed could not exceed
$200 per year. Since then, there has been no dollar limit on the amiont required
for necessary health care. There are Umitations oni the amount that can be
charged for various health, care services, and these ,are determined by a fee
schedule. As you well know, a wide array of health care services are available
to the recipients..

This briefly is qn overview of the development o0 the health'care program;
but in'order to understand better the imPortance of the program, I would like
to point out several trends taking place in the natujre of aid for aged caseload,

A review of the caseload since 1934 reveals that several trends are taking
place. The caseload of those in need of regular assistancepeaked up to .27?106
persons in January, 1950, and has descended downward tO 78,665 recipients in
December 1964. The average age of the applicant has gone up to 72 years of
age, and that for the recipient to '9 years.* It is anticipated that the average
age Of the recipient will reach 80 years within the near future. White the
caseload Is declining, and an older person is being served, we find a rapid
increase in the number of aged persons requiring assistance to meet many kinds
of health care neefls.

AGING POPULATION- INCREASE

This ean be clearly seen In the very rapid increase in their nimber'of ated
persons requiring assistance to qnablethem to rpcelve nursing home care. e-
fore 1956, the total number of aid for aged recipients receiving care In nursing
home was less than 2,500. Today, there are nearly. 12,600 recipients In nursing
care homes. Our experience indicates there will be an annual- increase of 500
to 600 aged persons needing financial assistance to permit them to, obtain long
term care in nursing, care homes., Presently, the annual 'expenditure of ,public
assistance funds for nursing home care is $10,800,000. On July 1, 1065, it will
reach .18,800,000 when the $10 per, month increases go into effect. ,I will not
dwell on, -nursing home care further, other than to offer you assurance ,that we
are considering three or four plans to improve our program. ,

How large is the health care program ? A look at the payments made for health
care servic", during the fiscal year ending Juue 30, 1964, offers an insight, into
its size and the variety of services. We know from the claims submitted that
physicians offered their services at least 275,000 times Ifor, which -we paid
$2,624,000. Our statistics fail to show how much of your services you' provided
,without charge, or theextent of services thatcannot be measured in any mauner,
For other practitioners, 25,000 claims were submitted for $120,000 payment., For
hospital care 42,706 claims were submittedwhich represented over 400,OO days
of hospital care. . The cost of this care was $12,753,000. An aid for aged recipient
stays in a hospital, anukyerage of almost 14 days per stay. The provision of drugs
and supplies which you prescribe cost $4,676,000. If you wonder why you have
to wait for your payment, you may appreciate the fact that over 1,075,000 claims
were submitted for drug items aloie.

Approximately one and half ollln claims for all services were submitted
for payment during, the 1968-64 fiscalyear. The total cost for all of. the health
care services was approximately $20 million In that year. This provided services
to 67,000 to .72,000 aged persons receiving public assistance, in addition. to the
3,500 to 4,000 aged persons a month on the medical only program. : ,
j, I have made several references to a medical only program, regular assistance
program, ,and health care .program. .I am sure thatthese references are con-
ftsing~tyou and I know, they ore not f.ly understoodj by tbz public. I feel at
times that too many members of the aid for aged staff do'not clearly understand
the relationship of one to the other, H

KERR-MILLS EXPLAINED

The medical only program was made possible through provisions of the Kerr-
Mills Act. The legislators of Ohio, and the administration of the State welfare
department did not accept the medical assistance for the aged programs as pro-
vided in the Kerr.Mills Act. Rather, they selected the provision of the act which
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pernitted th Itates to make m6iney payments on behalf of a recipient to another
person who has provided'healthvcare services to the recipient. The State legal.
lators 'and theadrifnlstrators alsO selected the provision of the Kerr-Mills Act
which made is possible to recognize health care as an extraordinary need-one
that exceeds' the fintincial abilUty of a large number of aged persons to maintain
themselves on a day-to-day basis;

While Ohio does not htve a medical assistance for the aged, it has taken ad.
vantage of several pr61i~6nS of the Kerr-Mills law. One question that I am con.
tinuhlly asked Is "Would Ohio have a better health care program if it had medical
assistance for the aged?" ' .. .. .

There is no doubt that by having a medical assistance for the aged program
there-would be a greater number'of persons eligibl6 for health care assistance
through liberalizatoni of eligibility requirements by removIng the residence - e.
quirement and the lien la-1 . ' -We know; that the removal of the lien law would
add 10,000 aged persons-to ur'rl1s. We do not know how many would be aided
by removing the residence 'requirement.

The argument that by having Wdical assistance for the aged program, Ohio
would gain In Federal matching funds has little merit. To do so in this manner
would mean an additional State appropriation that Would offset any such gains.
It has been our Opinion in the welfare department that to adopt a medical assist.
ance for the aged program would mean that we would have to be restrictive by
placing drastic limitations on the amount and kinds of health care services
necessary to meet the demands made by a sharply increased caseload. -Many
of the States that have liberalized their eligibility requirements have very lim-
ited health care programs. One State only permits three (3) days of hospital
care. Recently a large State had to curtail drugs and other services because
of overspending.

HELPS THOSE NEEINO HELP

Ohio's medical only program does make it possible for those who are unable
to assume-the burden of paying for health care costs to bave such need met
through the aid for aged program. The payments for such services is made on
their behalf to you, the hospitals, druggists, and other health groups.

We have reason to believe that it is a successful program. Last fall I worked
very closely with Mr. Oharles Edgar and Mr. Hart Page of the Ohio State Medical
Association staff to handle Inquiries that resulted from your, the Ohio State
Medical Association, education campaign which called the specific attention of
the aged population to the services offered by the Insurance programs and. the
aid for aged programs. There was a rather heavy response from persons who
made inquiry or expressed desire to receive necessary services. In only one case
did we find that services were not available in this State to meet the health
care needs. This was a most questionable case since the person only very recently
moved from another State to Ohio and the health care needs did not appear to be
of an emergent nature.

I was very impressed by the concern your staff revealed for the people In this
State. I was also impressed with their promptness in responding to you and
to those who made inquiries about the various programs. It was a most
rewarding experience for me.

Who is eligible for aid for aged assistance?
(1) 65 years of age or older.
(2) Has been a resident of Ohio for three (8)"out of the last nine (9)

years with 1 year continuous residence immediately prior to application. "
(3) Who is in need because he does not have sufficient income or resources

for support, including health care costs, and does not have available Support
from a spouse or-child ($84.50 is recognized as the basic amount for food,
clothing, rent, and utilities for a single person. Other needs are determined
in addition to this amount for a single person living alone. -This amoidnt
varies considerably according to different living arrangements and Various
needs).

(4) Who is not living In a public institution, except as a patient in a
public medical institution or an Inmate of a Zity or county home.
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(5) Whose real estate is not worth more than $12,000. The law requires
that both the recipient and the spouse sign a certificate of lien whenever
they own an Interest in real property. The title is retained by the individual.

(6) A person may retain insurance when its value is $500 or less. Insur-
ance in excess of $500 must be trusteed to the division.

These, briefly, are the eligibility requirements for aid for aged program. They
are the same for the medical only program and the regular assistance program.

AREA OF MISUNDERSTANDING

Now I would like to give attention'to an area where there is misunderstanding,
and that is in regard to the rules and regulations of the division as they relate
to you. The staff is instructed, through a written policy, that the private rela-
tionship between the physician and recipient is to be respected and protected.
The division enters into this relationship only to the extent required to establish
need because it is a tax-supported program and to formulate a plan to meet
this need within available funds. The caseworkers are instructed to understand
clearly that the recipient is the patient of his physician and not of the division.
This Is the basic philosophy of the division.

I do not believe that we have a rule or regulation that intervenes in your pro-
fessional physician-patient relationship. The rules and regulations that we do
have relate to billing for services rendered and the payment for your services
according to a prescribed fee schedule. You are required to bill in triplicate,
and the statement should show the recipient's name, address, diagnosis, acute
or chronic conditions, date of service, and fees charged. The billing is to be
submitted to the subdivision offices within ninety (90) days from date of service.
Payments can be made only for no more than two visits for a chronic illness
and not more than 10 visits for an acute illness during any one month.

All of these regulations are necessary under present accounting and audit
procedures to establish a proper claim against the State. We do have under con-
sideration some methods of simplifying procedures. In case of any dispute, you
have the right to request a hearing to appeal the decision made by the division.

ANY JUST OLAIM PROPER

It has been my policy that any Just claim is proper, and that no one should
suffer or be aggrieved as a result of negligence on the part of an employee of
the division. If you should have any feelings of this nature, do not hesitate
to correspond with my office.

I will not take the time to review the fee schedule since it is available in a
published form, medical and surgical fee schedule applying to new health care
program of Ohio Division of Aid for the Aged. I will send the information to
any one desiring to have it.

Supplementation is not permitted because of federal regulations that dis-
courage such a practice. The -division recognizes the payment for your services
by the' recipient or a relative as full payment. ; i .
. In conclusion, I wish to offer my appreciation to you and your colleagues for
the valuable services which you are. rendering to the needy persons in this State.
While our program is far from being perfect or ideal, I believe that we have one
of the finest health care programs in this Nation, It is only through our work-
ing together that we -can improve upon existing programs by more effectively
utilizing the available resources and services. You should be proud of your
profession and your State organization, and be pleased with your contributions
to society. My greatest desire is that more of your colleagues offer their
invaluable talents to recipients.in our program.

i 189
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The proposal-which certainly will be reintroduced in the next Congress-.
Is the remnant left from elaborfite and comprehensive government medical and
health plans proposed in the 1940's.

When Congress. repeatedly beat back these attempts at broad coverage of
health services, the strategy of the Government health advocates finally shifted
to .flanking movement. This was the present limited hospital, nursing

faculty and home-care coverage plan for the aged.
The health plan for the aged in recent years has been embodied in the King.

Anderson bill. It was approved by the Senate this year, but not the House of
Representatives. It is popularly known as medicare although it makes no
provision for paying doctors' bills. And it offers potential beneficiaries the
choice, cafeteria style and irrevocably, of 45 days, 90 days, or 180 days ot

hospital care.
Officials of the U.S. Department of Health, Education, and Welfare, who

have backed the limited health program and made the estimates of its iposts,
have ,testified to Congress that the social security tax would not have to be
raised more than about one-half a percentage point of the taxable. payroll for
both employee and employer.. The dollar estimate these officials, l4ave offereA
over the years has ranged between $1 and $1.5 billion annually for the early
years of operation.: Even by the year 2000, they have declared, the cost would
not exceed $2.5 billion annually. ....

Dr. Sanders' analysis for Nation's Business did not attempt to arrive at a
precise dollars-and-cents estimate, ,since there are too many future variables
for anyone tocalculate specifically,. But his analysis does show that Informa.
tion and methods have bie available to Federal officials for years which show
their calculations are low to a remarkable degree.

He states in his analysis:
.With respect to Its co*s, the roots go back, again to the early fifties. ,At

that time, the Division of research and Statistics of the Social Security A4.

Big jump in hospitalization cost
revealed in index of Canadian
health program over five years

Pfov/nces 1959 1960 1961 1962 1963 19 4

Newfoundland 100 165 178 219 262 305

Prince Edward Island - 100 226 309 374 430

Nova Scotia, 100 519 610 755 860 965

New Brunswick - 100 173 209 238 276

Quebec - - 100 524 637 817

Ontario 100 547 643 795 929 1035

Manitoba 100 158 183 '213 243 275

Saskatchewan 100 159 171 189 217 253

Alberta "100 '79 193 225 294 323

British'Columbia 100 160 176 '202 235" 264

-All provinces did not begin program the same yur
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ministration was estimating the cost of hospital care for the aged as one-half
of 1 percent of the payroll. And to validate their claim they made a survey
of hospital utilization by the aged in 1952.

Hospital use in 1952 is still used as the only basis of cost estimates for more
recent programs$ including the most current congressional bill.

The Federal welfare estimators calculated low and high figures on potential
days of hospital use by aging beneficiaries.

But Dr. Sanders points out: "The low-cost estimate includes no upward ad-
Justment for increased hospftaRlation under a Federal hospital insurance
program, while the high-cost estimate assumes at most an upward adjustment
of 24 percent."These figures indicate that the ertimators of medicare costs believe that
hospital care received by the aged may be sufficient nOw, or that at most utili-
zation would be increased by 24 percent under the proposed program. The effect
of medicare on utilization as reflected in these cost estimates would hardly support
the contentions by the advocates of this program of dire need on the part of the
aged for additional hospital services.

"The basic figures giving days of hospitalization were derived from a 1057
old age, survivors, and disability insurance beneficiary servey. This bene-
ficiary survey missed 12 percent of the- interviewees In the sample. But
nowhere has any attempt been made to determine the characteristics of these
missing persons. It te quite plausible that many of these might have been
missed because they iere confined to some medical institution (including
short-term hospitals), or had gone to live with relatives because of infirmities."

Rise in U. S. hospital cost
shows social security tax
won't. pay for hospital care

350
500'i .... 0F,

YEARS- 46 .48 50 52 54 56. 58 60 62 64 66

Haloipltallzalon cost per Taxabl eaninge pr
paint day wor"k under Social Securlty
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4Thiare tos every reason: to beieve that the steeper -indroasd In hospital coits
will continue for the foreseeable ftiture.- 0A *Q the basisof- ouch evjdenc e in
evtontuai increase'oft150 or'evea7-200 percent would be more likely over -tblo14g
range. -Besides, the frnster increasing c~sts of per diem hospitalization,-th
growing libsial use, of hospital service,: as. well as -the progressive further aging
of, our. aged. population,"aid, medical, advances oterthe foreseebale futu're'Would
all contflbuW'to' bis faster upward trend In usage and -costs."

The offc-4,lI GoVernmet assumptions about -hospital -days and hospitalization
costs, of ,the aged: under, the, most- recent proposal -can be demonstrated to be
unrealistic through another aproc

-Dr.- Sand6rs -points out the Division of'Research and Statistics ,* o the Sca
Security Administration last'year estimated total medlil care ekpenditure, botl
governmental and private outlays, for those aged 05 and over as'$4,O15 million
In 1960 and $5,855 millon in 1961.,

'Tbe estimated. expenditures Indicate that-for 1961-42,825 million of the,
total Was spe&itfor hospital dire and $500 m'flin for" skilled. nuir6sighome .care.
Of the AZ25milin, tall $f9s nMIloqn estimated as the eipeaditure I 6 public
fufid for *'in tal lod WIubruiosle.1ospital'servite.Sbrcigti ibp
would leave 180million anid"4an 4llov~ahce. of $80. mllioji for priw~ ex-,
p e nditues fori mnitil "And .tubi'~loi hospitals' would finally leave "$1,80,O
Million as thie total .expenditure fr~i aged fozt Nener i' lI~sitals.",resent a per c404t amutpersgeO of 106, 'Tie 1960euvln

ooabb about $98&
'TbscomtrastS shArply with, the HDEW. Secretar'estltnateO 1t pecita 1ex-,

li dtoif thi 'I itial ''ear" of ioerwnmetkt beftlth C4 4 h0 Cst eqSt fo r

Keo aged alad. ' 6 iigblef t Ar b fto. Thi siton per capita oulay
(or h Ia'll yi msimat4' about. $"0" asOjjse4 t th eestI'matfe-d'ai amunt'

"An dmr; o* I ~k sit, tis peri capiia figure of $9810 'i pr~jei' to i910%
t nd, compare th rjce idigwt h ot estimate In the latest IFOedralactuasrial. stud.*; The projectin. Wieldd 4per'capita oxpenitu;,e of $189 Ipl , 1 .

"The -bedefit'*vn1ueicu a itatv epnq ocln~r
1eaii 19M0 j54 ivezi a $1,580, million in the latest actuarial'istuy. ~epm
ber of beneficiaries Is estimated 'aO 18 tailioziA for" 1965.: W'Q c44 assume thatthib number would be about 18,4 inillion. for 19loft Ontd "aiste e cpt

of out-leitimiltoc amtiunt of'$189-.
"4The actuarial, -etimate includstecasfal the other aeeft,#rvle

ukzdm~ mdicre. t lmitkd. hospital benefits onlk, o'6) Ithe, basisofte
pecedttg6'dist~ibzton Oftza payroll cos gien .for the latest' estimates,
the percapitai Am.tni~ orth to'iuft Wudsrn $72, about 52 petqent.

o f , h wi h spt. benefitsb 4 Wo shrink Woldbo;t heeet4j We s'' meit ar pak isnatedoneormrealenaivswol
be eeed40pay, its cs'so a~ t cuta sound.Eihrtebnft

wbuld, have 16 be reducedt to eveli more limited health* care, ,or' patIets, would
ha~e t) pa oe 'fteMU hmele.Q the awoput of Vq a
or 'th base 'on which. tai~ t~x is l0evied'woUld bAve 1 sqet tax

!'.' Sanders' tI d'W'-,'I lal niae htth oil"Ro~ hw
hks~~~ ~ gvie tG'~U ~eeti~n 6tteei~othat would yl D, the most

pk ob&bl costs'of 'hospfil care Onzderr 'the most recent'congreesonaM proposa.
Under these circumstances estimates. of, other, benefit -costs-uch, as, nuroing
homeo and home ai*O rba havb, lttle !alue, inD.' Sanderi,' opinion,

'The variouis estimiats convince hin that, thdee'are figures, tha we''eece
witi' 6nly' oo'notrant in mind 4-. "Th~t the~ooeall entae 'of, the, taxable,
P'*yfoll 'i"Wr1ied hob~d'not Wo e t~o'faa abve theoM percent oolecte4,batck in

190as th poe csttt 0o0 hootlztoibnft o h ged.
i"For 1968 the Apptunt "Wf "kle rni%v*h~ -mm care for 18.4 mill11on people,

aecordIng to th6 Gov nment, estimates,' wouldbe $6-ilin $8.TO per aged.
But, according to the' i61'expendituik' study (one- by' te Soqipl SecuarityA4
ministration), nursing home osts ppounted, to $500 mwllIom, o1 '$P9.4, per'
person."

In t ight of current. usqge 'a wela h'Iceasing rate of demadthis,

"Tr om 'elt srvce(tho' third cAtegory, Pro1 e under ItbQ Gov era.
meait health planb) "the, per disin amount would beab a ~ _$0 p'e pita. -Taking
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various cost trends: into consideration, this would mean less than one nursing

visit or; other equivalent services pet, person every other, year. Outpatient'

bospital-dgtostlC services (the fourth kind of services under medicare), would
cost about $1.20 per person. Of course, the patent *s required to pay $20

toward this ser.ce., but the Government's inclusion of this benefit would cause

infation the cost of the service, so that the actual cost to the insured would

be- increased rather than reduced." .
, Dr. Saiders explains that it is not his purpose to damn a health program for

the aged, or to deny a need for' itbut !rather to convey his personal and

profesional conviction, that "the Social Security Administration has been con-

cealing the truth by-means of its actuarial estimates." -I

- He declares that we should -not 'delude the public as to the cost of an effective

health program, "If a sound realistic health program cannot be accepted: by

the public on its merits it should not be imposed on them -by the' Government."

Dr. Sanders' experience in Government has included service as Chief of the

Division of Health and Disability stddies in the Office of Commossioner of Social

Security, research consultant with the BureaU of Old Age and Survivors' Insur-

ance and research consultant with the' U.S.- Public 'Health Service.
He wasa member of the'social security mission to Japan after the -var and

research 'analyst with the President's Commisston onVeterans' Pneions. He

is a, consultant to the United' Mine Workers Welfare and Retirement Fund.

Presently he .is doig'tt.tl.al research for the George Washington University

Pnd s'consulting actuary With. the^'University, of Pittsburgh's Graduate'School

of. Public Health on aOpeial study. .. . ' " '' -"

.lho authoritative, opinions and judgments of Dr. Sanders are his :own and

should .not be attributed to any 'organization or institution with which he has

beefl or is'associated. "

Tns. Wawa GBAPl Ju105 COMPANY,- INO.O,

Hon. AT, F. B D ,. ' ,. . ,,$f.eld.!N.Y.,M., ,9,

The Senaop Wdshitspt Qp DC.:. i
My DtAu StNATOR BIwa: We are in general agreement with most' of the pro.e

visions of the new social security amendments which have beetipassed'in the

House of ReloresentatiVes (H.R. 6675)and which are now being considered

by the Senate'Fnance Committee.
We also approve of the proposed increases in benefit amounts. We recognize

that the. continued increase in the cost of. living affects those in retirement as

much as,'if tiot, than, hose in employment. The Increase in benefits will

helpto ot6set'th 'LiU -^ -ee cost of Ilving. The resultant increased taxes are

not unreasonable and, as shown in the actuarial statements, are adequate to

maintain the fund,
We have previously supported the disability benefit amendments to the oc, ial

Security A6- We 101, that'' t. prson' who' is completely lncapacitated, as

adJudged by competent medicalatithority, and Is unable to- w6rk again -should!

be po ovided ith incompoc1-..ii comp.able to, those-.who r#Ach retirement

age. Our' Qbmpany retirement 'plan, as do many private'. plans,I6ud" such a

provision. The reasoning is clear and straighttoiward. The -purpos of social

security istolido some 'eansof subsIstence -when a-person, i' no longer,

working , due either to age or to ,ttal and- permanent disability. - It is because of

thisorin pur ose that we must register eur ottbn opposition to the proposed

ea.tentzief' Ito eliminate* the 'long-continued and -Indefinte duration rVei-ui-

went from the definition of disabilit. *

The at endment prroope to -,ermIt 'iulficaons for benefits to. any person

who ie'disabled fok' a periodof 6 months, regardless of whether that person Is

=h edo U", recovet. 'eod present leglslatlon requires substantial ,-proof of

I e o disability and, in our opinion, It has been very effectively' admin.

i6tered. Becau of this' very logical restrictloh,' and good administration, the

disability tru't fund is currntly in favorable balance' '

II We eriotuSiy I question- the amey of the forecasts of the numbers of ndi.

viduals ilcely to be affected by this revision. The Research .ouncil for IDegnomic

Security .eVOA ini it 1967 study of #'Prolonged Illness Absentee smif', that 19
percent .employed ps fm-ages 25tO 84 would-b disabled more .than 8pe s n e rai 

25o to 64. w o-u ,d

i.fl.tho. Ifis0tano- atd actuarlall consultants report that 15 p rwet of all
-2' t~16...:-t. 0~24 r ".
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persns. 85yano1oe il ds4dfrt9en. nthS beWoe.age 6
it. is obvious then,.that the cost of benqfits, would, place* tewtndQu8 bur.4eiOU'O
the social security plrogram , ot onlybecat~useof thobenuefita -i1volfeOdf~r,-4d.
viduais, but because, of the vat aaltlou to.admlnistrativecota .:
jf,.We believe the establislunent of the automatic. 0-month ruufrfor -utwe deter,,
minations .of ,disability .would -drasticallyt Increase, the ovorlapping,-and duplica..
tion of benefits from social- security and State .workzuen compenpatioh, laws,,
We reaUzottbatithe previous cange in thke lawv eliminated the:qftset~ot these two
benefitW 1,We did' not oppose this change because the basic ,requirement:,of total.
and, permanent. disability, .was.sill retained-, -The newly, proposed legislatiouL
would encroach on workmen's compensation .joveragel since. this protection,
designed primarily to cover tenporary partial or totaldisabIlIty6 -:Soc1aI security,
an:, the, 9tber handt i t designed for the person who hao widrawn permanently,
fror, the -labor market, whether bec 'ause -of .age, or -disability, likely. to, result in

iIn -most. companies vk temporarily disabled, employee Is qile or. either non.
occupational, or' occupational benefits,, with a, O-month period of coverage ,gen-,
erally available to -the, nonoccupational disabilittes. Jf the, employee van expect-
to., receive social; security ,benefit.autoiuaticalyafter ( montbao what ts his
incentive to return to work?, This Is a real problem; Particularly If tbeemployee
Is, receiving workmnie's compensation benefits.. i He could very easily -receive more,
take-home, payofroni the combined workmen's.,corpeuanton i and. social securityy'
plans than-, e, -wouldreceive, It hewere emnployed,,i All, forms. of iInsurance ipm -
tection against loss of employment Income have, bistorivally,Ulmited. payments to,
amaximurn ofl 70, percent In order not to, delitioythe -nitbltiveto return to work.

, Mtrteadiugi the reportiofthe Hotuse iml tte. on We~ys. and Means, It, ap.,
pears..to ;us'.that -the -only juhtificitlon b~ cngo" a-In the, mothod'of disability,
determination Is to preclude the neess-ity-,of these Individuals to file for welfa ,re
payments. -This, mar' be a worthwh Ile aim but we believe It is completely outside
the essefitiIMtP~60e6f 5ktial'e~drIt7.

W6'be1Ie~b thatfh~p4'viS1n regarding the determination of disability should
be left unchanged. If there is any justification for a revIsiob, *s*oUld.jirefei
to support an, Improvement in benefit amount for digbled einployee4 as de61uid!
under the current definitions. If possible, these comniizts should birol~ided With
Your cokmmIttee's minutes of its proceedings. .* ,

_AVery trulyyours, .

Discolor of Indnmtrial Relaile.

q ~T4Asq

DatNi A"IftPu:F.Opr group -with whom~ Yya *& cidlj 3Aet at- lunchQon -in
Provldeuce last ;Tuesday ,In reference to II. ,687,biaye as~dreosn oyu
as: promised, this letter confirming ovr hospik~als'. urgent, A'e* fr~a m~1
ment-to theibilL before posnag, 4n our key, p9Jntq n upotoftitrqet

-In.)response tyour queation: _but.the Jlngwuge_.4 en.4the; 0111, I r de
Inquiry~ to Waahlngtpn andi learned that the. following, Mzendjnent to, a~coznpl%
What, we ao' tequestilig has a~readYheen suggested: '..
b;Thq.AT&A amendment;. .IntrI*,R0016o pAge 04,. 1140 .to."fterjhia" Fd.yq rtt

videdi'". In~erti the.,wordsi ov.41n: theifleld, of.palthologyj rKadpgy, 'phy lT'y I -
anesth-cusiology, nor to services provided ***" .,~ ~~

Aer yon know, .1he.purpoeof the, arepdrpeat; would, boei W IMNtlwe~er 34.
(I87~xtd,' Pin Wts-' b0d 4~~ia 9Yvrae, .h nhoo pb"y.00at 40d

ivestbosiplogY t"rvles which. wvere pmittqd frmi pelll In,-,qoptTittee before,

,Unless-this sorious defpctit the bill is repaired, we ,are. concera)4 fop the Aired
who a patients will promptly and coat Inulngly feel the. AdyQrsp eftta . n we
feel t6ncern for the' quality of, care not. only,-to the a4 butUltim MtOI.1 Woh

You at aware, wek kol'tat h services, of, te. abvaz,.ine t our ca 46 e
gorieg of -specialists differ from other physician .servicevn In that, BaP s1, ~pDO
(6v teaxdof'slW1chlet) !has the sole use of the P~~sv ~aitIa OO~pa~
his specialty In a given hospital. Patients coming to, ,f -I ~i~t. oT~qarT
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gemt uc- p" 1q!Nlpo ,ON , flOto, hapeR to p sprylpes og that

the hospitl jn6e10i'a 'AI t16veini a,0 i) pr t1oq ahjl$tj ato 1fQP t

Becau7q of tbe potqtAl frecoi~ivd4n4 ge tq (016 Wp~a~sstheAIa
then just descried, pwteik'lof *ji t1~i' ,nd;teanso py op~

~~~0P pucl .Ppltat -it e*4rctsq, 89oii s eslti .9, e tl, li6i~e h
ehorged for. 14e~ 01c1180t1~evia , 1 Aho! 4siatnd ed w , *Odnstnd
the ,atp Ipimlar 1ij othorj$Mpajch#Tgs for tese spcils rV r
iubjept to appi~vg1_ by*,tlo hospii~~g9p~hg, body,V _pd it,~ A ", -bid and
,collected. by too liospital.- The. hopipit4ea.oin QnsAtes th i pcal46crd;
_ oa enog~l u~ ~adp A A~xd aot(sgry) r ro~t

UIOU ofdepartmental izqome,' or a Combluition, 6f'theA', two
66(~75 ~nits prsp on wulo 1841lW 409h payments by s1Ial1 t

tas seiisti as' a reimbursable hosptalepne 4XI~ WIego 0 speqaite
while still operating in a privilege exclusive hospital sltuat16n;'wotd be "6n their4oWD," tlQ Se -~cinpensii, for. service t heaM patients, .ei~dligj separgtq

bilstothsepatients Wit191 )op1tal jur4ditop 1
Our hospitals know _from experience tha t agedj paVents 'would not understand

xeceivipg. t3~esp separate blllp.W h aye)ot up to 139w 0,qnpart oif tbqnor~nal

pett~rn4 teyewi66pltal 69M s vi t497w~r oos pn~er I'o~1KV1 zkeoobill t1 -bj denle4~upr -a p basi qo .rg 'f "1*70. o
6111 rlf5 W'VOkulbe, and, l ~e tb d pg 7p4zflouJ, Pq

-the ovrtoual ppliuetar tz~a prls
ve miattersf f~, *4ecul ho idg~uit ~nerw a

oaeWoUl dvew ily to ct~ol iotop ly, npAqsP#l jpt"en.a tas

Pa 04, 6XYq*# , SO'duC~i'toW be p"i b 1 i
lut hospital dfagnostic ervlme are ap to b heavy IniX4,g

:aipd patholqgy, bor hcoeN~ .nyunde pf 4pioal oiuaw 4~ e
pec 'o nourance 0etrM fti i.pst sht~op~eee

]Ie ~pvh4e t q,~nlipuac ~st ~ tl 1xiet out of hte
.own pocket th but f h expense, forbi o tiet d*pu (i, 'ervlc *bee:be bad. qxpetq~ un-A ier"~ bD 1qiv0iu ft

110~gngp i0p*ovA. t~e au4 =00; Of care 1 througl'the ~th

OR ~ ~ ~ ~ o Ain ineeping11Y0 theq;.

Tllogtst jy bi.iue * par hhel ar ytontr ot 4op,4 are.
iuify~iate~eatre y tipg P tU' lt ot~e4are tou Qipb weo cga

0 fyip~O ~i~~~ru t h n-i&tu ru y Iu et~ t Jth'i 1, U wollt 6'r ln k0601 tho', d

W 4 j 0. qal . BtretO 14
Ate e'; 1 1 p, ft Ce

26 U. pd re..wo l~

P r 0 *kotk11 141.,"

t4~ .0m )]' t~rrt o $
I tfyyu" n t~at ha~ 8ee fiapp~ot on njeofq r ehntbjoeew door of

t~ie Toiiewa~ ad ieasC~i -ftbqtqjt~ ha cotbt4V t. mweu itahal
prota make & infcn-n epnleene~ op to t_ eiallb
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The social security part of the measure to provide hospitAl care for the aged
has been revised to'exclude physician fees for X-rays, radlologO', anesthesiology,
pathology, and other ,services normally billed as part of hospital charges. The
change represents a retreat from the original administration proposal-one that
not only 'would reduce protection for the aged but would' also undermine the
existing coverage of such Services in Blue Cross and other hospital insurance.. The House committee'S plan to supplement medicare with a voluntary Federal
programbf insurance against drug and doctor bills does not provide an adequate
offset for this new charge. The companion program, though highly desirable,
will be voluntary; not all the elderly Will be covered and not all their medical bills
will be paid. since half the expense of the new program will in any case be met
out of general tax funds, the proposed legislation ought to set some check on
fees. Otherwise, the cost of all medical care will skyrocket. And certainly
the door ought not be opened to enormous additional charges in areas now
covered as part of standard hospital service.

COSTS op HOSPITAL SERVICES O RADIOLOoISTS, PATHOLOGISTS, PHYSIATRISTSo AND
ANESTHESIOLOoISTS UNDER MEDIOAIW

Mr. DouoLAs. Mr.' President, together with many others, I am greatly pleased
that the House Ways :and Means Committee has reported the so-called medicare
bill and'that in all probability it is destined for passage. I am also glad that
they have added to the basic plan a supplementary plan whichwill provide for
voluntary insurance with costs equally shared by the insured person- andthe
Federal Government to take care of doctor's services and surgical services.

There are, however, defects in the :Rouse bill which should be remedied by
the Senate. These shortcomings include provisions relating to the administration
of the program, as well as the arbitrary exclusion of certain vital and custo-
mary hospital services. I expect that the Senate Finance Oommittee will study
in detail these and other questions.'

I think it is important to Initiate discussions immediately, however, of a most
serious and significant defect in the bill as reported by the House committee.
This serious defect is an exclusion of hospital services, which, if permitted to
become law, would constitute nothing less than direct Federal interference with
customary hospital practice.

A cartoon appeared in the St. Louis Post-Dispatch a few days ago which
showed a Member of the other body in a surgeon's gown. He had extracted
from thea patient lying on the operating table'a whole series of internal organs.
He had then in a glass container, and was displaying it with Jubilation to the
doctors who were in the surgical amphitheater with the comment, "I got every-
thing out."

One of the fundamental parts of the patient which was taken out-and which
should be restored-is payment under the bAsic plan of the costs of the hospital
services of radiologists,, pathologists, physia'frIst, and anesthesiologists. This
is a very serious defect of the bill. Along with other* 1 hope to seek to restore
this feature and 'others of the original KIng-Andersori bill as the components of
the compulsory system.

,Under the basic potion of the House committee's bill, the costs of the hospital
services of radiologists, pathologists, physiatrists and anesthesiologists are ex-
cluded as expenses for which the hospital may b6 reimbursed. I believe'this
prohibition is unique. It is not found, so far as I can determine, in any other
hospital Insurance program in this country-- public or private. Up to the pres-
ent, where a hospital bill includes the expenses bf services rendered by any of
the four medical specialists I have mentioned: first, Blue Cross will pay for It;
second, private hospital insurance will pay for it; third, Kerr-Mills public assist-
ance will pay for it; fourth, the Federal employees' health Insurance programs
will pay for it; and, fifth, the medicare program for dependents of members of
the Armed Forces will pay for it.

If we enact the provision now In the committee bill which excludes these
services, consistency and logic would seem to demand that we exclude payment
for the services of these four specialists from all the health care programs
Involving Federal financing There are only two apparent reasons for the
exclusion of the services of these specialists as a reimbursable hospital expense.
Both reasons are inadequate in my opinion. The first of the reasons for this
exclusion apparently Involves the gratification of the American Medical Asso.-
clation, which has made it clear it does not want to see the services of any
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physician covered under health care for the aged-regardless of whether that
physician is an employee of a hospital Who renders a basic hospital service. The
second motivation may be a desire to reduce' the Cost Of the basic health care
plan.

The American Medical Association and certain of the specialty boards have
had a longstanding dispute with the hospitals of this country over the methods
of compensating medical specialists. At the present time such services are
billed in a variety of ways--Including direct billing by the specialists or the
inclusion of these services in the cost of hospital care as a routine hospital
expense. If we permit the exclusion now in the House bill to stand, we simply
would be taking the side of the American Medical Association and in effect
the Congress would Join the American Medical Association in its battle with
the Nation's hospitals.

To show the full deficiency of this provision in the House committee bill, it is
sufficient to point out that the services of these specialists will be paid for under
the House bill only under the voluntary'insurance portion 'of the bill and only
if a specific fee is charged by the doctor Involved. As I have indicated, a number
of different methods arb now employed in paying for these services. The Con-
gress is being asked to dictate a single method which is contrary to the usual
practice and opposed by the hospitals.

Approval of these exclusions would also create a situation which would have
an inflationary effect on the costs of health cire, an inflationary effect which
will probably cost far more in the long'run than any savings now apparent in
the cost of the basic health care plan.

A principle of the King-Aiderson, bill'has been that hoSpitals will be reim-
bursed for the care they provide to beneficiaries of theirogram on the basis of
the costs of services-and not on the basis of 'hospital charges. This principle
is similar to that practiced by many'Blue'Oross plans. Accordingly, the original
King-Anderson bil would reimburse the hospital for i6 cost of' the services
of the medical specialists as a routine item, Just " do most df the Blue Cross
plans. But this accepted and normal method of reimbursement would go out
the window if the committee exclusion were permitted to stand. Instead, i~Ay-
ment would be made for these services under'the voluntai-y insura'n"e 'portion
of the program on the basis of the fees charged by specialists for eacl'individual
patient. In other words, we would be committed t0 paying Whatever charge. the
specialists might want to make-and not necessarily the actual cost of the serv-
ice. The Inflationary possibilities -b this 'ate apparent. Moreover, these pro-.
visions 'of the House committee are inconsistent, They would, prohibit the
hospital from collecting payment for the. expenses involved in ftirnishing the
services of some of its physicians,' but would pay the hospital part of the salaries
of other doctors through the reimbursement of costs in connection with services
rendered by interns and residets--all of whbm a re graduate physicians. And,
many of these doctors-whose salaries 'the bill, would pay-are fUn~ttonlng in
the fields of pathology, radiology, physiatry, and anesthesiology. Recent stude
show, for example, that only 1,550 doctors of the 7,300 in tbe specilty of ,path-
ology are engaged in private practice, but some 1,800 of these doctors are in-
volved.in training programs In pathoogy, The bil would pay-the hospitals for
the Seivices of those 1,800 do tors but not for the 'more than 8,000 pathologists
who irie either on thelhespltal payroll or have someother reimbursement agree-
ment with' the hospital.: '1is indeed inconsistentaihd inequitable. '

There Is another aspect of this discriminatory exclusi6ii which I find unsatis-
factory.' It will reduce controls on 'the quality of care. Fop example, at the
present time, the hospital pathologist can go into , medical staff meeting and
tell Vi)r Feesplitter that 20 percent of the tissue he removed 'was, normal hnd
that 'the surgeon had 'better be more careful' in his selection of candidates for
surgery.. ,The pathologist has this freedom to criticize because he is paid by the
hospital, and his responsibility 1i4'to thIe hospital. This freedom of actioni would
be seriously impaired by the 'Iresent Houseprovision. The pathologist would
ieO dependent upon referrals from "physician such as Dr. Feeeplitter for his
income. How critical can he be under such condition?

I suggest that the Sennte consider',the following recommendation, as one way
to resolve the problem i have diseissed. This suggestion would hab the effect
of essentially preserving the variety of methods presently employed in paying for
the services of radiologists, pathologists, physlatrsts, ttnd anesthesiologists, and
it is essentially parallell t6 the method employ 'd'by Blue'COsa and Blue Shield in
paying for these services. I would recoinmend 'that where the hospital provides



the ervies o ~hofo~i spei~li _ " Cost of these servi ces should be inii.ir~e, tQyA th, li6ia o.,~ l trai orino prograip. Where the
speci aflat bill's the jhtlent di"6 W or his srvices 'tht char9ech ec6e

ui~de thevolutary1npaqc~section of the program. The status qowu~therb the molintaried, 4 anwh opm~ otr,.h leladteNtould

wouOf benelt '

UMflUOAOs. Iafiglidt~ojyeld.'
Mr. Qwksxk6. I, -Visht '*Wc~em npyelf.vi ',Ol'e vliws on this 'subject. ot

~nygood'frlend '1o %llio61 I ive e fitit while the proposed legislating
washigly esiablt-ad I am4csonsorof #-t-W dd not go far enough. I'

was'n tupioplatbly named a miedicare bill. It lhas neie been a medleare bill'
'4 has begxl a hospital care bill, and a limited one. It ahoiud have been'cale

hopiar.that when'the bill C homes to the'Senate niot-6nl'y will thoe-

Ox918ions 0f the sugry ernmin he1 louse be. remediled'and that It may'
survive conference, but that w~d mday baye a bill that 'will have some, elements

?teate4 medicare as welli h1ios~l CAI*.
courses, 1, do not share thiepropaganda 'views that comeo ;rom the American

Melcal Association thtkt thi8 s sone ho!rrorcaled soclitzd mIedicilne. It wilt
40t $6pos aiW reaii'lo ot9iec ofsslii'and, of' core, It sh~uldr
not It l8pr4 ed legwistoli desiged t prvde 'long-over4ue'relief f6r our
aged citizens' the great majorIty of wnom cannot, afford out.of their.saitnge-the
high coots of h9spital. care when Incapacitating ill1nes~es' of',long duration' Otrlkd
'oneor'both ii anu eldetli couple., I . know that 'the' coifntry will support It o'ver-
whot~pgy

Mr.! DOIIGIAs. I thank the" Senat r6ki Alska, who is'Ihe 16~ "doco r th
house,"1 so to speak' although he ls 'A Membert Of 'the Senate.. '00 'comes- from a
dis lnguished medcltmy a4hdafne career in medicine 6 frj~~Wn
into jour iim anditen -into. pol. ii~ 11 cnows the' real isdePo'ti
subj ec.

I ay Anot go for the iotim range o_ medical se rvices to be p ded but 1 rotest
agatn#tb f'ellmtatibon oR'. p~iymnmt'for, the costs of the, in-hospital services of*
radtl" 16 physilatrists. pathfologists and aeteilgssfo h tgnl
bgsIC planof., hoSital benefits.

In this boninection'I ask, unan]imous consent to haye pritd In 'the'Record at
this point an editorial from the New' York Tlimes of yesterday, entitled "Uni'-
versal Stake In Medlpare."l

There being no objection,- the6ditritalwas ordered to. W) prlnted in the Record,.
as follows:"NVBArSAC NMDQR

"6Tho expanded nwdlcae'p prora app roved by 'the* house Ways-and Means
Com iltteo promises' benefits t go tar b beyond more adequate, medical and?
hospital service' fox'. the, elderly.- It .will Iease -emergoucy charges that have.
wrecked the budgets of millionsof America anli';eieeBuCrspans. of'
tbe most' exp " Olve, Ii in their 'cst splral -tuea y b l Lorpatt :over-
6"-nd opo t v ay for badly needed tmpk'9vekents ln'iursing* line

cjh 'ommittee,, for to loYhg 'the-grAveyatd'. 'of medicarer, h"aa now,'grvatly-
strengthened the origlil -adinIstrati6n, progrtm. Mostg fitablD *Of course, 'ig
It' delition to slapploment the tia-si hosital protectti with a, voitutry p topam'
6o1 insuring 'doctor and drug blUs.

'"Hwevr, onesureryIn't~ie Snate or on the H1ouise floor4 Will makoe the
Inea s re still better. On6 reftoressive feature' n the'Wiasand Mleatid draft
Ii th6 Xcl n h 6~ 'h gener ISocia securIty cover .geI of iphysician'fees. for
radiology,'pathOlogy, and 6thei services now' nformally billed'' prto hospital
Chi''e Such a'.change will have'an 'Inflatib4rry effect on all hospltAl cots r
iwlt alsoUUndermnln~,the trend President. 'Johnsio seeksto foster through his-

overall' national health program, towar~d'estblishing'pmlore comprehensive medi-
cal. centers with full-time prokessilooal Otat~ Tihe otosoe ulity, cost,
and uttigation aldo, arie neeoled'In tbe ncdleire program, both for Its own sake
and fQrft itInevitable Impact 611 genperilni dlcal economnks,

"fWith these desirable changes, t he. program .an moefly copiits
enomou poental fo' ,ontlbplng~t6'te GeatSocety'~,'(uoted from 'the

Congressional Ieord, S a r., 16.
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*AMWmoAN HtAnrxo Soolry,'
Wathingi on, D.C., May Is-1005.

Hon. HARRY FLOOD BYRD,
Ohairman, Senate (0cmmittee onP noe, 'U.S. Sflate, WashfrOton, D..-

D.aR SENATOR Bran: The American Hehrine Society, with headqijahters at
919 18th Street NW., Washington, D.C., is a national federatldn of 160 member
organizations locate hin 40 States With a membership of more than 12,000.
These affiliated organizations are concerned with rehabilitation service programs
for the hearing and speech Impaired, including those with retarded language
development.d-fhe society isconcerned tlm' H. 6675 does not include the provision of
hearing aids amuong.the medical and other health services provided for in the
bill. I(Seesec. 181(S), (6) and (7),p:83,)

From such eminent medical authorities as Edmund Prince- Fowler, M.D.,
director of research, lZew York League for the Hard of He14rtng, New York City,
and Samuel Rosen, M.D., ear specialist in surgery of, deafness, Mount Sinai
Hospital, New York Eye & Ear Inlrm iry, New York City, we have testimony
that a hearing aid is a replacement ' for. 'the loss of one of the most important
senses of any human being and, as ouch, It surely as worthy of specific provision
as an artificial limb. It seems tragically shortsighted to let this bill get by,
excluding as It now does, an essential and vital source of help, for tho large
proportion of our elderly population, Invisibly handicapped by bearing loss.

The initial cost of a hearing aid, averaging $215, As high. Its upkeep is'a
continuous, on-going expense,that. taxes the limited income of, many. of the
elderly and/or ,rapidly. exhausts their !meager savings.. Without an aid, the
hard of hearing individual becomes ,a ,lost, isolated soul, cutoff ,fro- contact
with his 'fellow men, unable to participate In educational,- civic, or social
activities.

Although it, Is difficult to obtain accurate and reliable figures of the incidence
of hearing loss in the United States, it Is estimated that there are at least 15
million ranging from mild to severe loss, This is by far the largest single
disability, category,,,, ;

.An estimated. 43 percent. have moderate- hearing loss.- In- order to ,tnnction
effectively. in' personal, social, and occupational situations, they need a variety
of specialized. treatment, training,: therapeutic, 'and,, prosthetic services based
upon adequate evaluationS. Five percent can be, classified as severe requiring
more intensive treatment, training, therapeutic, and prosthetic services. -With
respect to age levels of those with moderate to. severe loss almost . million are
adults.

The degree of impairment increases with age., In carefully controlled tests of
reliable population- samples,-4' percent of those in their fifties have been found
to have medically significant hearing loss,. Among those over 65, the figure rises
to 9 percent

The American Hearing Society urges-the Committee on Finance to amend
H.R. 6675 to provide for the provision of hearing aids ai one of the medical and
other heatlh services which' blay 'be prolvlded. The soelety,'would,,llke to be
recorded In theofficial record Ii favor of such an amendment.

. :Sincerely,: i - . ,, . : , . . .. , . . r ,, * ..'. :

CRAYWrn WAMlac, Director.

NATIONAL AssooIATioxOF CASUALTY AND SuiirTY AOcITS,
OFFIcE OF TiE ExECrIvE SEOu 'Ri,

Senator HARRY '. Yb, Ner York, N.Y., Mi '7, 1965..
Heatue 0"o. Buildig,"
Washington, DC7.

D sAR SEN4.e s R0a rib:, On beh.lif 'of the eitre membeship of the ationai
Aseoc~atlowf Casualty and 'u_ t , Agents,, anrganivation ebnssting of many
hundreds of' American independent insurance agents nd.,brokers;:,ahd eincon4-
Passin residents of every' St t i America, I * 0Viu1 re etfuJy eofn4ey to
you, and to each member, o the Senate Fininko'Coniitt ,i ' esolutlon which
wag unanimously adopted Ly our board of direetorp at its 19(35 ~dilear m eetlng
held last 0eek in New Orlean, La..
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The enclosed resolution is self-explanatory, and we believe serves to point
up the inherent dangers In section 303 of H.R. 6675, known as the Social
Security Amendments of 1965.

We respectfully urge you and the other members of the Senate Finance Con.
mittee to give serious consideration to the ramifications of section 803, in your
committee's deliberations on H.R. 6675.

Most sincerely,
3RuoE, T. WALLACE.'

Whereas the State Workmen's compensation system has provided proteeton
for employees and their employers for over 50 years; and

Whereas the 'operation of the State workmen's compensation system is being
increasingly adversely 'affected by the constantly broadening encroachment of the
social security system into the field of Work Injuries; and

Whereas H.R. 6675, known as the Social Security Amendments of 1965, would
greatly expand the area of duplication by making far-reaching changes in the
definition of disability under the Social Security Act; and

Whereas no public hearings were held by the House of Representatives or its
committees on the adverse effects of this change on workmen's compensation and
the o ther systems of compensating for disability and

Whereas this change in the definition of disability was unexpectedly inserted
In H.R. 6675 and no opportunity was afforded interested persons to be heard or to
present amendments after the bill was Introduced, few even being aware that
this change had been made; and

Whereas no Informuition has been made available as to the cost of this pro-
posal, its adverse effects on the rehabilitation of Individuals injured in industry
and the prevention of Industrial accidents and diseases; and

Whereas this amendment would have a most serious Impact on State work-
men's compensation laws; and

Whereas H.R. 6675 Is now pending for action before the Senate of the United
States and hearings on this measure will be held by the Senate Finance Com-
mittee beginning In the very near future: Now, therefore, be it

Resolved, That the board of directors of the National Association of Casualty
and Surety Agents, assembled In midyear meeting this 29th and 80th of April
1965, hereby records Its opposition to the broadening of the definition of dis-
ability as provided in section 303 of H.R, 0675 and that the membership of the
National Association of Casualty and Surety Agents is urged to convey to their
Senators and Congressmen their conviction that section 303 of this bill should
be eliminated or an appropriate offset for workmen's compensation inserted ; and
be it further

Resolved, That a copy of this resolution be sent to all members of the National
Association of Casunlty and Surety Agents and an appropriate statement In
accord with the sentiments of this resolution be presented to the members of
the Senate Finance Committee.

CURATIVE WORKSHOP OF MILWAUKXE,
Milwaukee, Wis., April 19, 1965.

Re legislation on health care for the aged, H.R. 6676, and corresponding Senate
bill.

Senator WrLLTAM E. PfoxMRE,
Senate Off ce Building,
Washington, D.C.

HON. SENATOR 'PROX MIRE: I was requested to write you on behalf of Institutions
similar to the Curative Workshop of Milwaukee who are concerned over the Fed-
eral legislation on health care for the aged recently passed by the House of
Representatives and shortly to be considered by the U.S. Senate.
.We are concerned that the proposed Federal legislation will clearly specify
that outpatient treatment institutions and rehabilitation centers like the Cura-
tive Workshops of Milwaukee, Green Bay, and Racine, and other similar institu-
tions who engage certified physicians, physical, occupational, and speech thera-
pists, will be included as eligible renderers, or providers of physical, occupa-
tional and speech therapy services for the aged. We may add that, In addition
to the outpatient services, the Curative Workshops of Milwaukee, Green Day,
and Racine, also operate home service programs. Under a physician's pre-



SOCIAL SEOURrfY 1155

scription, they provide physical, occupational and speech therapy services to the
aged in their homes to keep them functioning at maximum levels in independent
living activities and homemaking functions.
Duri g the 1964 fiscal year, the Curative Workshop of Milwaukee served

3,986 different persons of which about 18 percent, or 717 of. these patients were
05 years of age or over. I believe you will find a similar distribuion of patients
at the Racine and Green'Bay Curative Workshops. ' -

During the past 45 yeats of its existence, the Curative Workshop of Milwau-
kee's certified therapists have served thousands of aged persons onlan outpatient
basis and in their homes, restoring Lhiem physically and keeping them functioning
On a maximum level at a minimum cost to themselves and the taxpayers. These
medical and rehabilitation services have prevented or Toduced costly hospitaliza-
tions and other medical procedures, but most important, these services have
helped to keep the family units functioning harmoniously together, prevented
dependency among the aged and kept maily of the aged out of costly institutions.

We are proud of our contributions to the aged population land ask that you
make certain that this legislation will clearly include -the purchase of physical,
occupational and speech therapy provided by certified therapists under a quall-
fled physician's direction from our respective institution, on an outpatient and
home service basis.

We will appreciate hearing from you at the earliest convenience.
Sincerely,

T. S. ALLEGREZZA, Executive Director.

STATEMiENT OF ORVIL1L F. GRAHAME, VICE PRESIDENT AND GENERAL COUNSEL or1
THE PAUL REVERE LwE INSURANCE Co. AND'THE MASSACHUsErIrS PaomrEivz
AsSOOIATION, INC., OF WOROESTER, MASS., TO THE SENATE FINANCE COMMITTEl
oN H.R. 6675 RELATING TO THE SOoIAL SEoURITY AMENDMENTS OF 19M WITH
PARTICULAR REFERENCE To SEO'rioN 303 or H.R. 6675

Our organization has been in the accident and health insurance business since
1895 and is one of the largest writers of guaranteed premium noncancellable
and guaranteed renewable coverage. We are licensed for both companies In all
States and the District of Columbia, and we also do business in a number of the
provinces of Canada.

The issues di8ou8sed in this 8tatement.--We object to both the change in the
definition of disability and to the provision to pay for the sixth month of disabil-
ity, as set forth In section 303 of H.R. 6675.

We are very much concerned that the proposed amendments, while perhaps
suggested as technical amendments, will seriously interfere with the offering of
disability insurance coverage on a private insurance basis.

Qualifications of writer.-The person making this statement is a lawyer and
fellow of the Insurance Institute, and has been and is active in both life and
health insurance trade associations organizations dealing with social security
legislative problems, and currently is chairman of a trade association legislative
committee dealing with State problems.

The writer also has been active in a number of conferences and committees on
a local, State, university, and national basis which considered problems of the
aging. This included membership on the National Advisory Committee of the
White House Conference on Aging In 1901. His assignment at the Conference
was to the Planning Committee on Income Maintenance headed by Dean Charles
I. Schottland, former Commissioner of Social Security, Department of Health,
Education, and Welfare. In addition to chairing a work group, he was a member
of the Recommendations Committee of the Income Maintenance Section which
made a number of specific recommendations including a position on financing of
medical care, all of which he supported.

His personal support for this "progressive" position was on the premise that
for persons under age 65 private industry was doing and could do an efficient
and effective Job on health care and in the field of disability insurance, and would
be permitted and encouraged by government to do so. Thus, in the political
spectrum, i'v writer would like to be considered to be in the middle of the road,
believing there is a proper place for both government and private industry in
the social security area, a position he supports in the National Council on Aging.

Government disabilt ins uratteo does not help private instirance.-It cannot
be argued successfully that Government disability insurance is a "good thing"
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for ,private Insurance., In life insurance It is difficult' to.be, 0Qerlnsured as few
can, pay the fulIpremlums, and very, very few wish to te right away to c01lec,
So life nsurancecan be piled on some moderate amount of sclal ineurajec
However,, n disability insurance In the lower Income brackets there is #e upper
layerof income to insure due to the fact that experience has shown It is unwise
to pay a man as much,, or nearly as much, disabled as you wolid 'Py him if Well
and working. In disability insurance he is free on the basis of subjective symp.toms to elect; nonemployment or early retirement. Iece, we do not like' to
insure over 60:to 80-percent of a man's income, especially.considering that dis-
ability benefits, both Government and private, are not taxable'Disability. benefits were provided under the Social Security Act in i106. At
thbam ptiethre were 41,688,000xpersons~reportel to be covered with private lo
of' Income disability insurance coverage.' This bhad gone up from -, ,229,000',
1940., In 1963, the total was only 46,950,000. It would ths appear, even though
the total work force has an upper limit, that the disability provision in the
Social Security Act may well have deterred the growth of private disability
insurance.

.. OHANE IN DEFINITION OF DISABILITY

The elimination of the provision for long-continued and indefinite duration of
the disability In the present law admittedly may give some help In administering
the law on certain problems but probably will bring some other difllculties.
Senators and Congressmen may have received complaints on the present pro-
vision, but that is in the nature of disability insurance. There will be complaints
galore in any hospital or medical plan for people over age 65. There well may
be more complaints under the proposed language for.-disability than now since
people can differ on the fact of disability, and there will not be the same language
support for any Government contention of nonexisting dibillty.

The contention that private insurers use such a clause as proposed is generally
true,' but this raises the basic question of whether Government intends to take
care of early retirement due to disability, or whether it Intends to go into a com-
peting temporary disability insure-'ce business.There is also atrother question not answered to bur satisfaction., Is there not
another: possible remedy for the case'where no one knows whether or how soon
a disabled person will'recover from disability?; -Perhaps in such cases a decision
could benmade on some other test, as (1) hospital or house confinement for a
specified period, or (2) total disability for a longer period, as 2 years, as a supple-
ment to the long-continued and indefinite duration requirement.

The proposed language will remove a large area of the market for 'private
insurance. It Is not believed that the Congress intends this consequence. Some
feel we are not dealing with the issue of a floor of protection but with the
nationalization of disability Insurance.

PAYMENT FOR THE OIT MONTH

The payment for the 6th month Is also an amendment probably intended to
faeil'tate'admlnistraton, but It is especially irritating to private insurers, as 'it
is a definite further step into the field of disability Insurance. Many group
plans pay .for 26 weeks or 6 months. There are also workmin's compensation
complications being called to your attention. Several States have cash sickness
plans covering 6 months. This overlap of benefits Is socially undesirable.

If it Is contended that an "administrative" change is needed to pay for the
0th month, it can be argued later it ought to be made to pay for the 5th month,
the 4th month, and so on.

If the waiting period has been served, and the 7th month of disability has
transpired, no one objects to prompt payment. Also, if there is any part of a
fractional month of disability that Is Ignored, some way should be found to run
the 6 months from the commencement date of disability. Private Insurers do
that., Otherwise, we suggest the law should stay as It now Is.

Not thoroughly con sidered.-The Foranil bill, the King-Anderson bill, and the
other bills on "medicare" resulted in much Consideration of the pros and cons
in countless conferences, TV debates, and in the Halls of Congress, and Indeed
in several presidential campaigns. There has not boon time or the opportunity
to carefully consider these disability amendments, It is believed this Is true
of those advocating them and of those who pre critical of them. Certainly, the
public has had no chance to consider suc4 amendments, and we have not here-
tofore had any opportunity to discuss such amefilments with Members of the
Congress or with the Departmentiof Health, EdAucation, and Welfare.
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-fR00 WMEINDATION,

;n view of the f6regoiug, we slncergiY xUd strongly recoinQnd that 0e aboyp-
;juentloned amendments contaiped iin e4tiQU 8 og U.. OO5b deleted (or
.altered in some wwy as suggested tofsolve anY re# nale administratiye prob-
leni) without changing the basic nature of the benefit.

Respectfully,

:STATEMENT OF'TxiE AVn.atoAu C t0OP or IRAllOOY StDMITrED BY WA&LAo.-D.
fl3cD Alf 4L j;M.D. '1 iiDlt

The members of the American, Oollege of Rad1ology appreciate the'opportunity
.offered by the Sen.4t Finance committee to supportprovisions for payment:for
physician services In th6 field of radiology and three other specialties Inthe
voluntary medical care insurance section of H.R. 6676, title XVIII,.part Bi how
-pending before the committee. ' -

The members of tbe AMericanf College 6f Radiology, favor retention 'of the
language in H.R. 6675 and at* opposed to any amendment of the bill which would
define their professional services as hospital services ruider title XVIII, part A,

-or provide for compensation for physiclai services through hospitals or otherlnstltutlonf " .. " '
This statement will be confined to-ths important matter.
The members of the Amerlcani College of Radiology are 6,200 doctors of medi-

-cine, viore than 90 pereent Of those who special in radiology in the United
States, "ind also the 1,400 pbYhicIans CUrrently In training In this specialty.

'The opnilons expressed in thiRl'statement ate based upon actions bf college
deliberatiVe bodies.

The practice of radiology is the practle of medicine ani Is so recognizediby all
medical associations, within Government medical services, by courts'and Other
agencies of Govefntment. Radiologists have cOmpleted a 4-year course In medicalS'cliool, a yearof intertishlp, a training program in the medical uses of X.rays and
radioactive materials of from 8 to 4 years, and have passed an examination by
.a special certifying board 1i the field of radiology.

In medical uses of radition,' A physician must In each instance decide whether
the possible gain 1fom exposing- thbe particular patient outweighs the hazard of
use. Only a doctor can evaluate Whbt: is a sufficient medical return to the
patient for the radiation expended. This Is a medical deeisfon, not administra-
tive. Such. decisions 'should' Iot be placed under e6iftrol of hospltals. This
-rofesslonal nature of medical radiology Is recognized in the educational pro-
graminig of the USPHS. The definition of radiology as a hospital service In a
Federal law would Inhibit efforto of the profession and the Government 'to
Improve medical uses of radiat1n" by physielans,

Ten'to fifteen percent of the practice of radl01ogists Involves the treatment of
various diseaseS, chiefly cancers. , Approxiinately 70 percent of all patients
developing canpor are treated with radiation by radiologists. In treating with
-radiation, adequate equipment is desirable and necessary but the apparatus is
'far less Important than the competence of the physician using IL, The radiolo-
gist must'decide whether, how and when totreat each individual patient. The
patient's age, sex, physical condition, psycholo;ic state, family situation and the
like, itlhave a bearing on medical decisions that must be made, This is the art
of medicine, and'it has a tremendous influence on whether and how a patient
reacts to treatment.

The report of the President's ColAmission on- Heart 'Disease, Cancer and
*Stroke repeatedly recognizes the vitalrole of radiologists In the treatment of
cancer, and the necessity of increasing the number'of trained radiotherapists.
The report says in part, "With properly trained radiationt theritplsts available,
improvement in most of the-cure rates would be immediately p"ssIble for those
patients with lesions suitable for such treatment."

Eighty-five to ninety percent'of radiologic practice i the diagnosis of human
illnesses. At least one-fourth of all Important decisions In medical practice are
based upon the Interpretation of radiologle examinations. With X-rays and
radioactive Isotopes, radiologists are now examining every systeni0t the himan
body. In performing physical eiaminations of patients by using X-rays, we
personally do all fluoroscopy, interpret every film made, dictate a report on every
examination, consult with other physicians, and ninny of us inject the drugs
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used in complex procedures and wait with patients to handle adverse reactions.
In both diagnosis and treatment, the physician's service needs to be individ.

ualized for the particular patient, and the medical decisions of the doctor should
not be placed under the administrative control of a nonphysical administrator,
or board of trust.es. Adoption of amendment 79 would establish such adminls.
trative control.

Radiologists also occupy a vital position in radiation safety and protection, a
field which involves the future of the human race. Better and safer uses of
radiation in medicine, agriculture, astrophysics, biophysics, commerce, and in
the military require radiologic guidance. Radiologists have supplied leadership
in radiation protection in the United States and internationally for more than
40 years. These services are provided by men, not machines. The total invest.
ment in radiologic installations is all but valueless without the radiologists who
must interpret the data produced by the installations. The machines and X-ray
films are merely tools, and the technologic personnel are helpers of the medical
radiologists.

As physicians, radiologists practice in many settings to make their services
available to all types of patients. Many operate private offices. Some have pri.
vate offices and also practice in one or more hospital radiology departments.
Some are in clinic practice and others are teachers in medical schools. All regard
themselves as physicians and regard their services to patients as medical serve.
ices. These services are the same, regardless of the site.

The entire medical professional realizes that to define the radiologist's pro-
fessional service as a hospital service would impair his performance as a practi.
tioner of medicine, Just as the services of the general practitioner, internist or
surgeon would suffer if his services were so defined. Radiologists are human
beings. For high morale and best performance, they must be able to work with
dignity, be on a par with other doctors and enjoy professional freedom.

Some of the reasons not to define a physician's practice in radiology as a hos.
pital service are as follows:

1. A radiologist, or any other physician, performs best under circumstances
which permit freedom from administrative interference in the service he per-
forms for the individual patient. The members of the American College of
Radiology are convinced that the forced placement of their professional services
under hospital control as proposed in amendment 70 would result in domination
of their specialty by hospitals. This, they feel, would be contrary to the public
interest, and the Interests of individual patients, the sick persons who are the
primary concern of all doctors.
2. Radiologists know that the difficult task of recruiting bright young doctors

Into radiology in the face of the appeal of other medical specialties has been
made harder because of the continuing, unrest between radiologists and hos-
pitals, and because of the threat of being segregated from medical practice by
definition as a hospital service under a Federal law.

Current recruitment for radiology returns an increase of some 5 percent
yearly over deaths, including foreign physicians who often return to their own
countries. At the same time, the uses of radiology in the diagnosis and treat-
ment of diseases has increased more 1han 12 percent annually for many years
The increasing complexities of new procedures, such as intricate heart examina-
tions, makes the actual Increase in the radiologist's time expended closer to
20 percent. In 1903, only three out of four openings in radiology training pro-
grams for physicians were filled. The percentages In the surgical specialties
and internal medicine were much higher, while programs In pathology and anes-
thesiology also went relatively unfilled. In 1058 there were, 1,389 physicians in
radiology residency training programs, and in March 1964, there were only
1,395. During this same period of time, the volume of radiologie examinations
in hospitals increased 72 percent,

Radiologists believe that this is a clear indication of the impossible recruiting
task they will face If amendment 79 is adopted. We will not be able to attract
men into a specialty defined as a hospital service.

8. Radiology services are covered In most Blue Shield plans (65 out of 71 in
1063) along with services of other physicians. This has assisted patients In
financing health care and has not disrupted medical practice or hospital
administration.

,Radiologists would have preferred to have the total payment for their services
placed in the voluntary Insurance portion of u.B. 0075, and then to reimburse
hospitals for space, supplies, personnel furnished, etc. We believe that this
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would provide maximum physician control over the service rendered to each
patient. We recognize, however, thut the House of Representatives In adopting

.R. 6675 believed that such treatment of our specialty would differentiate it
from surgery, general practice and other branches of medicine. In HR, 0675
the hospital directly collects Its costs for the operating room, the hospital bed,
the radiology department, and drugs provided to patients served by surgeons,
generalists, radiologists, etc. The House of Representatives decided to treat
all physicians' services alike and all hospital costs alike. jWe accept this equal
treatment under the law and oppose the discriminatory treatment explicit in
amendment 79.

In 1905 medical practice is highly Interdependent. af radiology is down-
graded by definition as a hospital service, medical care available to all patients
in all branches of medicine will suffer.

4. We are basically interested only In high level radiology services for patients
now and In the future. We cannot now provide such under hospital domination,
and we cannot recruit bright young doctors to provide such in the future if we
are excepted from the practice of medicine under a Federal law. In the practice
of radiology there Is in each Instance a patient and in each instance a radiologist
who, as a physician, is directing his best efforts toward nothing but the diag-
nosis, or treatment, of that individual patient. This Is the relationship we wish
to have with patients over 65 under H.R. 6675; we do not wish to face them as
hospital employees with conflicting responsibilities to hospital corporations. INVe
are anxious to work with hospitals, Government, and Insurerb to provide the
best possible medical care to patients at a reasonable cost within the terms of
the law that is passed. We are ready to so cooperate now, or at any time In
the future. We ask only that we be allowed to do this as doctors of medicine
under the same terms as the Congress provides other physicians under the same
law.

EXTEND TO THE DISABLED BENEFIOIAItIE8 TIE SAME hEALT11 CARE PRlOVIDED TO
TIE AGED IN II.R. 6675, STATEMENT OF REPRESENTATIVE CARL I). PIRt(INs Or
KENTUOKY

Mr. Chairman, I appreciate the opportunity to appear before this committee to
express my hope for favorable consideration of the bill, 11.R. 6675, which would
provide a broad program of health care for all people In the country when they
reach their 65th birthday.

My purpose in appearing before you today, however, is not to conunent in detail
on the merits of the legislation passed by the House, but rather to urge that the
benefits contained in the House bill be extended also to those disabled persons
who are now drawing social security benefits and those who will qualify in the
future. The report of the advisory council on social security, which appeared in
January of this year, made such a recommendation as one of its proposals for the
logical improvements at this time of our existing social security structure. This
council made up of 12 outstanding authorities representing labor, the insurance
industry, the medical profession, Industry, public welfare, and experts in the
university world, concluded:

"flospital expenses are a serious problem for the totally disabled too. Like
the aged, they too are hospitalized frequently and in many cases their hospital
stays are long. According to a survey of workers found disabled under the social
security disability provisions (conducted by the Social Security Administration
in 1960), about one out of five disability beneficiaries under social security
received care in short-stay hospitals in the survey year; and, excluding hospital-
izations in long-term institutions, half of those hospitalized were in the hospital
for 3 weeks or more."

For this reason recommendation number II of the report reads, in its first
sentence, "The council proposes hospital insurance protection for those 65 or
over and for disabled social security beneficiaries."

Mr. Chairman, I am aware of the fact that most previous proposals for health
insurance for the aged have not included the disabled but it has always seemed
to me to be a major oversight of these proposals. It is hard for me to understand
how we can exclude from the program the relatively small group of people who
have been adjudged by the Social Security Administration to be so seriously
handicapped that their Infirmities entitle them to benefits because they are unable
to work. As we know. the definition for determining disability is a very strict
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one--too strict I have always beloved. But the fact remains that, because ot"
the:strletness of that definition an :extension at this time'of the medical care.
provided In -this bill, to the some 91O0,000 disabled workers now drawing benefits.
would' seem to be a relatively small but highly important addition to thQ
legislation.,

It is hard for me to understand why those victims of a severely crippling accl-
dent or illness, arising out of circumstances beyond teir control, luvo been so
Often overlooked In our consideration of social: security legislation through th6-
years. One.of my first concerns, when I came to the Congress in 1949, was to.
extend the protection provided by the cash benefits program to these people. I
Introduced a bill into the Congress to accomplish this purpose Into that, and sub.
sequent Congresses. But not until 7 years later, In the 196 amendments, were
we able to prevail In that area. Now that we are reaching the final weeks of
consideration of another very Important broad step forward in the structure of
our social security system-the addition of a health Insurance program for the
aged-.--I would hope that the disabled will not again be overlooked. I urge this
committee; in Its wisdom, to make this reasonable addition to the bill when they
report it to the Senate,

STATEMENT TO THE SENATE FINANCE CoMMrrTEE BY THE N'ESIDENT OF TurE
MEDICAL SOCIETY OF TIIE DisTora OF COLUMBIA

The Medical Society of the District of Columbia believes that House bill 6075
is a progressive step In the field of health care. The executive committee and!
a special committee of our medical society have evaluated H.R. 0675 In con.
siderable detail. Being practicing physicians, we are not accustomed to legs.
lative language; nevertheless we believe that any Federal legislation in the.
health field should have the following goals:

First, simplicity of legislation so as to provide ease of administration.
Second, provision for as adequate a program of medical, hospital, and

related health services as is feasible.
Third, a minimum of interference by any "third party," especially a,

Federal agency of large dimensions, between patient and physician.
With these in mind this medical society has officially endorsed, as long ago-

as last November, a Federal program for those over 6.5 years of age based on
a proven Federal Government program-the Federal Employees Health Bene.
fits program. This program has been In operation for 5 years and covers not
only Federal employees but also Federal retirees, roughly 6 million people. .

In comparing this program with the proposed bill, the following points seem,
important:

The FEHII plan Is more simple in administration than H.R. 6675., Ex-
perlenced administrative agencies are already functioning.

It has proved to be adequate "benefitwise," and when supplemented by
an implemented Kerr-Mills law would cover practically all possible needs.

.of health care.
It In no way interferes with the patient-physician relationship, and leaves

such controls of medical practice as are necessary in the hands of an
experienced and proven system already In operation.

Physicians, hospital administrators, and others in the health field are
acquainted with the FEHB program-Its benefits, limitations, and opera-
tions.

Such a program would act as a buffer between the Members of Congress
and their patient constituents.

It ts therefore the recommendation of the Medical Society of the District of
Columbia that the Senate Finance Committee give consideration to the use
of an FEHB type of program for both hospitalization and physicians' services.
It is further recommended that provision be Incorporated In the bill for pay-
ment of fees to be made in part or In full, depending upon the Income status of
each Individual: the latter to be determined by a simple declaration or an
income tax duplicate.

IPAUL It. WILNNZ, M.D., Preeldent.
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MANOHESTER MEDICAL SOCIETY, -

Riohinon4, Va., Mayi 8, 1966,

Senator HARRY FLOOD BYD,.
u.8. Senate,'Washington, D-..

)EAR SENATOR BYRD: The members of our society votdd unanimously at its

meeting May 4, 196,5 to oppose attempts by Congress to classify or cover .any

portion of physician, services as hospital services under $1., and tO Oppose
amendment of It.R. 6676.

Hospitals, their administrators, and governing; boards are not prepared to

practice medicine or 0 farnih medical servces; are iot licensed to practice

medicine; and Virginia's laws prohibit the practice of medicine by hospitals.

Where hospitals are employing physicians so that the hospital controls and

furnishes the services of physicians in radiology, pathology, and anesthesiology,

the quality of medical care resulting Is often inferior; and attempts by physi-

cians to raise the quality of medical care in these hospitals are seldom

successful. I .. "

Sincerely, J. RUssELL OOD, M.D., Seorotary

STATKO' ILLINOIS,
DEPARTMENT OF PUBLIO.HEALTH,

Springfield, May 7, 19066.,

Hon. HARRY FLOOD BYxD,
U.S. Senate,
Wahington, D.O.

DEAR SENATOR BYRD: With appreciation to Senator Douglas upon whose rem

quest 1 was Invited to make written recommendations for your Committee on

Finance, the following Is'suggested:
Since title XIX makes It possible for medical care elements of H.R. 6675 to

be separately administered, it Is recommended thatthe legislation be modified

in order to facilitate assignment of responsibility to State health departments

working in cooperation wlth the State Welfare agency. The principle of medi.

cal care administration in a health agency will increase the, benefits to the

patient and insure interdepartmental cooperation in tax.supported medical core

programs.
Yours sincerely, F D. Yeas, MD.,

Dimretor of Public HooUh.

SOCIAL SEouRITY AMENDMENTS or 1065 (H.R. 6075)-A STATEMENT BY TIlE

NATIONAL CONFERENCE OF STATE SOCIAL SECURITY ADMINISTRATOR, SUBMITTED

BY MIss EDNA M. REEVES, CHAIRMAN, LEoISLATIVE COMMITTEE, MONT6QUEu1Y,

ALA.

Under section 218(e (5) of the Social Security Act, relating to coverage

of employees of State and local governments under social security, the Individual

States are allowed the option of electing to exclude services performed by stu-

dents, including student Interns.
A number of States, with respect to State employees who are interns in State

hospitals and Institutions, and on behalf of local governmental entities, have

elected such an exclusion, In good faith and relying on the good faith of the Fed-

eral Government to honor such an exclusionin the mutual agreements executed

between the States and the Federal Government pursuant to section 218 of the

Social Security Act.
It is our understanding that the provilsi oh f -section 311(a) (4) of ILM.. :0675

could have the effect of nullifying the exclusion of student intern services already

obtained by the States and their political subdivisions pursuant to section

218(c) (5) of the Social Security Act.
We believe this to be an oversight; and if not, then a grave injustice is being

Imposed on State and local governmental entities; and it is further believed

that the Congress desires to honor the provisions of agreements previously

entered into between the States and the Federal Government. Therefore, we

respectfully request that the following sentence or similar language be added

to section 311(c) of H.R. 0075:
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uNotwithstanding the provisions of paragraph (4) of subsection (a), where
services of interns have been excluded from coverage under title II pursuant to
section 218 (c) (5) of the Social Security Act under agreements, or modifications
thereof, entered into between the Secretary and the States pursuant to section
218 of the Social Security Act prior to July 1, 1905, such services shall continue
to be excluded unless coverage is extended pursuant to section 218(c) (4) of the
Social Security AcL'

We wish to emphasize the intent of this request is strictly to retain the ex.
clusion of services previously excluded and in no way relates to the overalI
intent of section 811 of the bill to cover services of doctors of medicine and in
terns generally, on which subject we have not taken position.

OHIo Soo'Ty or ANESTHESIOLOGISTS, INO.,
Garfield Heights, Ohio, May 6, 1965.

Hon. HARRY F. BYRD,
Chairman, Senate Financo Committee,
U.S. Senate, Washingtonp. D.C.

DEAR SENATOR BYRD: As president of the Ohio Society of Anesthesiologists, I
write to solicit your committee's support in treating anesthesiology in the same
manner as other medical services in the so-called medicare legislation, H.R. 6075,
which is now pending before the Senate and under consideration by your com.
mittee.

I am also director of the department of anesthesiology at Marymount Hos.pital,
in Cleveland, Ohio. I am in charge of a residency training program in this spe-
cialty and I practice independently. In other words, I am in the private practice
of anesthesiology.

I have been quite active in the past decade in various official positions with the
Ohio Society of Anesthesiologists, and have watched it grow from a neophyte,
with a few members, to 20 times its original membership. It has been Quite a
struggle over the years for us to be able to not only, encourage our members, but
also our opponents that we should practice independently. At the present time,
97 percent of our membership are in private practice. Due to the fact that we
have encouraged the private practice of our speciality, we have been able to in.
fluence many of the younger physicians to enter our specialty.

The committee must realize that by this mode of practice, a patient-physician
relation develops to the point that many times patients will request the services
of a specific anesthesiologist. This is evidence that we develop a practice in the
same manner as our colleagues in medicine.

Most insurance carriers have recognized this fact and have made allowances
for anesthesiologists' services in medical service contracts.

For the above-mentioned reasons, anesthesiology must not be included in the
bill as a hospital service. To do so, would result in a regresion in the future of
our specialty.

Respectfully submitted.
NIOHOLAS G. l)zPIERo, M.D.,

President.

THE WEST VIRGINIA RADIOLOIOAL SIooTY,
May 8, 1965.

Senator HARRY BYRD,
Cfhairmat, Senate Finance Committee,
U.S. Senate Offlco Building Washington, D.C.

DEAR SENAT01 BYRD: The services of pathologists, radiologists, physiatrists,
and anesthesiologists are professional medical services performed by physicians.
The fact that their practice is largely in the hospital is incidental. These are
not hospital servics, and they do not belong in a program designed solely to offer
hospital benefits.

As it stands, H.R. 6605 excludes from inpatient hospital services the services
of pathologists, radiologists, physiatrists, and anesthesiologists. In any bill
which is considered by the Senate, it is strongly urged that section 1861, subsec-
tion (B), page 63, be retained without modification.Approval of H.R. 6075 as now written would tend to lower the cost of medical
cnre. Over the past 25 years, hospital costs have increased 405 percent, while
physicians' fees have gone up only 100 percent compared to an overall increase
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In the cost of living of 115 percent. If physicians' fees in the four specialties
cited above are stated separately from hospital charges, the cost of these services
to patients will be reduced and hospitals will not be able to Justify profits they
are now realizing, particularly in pathology and radiology, if their charges are
stated separately from the physician's fee. Combining the hospital charge with
the doctor's fee as would be required if the Douglas amendment was approved,
would obscure and hide the hospital profit In these departments.
Any measure which taxes the sick to subsidize other patients or functions of a

hospital operation without the patient's full knowledge is unjust.
I would hope that the above comments Indicate to you why no physician's

services should be encompassed by the proposed "medicare" bill. There are many
additional reasons which cannot be incorporated In this communication with
which you are probably already familiar.
In the est interest of continued high-quality patient care and in all justice to

those assuming responsibility of patients' hospital bills, we respectfully urge
that no measure even remotely resembling H.R. 6665 be enacted into law which
includes any physician's services.

Respectfully yours,
JosEPHx L. CunRY, M.D., President.

MAINE MEDICAL CENTER,
Portland, Maine, May 5,1965.

Senator HARRY F. BYRD,
U.. scnaitC,11ash ington., D.C.

DEAR S'NATOR BYRD: We, the undersigned, respectfully and urgently request
your support with regard to H.R. 6075.

Efforts are being made to change this bill, as passed by the House of Repre-
sentatives, so as to Include within Its section 1 the services of physicians who
specialize In radiology, pathology, anesthesiology, and physical medicine.

We feel that it is not the him of the proponents of this legislation to interfere
with tMe practice of medicine Insofar as the -iatient-doctor relationship Is con-
cerned. Physicians In 'these specialties are an Integral part of the pratice of
medicine in the same category as are those physicians who praietice surgery,
Internal medicine, or any other designated field of medicine.

The inclusion of the services of these or any other physicians under a hospital
care program would have an undesiable effect upon the present and future
availability of these vital specialists. If beneficiaries of H.R. 6075 were to be
concentrated In hospital departments, there would result a poor overall usage
of existing office facilities and a tremendous overload on hospital departments
of radiology, pathology, etc. Such an inclusion would also Increase the antici-
pated costa of providing these medical services by an overwhelming amount.

Most Importantly, the overall Implifattons of including the 1.ervices of these
physicians under a hospital care program would be to unwIsely restrict the free-
dom of choice of both patients and physicians in utilizing the necessary services
of these four specialty groups.

Despite all the facilities and superstructure of modern medical care, there is
no substitute for the aggressive Independence and sense of responsibility, which
a good doctor must have In order to place the best interests of his patient ahead
of any other consideration.

Yours sincerely,
Johx F. GInnoNs, M.D.
IRVING L. SELVAGE, M.D.
CHARLES W. CAPRON, M.D.
ROBERT A. IIEAROH, M.D.

PLEASANT HILL, CALIF., Mtay 5, 1065.
Senator HARRY BYRD,
('Ihirman., Senate Finatco Commit tee,
Senate 001cc B0ilding, Washington, D.C.

DEAR SENATOR BYRD: I would like to compliment Vou on your decision to hold
public hearings on the Mills bill. Since no public hearings were held In the House
these hearings now in the Senate Finance Committee stand as further evidence
of the openmindedness of Its chairman.

47-140-65-pt. 2-----41
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I would like to register my opposition to the Mills bill. Since I have bern
speaking frequently to interested groups In this area abdut medicare, I had my
arguments lrInted and I Am' enclosing a copy of the same'for yotir perusal and
consideration at this time. The most pertinent arguments begin on page 5.

I would also like to register my opposition to compulsory inclusion of physcia
into the social security as is provided for in H.R. 6075. I feel I could invest my
own money more wisely and retain better control than under the social security
system.

Thank you for , our consideration of these views.Sincery, JonN P. TOTH, M.D.

MEDICAL CARE FOR THE AOED

.. .. ... (By John Toth, M.D.)

The entire concept of medical care for the aged has been lost In a sea of emo
tional confusion. Anyone who Is against governmental compulsory aid to the
aged Is automatically equated as being against the old folks themselves. You
may have seen the postcards circulated by COPE the last time medicare came b
fore the legislature (spring 1064), showing an old woman bent over, with a can
In her hand and a pleading look on her face, the caption reading "Do not for.
sake me in my old age." I'd like today to paint a picture of medical care for
the aged in its true perspective. I will attempt to show the true scope of the
problem. the available existing solutions to the problem, and the new proposed
solutions to the problems. These proposed solutions are many, but I will con.
centrate on medicare and eldercare.

THE SCOPE OF THE PROBLEM

An estimated 18 million Americans are over the age of 6-5W Many Government
sources would have you believe that the great majority are practically destitute
and although able to meet most of their daily needs, must have some financial
assistance now to help finance a medical emergency. Let's look at the statistics a
little more critically:

Percent o)
over 65 in

Income range: that range'
Over 6.000 ---------------------------------------------- 25.3
5 to 0.000 ----------------------------------------------- 7.9
4 to 5.000 ----------------------------------------------- 8.9
8 to 4.000 ----------------------------------------------- 12.8
Under 3,000 --------------------------------------------- 4.1

Average net worth: ' Age group
30.718 ---------------------------------- 65 and over.
25,459 ---------------------------------------------- 45 to 6L
19,442 ----------------------------------- 35 to 44

Over 65 health care expenee8 and how paz(d"
.. II ° 70 Sel

0 -91% ........... ("Ifva

Private Insurance

20 ........................ Kerr.Millis plan

X2% ..... County hospital
.......... Unpaid

True enough, the average income of persons over 05 is less than the average
income of persons at the peak of their productive careers, but neither does the
older man have the expenses of the younger man-his home is usually paid for
(80 percent own their own home," 70 percent of these are mortgage free), his
children have been raised and educated, and he has only to provide for his daily
needs, recreation, and possibly medical insurance. So comparing his income/ex.
pense ratio you will probably find him much better off than looking at his income
alone would Indicate.

For reference figures, see bibliography at end of article on page 1169.
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AVAILABLE" SOLUTIONS

Referring to (X) above under heaIlt4 care expenses, you will note that it is
this element of the older folks' problem to which an emotionalappeal Is made
for legislation. (Note later that the proposed medicare would nonetheless in.
elude all of the older folks, even those who have proven their ability to provide

.for themselves.) So let's approach this problem from the standpoint of a person
over 65 who actually has tried his best to save and care for himself, but due to
unforeseen and uncontrollable events finds himself without funds and in need
of medical care. This is the person, to whom our sympathies are extended.
Where can he go for help?

(1) Doctor's private office: According to figures on page 76 of the March
1905 issue of "Physician's Management" magazine, American private physicians
forgive $760 million in fees annually. In addition, many free samples of medi-
cation are dispensed that have been made available by drug salesmen.

(2) Private Insurance: If this person has insurance either through his own
efforts or through his previous employer or union, this will help to defray medical
expenses. National statistics show that about 60 percent of persons over 65
are covered by health and accident insurance. In addition, the "Western 65"
plans are gaining wide acceptance, where lower rates are offered to older people,
which is made possible by many large insurance companies pooling the risk.

(3) County hospitals These are usually run as charity hospitals, or provide a
a means test with an escalating percentage being paid by the patient, depending
on his income. I am now goingto speak In favor of a tax-supported county hos-
pital, and later I will denounce any medical care supported by a compulsory
Federal tax and run by the Federal Government. I'd like to show that this Is
not as contradictory as it would at first seem.

(a) In a federally controlled tax-supported medical care system, only
the elderly recipients would benefit, whereas on a county hospital basis, the
entire community benefits:

(I) County hospitals provide training for young doctors, and as such
attract young doctors to the communities supporting the county hospital.
* (ii) Frequently the county hospitals, being large and being training

centers, have equipment that is considered experimental, such as the
heart-lung machine, the artificial kidney, etc., that are rare and life-
saving, and these otherwise might not be available to residents of the
community who might suddenly need them.

(b) A federally controlled compulsory tax medical care system can be
expanded into socialized medicine throughout the country. This Is not so
on a county, or even a State, level.

(o) A county hospital can be closed down or at least revised by the
county board of supervisors, if its funds are mismanaged. No such restric-
tions are possible in a compulsory Federal situation such as medicare.

These are the basic means of caring for indigent and near indigent patients that
have stood the test of time. Under the above systems, Federal intervention has
been successfully restrained for over 30 years, because under this system not one
individual in the entire United States could be found who was actually In need
of medical care and could not get it. But the pressure for Federal "help" kept
mounting until finally the Kerr-Mills bill was passed In 1960.

(4) County-State medical care system-Kerr-Mills: MAA (medical aid to the
aged) : This Is a system of medical care supported by State, county, and Federal
funds on a matching basis, and administered by the State and county, usually
through the State welfare departments and the county hospital systems. Under
this plan, a person may have up to $1.200 in cash ($2,400 per couple) and $5,000
real property, and an Income which does not much exceed his cost of living to
qualify for complete medical care. He must pay the first 80 days of hospital
or nursing home care in California, but otherwise all diagntrntic tests, medica-
tions, doctors' fees, hospital fees, and operations are covered completely at no.
further cost to the patient. Repeal of this 30-day limit is now under considera-
tion by the California Legislature.6

(5) Federal programs-IMedicare: This bill has not yet been completely drawn.
up, but it is expected to follow the same general plan as the Gore omndilmient
to the social security bill which was passed in the Senate in the fall of 1064.
Almost every politically knowledgeable reporter predicts that passage of such a
miedleare bill Is almost politically Inevitable this year.



1166- SOCIAL SEURIY

This Is a system of medical care for the elderly supported by a compulsory
Federal tax on all employees, either as an increase in sociar security taxes or as
a separate payroll taX. This plah would provide:."

(a) Limited hospital care:
(1) Up to 45 days in hospital if patient pays nothing.
(ii) Up to 90 days in hospital if you pay $14 per day for first 9 days
(iii) Up to 180 days in' hospital after a deduction of 2% times the

av6rdge cost of 1 day's stay in the hospital
Specifically excluded are medical or surgical services provided by a physician,

resident, or intern except in, the fields of radiology, pathology, psychiatry, Or
anesthesia.

from 'a hospital and then is allowable only in a hospital-affiliated nursing
(b) Limited nursing home care: A maximum of 60 days after discharge

from a hospital and then is allowable only in a hospital-affiliated nursing
home, of which there are only 1,600 in the entire country (out of 25,000
nursing homes).'

(o) Limited outpatient diagnostic tests: Tests will be covered during
any 80-day period after Sn initial $20.

(d) Home health services by a visiting nurse for a maximum of 240
visits per calendar year.

Even though this program cannot compare with the advantages of Kerr-Mills, it
is still being pushed hard in the LegislatUre thi, y.ar. The only possible ex-
planation is the desire df Federal bureaucrats to control the p program and ulti.
mately to expand it to engulf the entire Nation in socialized medicine. I
can think of no advantages to this program, but many disadvantages are
evident:

(a) It is open to abuse. The system is being sold on the basis of the
needy elderly. Why then should all persons over 65, even the wealthy,
come under Ito provisions Just because they are 657 This is unjust to the
younger worker already heavily overburdened by taxes.

(b) It could easily be expanded by fiat to include other groups, such as
widows, orphans, unwed mothers, underprivileged, etc., all with the same
kind of logic (if some need it, give it to them all). Then, as the costs rise
for each expansion, the wage earner being taxed $10, $15, or $20 per month
would become impatient and want some benefits now, and eventually he
and all of us will be included, and socialized medicine will have arrived.

(c) It is not insurance. No contract is given to the taxpayer, and the
benefits are not guaranteed. Both the costs and the benefits may be
changed by fiat. The fiscal solidarity iS not governed by Insurance laws.
The money collected is redistributed, not invested as with an insurance
company.

(d) Its costs have b~en grossly underestimated. Estimates of the cost
for the first year alone range from $1.7 billion to $4 billion, and it would
still provide less than 25 percent of the costs of medical care for the aged.
Dr. Barkev Sanders, medical and welfare statistician for the Government
for 30 years, reported in Nation's Business that the costs of the first year
alone would be at least three and probably four times the presently esti-
mated costs."1 Since a doctor must certify when hospitalization was neces-
sary, it is entirely possible that "overutilization by the doctors" would be
the explanation given for the high costs. U.S. News & World Report stated
that if the United States instituted a program of medical care such as
exists in Canada now, the cost would be $62 billion per year, or about two-
thirds of the present Federal budget.12

(e) It would subvert the existing voluntary health insurance plans.
Over 00 percent of the elderly are now covered by some health insurance."

() If this does lead to socialized medicine, the development of new
drugs would be severely hampered. About 90 percent of all the drugs I
prescribe today have been developed in the past 10-15 years, often at
great expense to the companies. Pfizer spent $63 million develoying term-
mycin about 10-15 years ago, and this drug is continuing to save thousands
of lives. All existing government-run programs (VA, MAA, county sys-
tems, and military service) have established a formulary of standard
drugs. Instead of buying five or six tetracycline drugs, for instance, they
would settle on one afid buy it In carload quantity to save money, and
this drug only would get into the formulary.
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What drug company could possibly afford to spend such a large sum of

money, If the Government has the only market, and might keep it off the
formulary of approved drugs?

WHY ARE DOCTORS AGAINST MEDIOARM7

Once Federal Government control of a compulsory tax-supported medical care
program is established, it will unquestionably be expanded as explained above.
The proponents of medicare: have stated this openly. Since the Government
cannot supply taxpayers with medical care-only- doctors can do that-the
Government must control the. doctors to fulfill its contract. This means that
doctors will either be under the direct control of the Government or that doc-
tors would be able to seek payment for their services from only one source-
the Federal Government, and the Government could pay doctors whatever It
wished. This has already occurred in all the other countries .which have so-
cialized medicine. What union leader or Government official would openly ad-
vocate that the Teamsters be paid only by the Government at a salary or wages
determined by the Government? Yet this is what these same union leaders and
Government officials demand of doctors when they call for legislation such as
medicare. They are saying, in effect, that it is just and proper for semiskilled
labor to bargain for their wages, but that the doctors who have. a much more
difficult, responsible, and exacting job, do not have the right :to bargain for
their wages on the open market. In April 1065, you will see probably 23,000
British doctors quit the British health plan and reenter private practice.
Where does this leave the people who paid the taxes for this care that the
Government now cannot deliver? The bigger question is, Why was the Gov-
ernment given this power In the first place?

The second reason doctors are against medicare 1s that the doctor Is placed
in a position of conflict-he is appointed unwillingly as guardian to the
Treasury to ration's the scheme's benefits. On the one hand he must trust
each patient to tell the truth about his ailments, but on the other hand must
also mistrust and suspect each patient if he is to protect the solvency of the
scheme.
(6) Federal programs--Eldercare: No Federal program is really necessary,

but if a program must be passed let us pass one that will have as few disad-
vantages as possible. The eldercare program was promulgated by the AMA
In response to the Federal medicare program, and is intended to replace it, not
postpone it. Under this program, the existing State-Federal funds presently
allowed under Kerr-Mills could be used to subsidize health insurance plans for
low-income persons over 65 (Herlong-Curtis bill).' The program would be
administered by the State health departments, not by the welfare depart-
ments. Premiums would be subsidized on an ability to pay basis.

Its relative advantages are these: ,
(a) It would operate on an insurance principle, where money paid to

the insurance companies is Invested, and the products of this investment
will help to defray the costs of the program;

(b) Recipients would get an insurance contract which would guarantee
qnd spell out their benefits;

(o) Would be cheaper because:
(I) It would utilize existing personnel and equipment in the health

insurance industry,
(1i) Taxes would be used only for the needy;

(d) Fiscal solvency would be assured, as this would be subject to insur-
ance laws;

(e) It would not be compulsory; and
(f) It would probably be much more difficult to expand into a sKvstem of

total socialized medicine than medicare, unless these taxes come from
social security or payroll taxes or are especially denoted as being for
medical care for the aged, thus enabling the taxpayer to see Just how much
he's paying for this. (See Disadvantages to medicare (b).)

PIILOSOPIU CONCEPTS

Over the years various forms of medical assistance have arisen and others
will unquestionably arise in the future. I would like to leave with you some
basic philosophic concepts which may help to guide your thinking along clear
logical lines, not only for the present, but also for the future.
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CONCEPT OF CHARITY

Charity is held high as a Judeo-Christian virtue. For a man voluntarily to
give $10 a month to his favorite needy organization is a laudable thing. For
the Government to take $10 from him against his will and give it to the same
organization is detestible. The philosophic point here is this: The right of
charity resides with the givers of charity, not with the receivers. If the
recipients of charity have the right to receive It, then those providing the charity
are obligated to give it to them, and it is no longer charity. So if the older folks'
need for charity or for medical care becomes a right to charity or medical care,
how did they get thqt righr? And why Just the older folks, etc.? In our con.
corn over being charitable to those that need it, let's not ignore the Just concern
of, those providing the charity.

CONCEPT OF TAXING AL FOR THIE BENEFIT OF A FEW

That this really means Is this:
(a) That the Government can take $5 from you and $5 from me, and out

of that $10 keep $4 for operating expenses, and contribute more to the total
economy with that $6 than we could have with our $10.

(b) That the V) you were going to give to your old college, and the $5 I
was going to give to my old medical school are not legitimate uses for that
money, that the only legitimate need for that $10 is the health care for
those over 65. Then, of course, the Government will point to our old
colleges, and since the grads cannot support it any longer, the Government
says it needs governmental support and the whole process starts all over
again, each time with a different need in sight.

The philosophic considerations are:
(I) Whose need is really the more important?
(i) Whose right Is it to decide? And by what standards? Where

does it all stop?
The process never stops until we are all entangled in a bureaucracy that does
not allow us to spend our money the way we like because it has taken it all
away on taxation. The only way we can let them get away with this is by
looking at each program independently, and then agreeing to it without
regard to the total picture. It is not the right of Government "to provide
for those who cannot provide for themselves," nor does a need for this
exist. Present-day charities would adequately take care of this provided
the Government doesn't tax away all tho dollars we would otherwise give
for charity.

THE CONCEPT THAT ]EVERYONE HAS A RI0hT TO MEDICAL CARE

Let's examine what this means-does this mean that everyone--or anyone--
has the right to the products of another man's labor? This is exactly what it
means. Who would have this right? To the products of whose labors? Why?
By what standards? Compare the right to medical care to the right to go to a
store and buy a can of peaches. If the Government made It economically un-
feasible for all companies producing canned peached to continue doing so, would
you still have the right to buy a can of peaches. This is not a right, but a
privilege. Ask any refugee from Castro's Cuba about that. I'm trying to say
that to continue to have quality medical care you had best consIder the source
of the medical care; i.e., the doctor.

TIMF CONCEPT OF A MEANS TEST, AND QUALMS ABOUT IT

If a person is destitute and needs care, he will accept charity and he grateful.
He will also accept a means test graciously as a matter of justice. If someone
is trying to get something for nothing, he will fear a means test discovering this
fact. So to whom is a means test degrading?

TnE CONCEPT THAT "I CAN'T AFFORD IT, BUT' I DON'T WANT CIAITY'

There are only two ways In which a man can receive money---either he earns
It or he doesn't. (Please note that insurance ahd inheritance can properly be
classified under earnings-nsurance, because the man by his own effort has
provided for the eventuality which the insurance covers, and Inheritance be-
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cause it was earned by his parents or ancestors and there is no one else to
whom that 11oncy more rightfully belongs.) If he earns the imney, it Is his
by right (in justice) ; If lie does not earn it, only two ways of obtaining it are
J)ssile--elther by charity or by force--from someone else who has earned

. There are no other alternatives. Those who would say that they want to
receive money, or benefits, or services which they have not earned but say they
do not want charity, are actually saying that they want to receive these things
from someone else by force (usually by governmental force; i.e., taxation of
tho se who have earned their money). By what right can anyone hold thisview?

SiwCONCLUSION

Private medicine in tle United States has created the best system of medical
care in the world. It has built doctors of courage and vision who by their
individual efforts have advanced medicine and led the way to better care for
aI the people. This has occurred because doctors are free to pursue their
careers as they know best, not dictated by Federal bureaucrats.

Over the past 30 years the Government has expanded more and more into
control over our individual decisions, and has taxed us heavily to support its
control. Many of these programs are not authorized by the Constitution and
hence are unconstitutional, including medicare in any form.' The ultimate solu-
tion is fcr the people to , and to the Presidency
men who understand anlarfespect the Constitution d will therefore eliminate
all Federal activity 11 lie field of private medicine.

However, for th )resent we can hol off socialized in c4ine If each of you
would write to ,6ur Congressman exprIng your opposite to medicare and
support for tlh elderca r e program. o i day. It's your icalth that's at
stake,and yo i money, and pe'ha- youlife. -

SReader' Digest, Veb uary 1065, " edlcare ,r I tedleal Carf," by Walter udd, M.D.
2U.S. Ce sus Burea. . - -.

s W all S reet Jo ,rnal,
4119 l11 resident's Counel on Agin ( ry of States

Rieade 's Digest, February 1965 di c4 or M cal are," y Walter Ju M.D.
UnivesitI of Michigan Survey arcb center. /
lefer to departme of soil w I e, State of Call ru a.
Assei bly bll 760 10 by Ass ymmT-,!!k Case f BakersId.
M1)1d ., 5 a bo ve. Y m y c C .... | l }d.

"The W'nshington 'ews ja . , ' /
Ibid. 5 above. A so N4atlon' usiness em 064.

' U.S. iews & Worl Report,. 5,106 a'u ibid.. 5 above. t ) \ f ... / j
I R. 727., "The Eldercare Act f 1065c cntrod, 'd bofy IQlong and Curtis.

NOT .- The phtlosojbte 'concepts A e basic Il ibertarlan akd reflect y personal

SATI., tNT TIHE CAT1OLJ[T1 8PITAL ASROCIA ION (1CERNINO tENDMENT OV

The Catholic hospital Association of-the United States an Canada strongly
supports the pouItihqjof the American Hospital Association recommending that
H.R. 667, be am ended, ppropriately wherever necessary 1)rovlde that the cost
of the hospital servlci. oif radiologists, patholovi , anesthesiologists, and
physlatrists are reinbursa I- uuder the basic )lipitidization plan.

The exclusion of the service pr"Sitl Iifi the fild of radiology, pathology,
anesthesiology and i)hyslatry from the benefits of thi hospitalization will penalize
the very group which this legislation is designed to benefit, and will furthermore
eventually affect existing patterns of paymetfor patient care for all who require
hospital care slee it will be impractical for hospitals to provide diagnostic anr.d
,eatment facilities to be reimbursed under two systems of accounting.

The 860 general hospitals and some 300 nursing homes iii the Catholic system.
of health care will be most grateful and appreciative for any efforts that can be
made to Include the above-mentioned specialty services in the proposed legis-
lation.

Respectfully submitted for the Cathiolic Hlospital Association of theo United
States and Canada. V *VY REV. Mso, JAU Es H. FITZPATRICK,

President.
REV. J0rkr J. FLANAGAN, S..,

Executfve Director.
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STATEMENT BY CONGSESSMAN 1). R. (BILLY) MATTIuE\\'8, EWIt'rI[ DIsTMC-r 01

FI.ORtIDA

Mr. Chairman, I appreciate this opportlunity to testify on behalf of uy bi),
II. 7070, a bill to amend the Social Security Act.
This bill Is similar to II.. 21M6W, introduced by the Honorable Claude Pellper, (4

Florida, and it is my understanding that it Is also identical legislation to S. 1127;
which has been introduced by Senator Vance Hartke. It is my umderstandling
that Senator lartke has indicated that lie will offer his bill, S. 1124i, as a!,
amenlment to the House-passed bill, II.R. 6675. I want to associate myseif
with the views of Senator Hartke in this connection.

Mr. Chairman, my bill, IhR. 7070, and the others I have mentioned, if enactol
into law, would be an Important step forward In helping our senior citizen;
throughout this great country to obtain much needed help and care that they
deserve. This bill would permit a widowv who married again to retain her social
security benefits even though her new spouse's benefits would entitle her to lesi
money. There are many aged couples who live together without. benefit of
clergy because they simply cannot afford to lose the widow's cash benelts. \hat
they get now is about $SO a month at most for a widow and ninny of them are
getting the average amount which is only $67.85 monthly.

The passage of this bill would mean that they would Ibe able to obtain $20 to
$30 a mon-h, and the Social Security Administration has advised that the cost
of the change to this system should be negligible. I think this bill is an important
step in easing the very dire circumstances of many older Americans.

Thank you for permitting me this opportunity to present this testimony.

AMERICAN 'MUTUAL INSURANCE ALLIANCE,
Ohicago, Ill., May 7, 1965.

1li. HARRY F. BYR),
(Chairman, Scnatc Finance committee,
U.S. Senate, I ash ingi on, D.C.

)EAR SENATOR BYRD: The American Mutual Insurance Alliance is deeply con-
cerned about the harmful implications of section 303 of Ih.R. 6675, which changes
the definition of disability In the Social Security Act. The alliance represents
more than 100 insurance companies, including some of the Nation's largest writ-
ers of workmen's compensation insurance. Together, they write approximately
25 percent of all such insurance written by private carriers in this country.

I appeal to you on their behalf, and ask that this letter stating their position
be made part of the official testimony. But I also appeal to you out of my own
personal concern for the survival of the State workmen's compensation sysleim.
I have been intimately associated with the system as workmen's compensation
commissioner of the State of Kansas and at the alliance. I have seen firsthand
what the system has accomplished and how it has evolved to keep pace with the
the changing needs of our society. I believe sincerely that workmen's comlpenlsa.
tion should be considered the primary system for compensating Job-related dis-
abilities. It should not be undermined by expansion of the social security dis.
ability program.

The genius of workmen's compensation Is that It gives everyone concerned a
financial Incentive to live up to their humanitarian impulses. Eaiployert have
a financial incentive to maintain safe working conditions and to take steps that
will minimize employee injuries. This incentive is built-in, since the system is
based on the principle that the cost of employee injuries is part of the cost of pro-
duction. Workmen's compensation insurance rates are based oil actual loss ex-
perience, which gives safety easily measured dollars-and-cents value and makes it
part of the competitive, business-enterprise Kystem. Employers also have n
financial incentive to see that injured employees obtain proper medical care and
rehabilitation services. The objective is to restore the disabled to health an(
return him as quickly as possible to gainful employment. The quicker this is
(lone. the less expensive it will be for the employer and employee alike.

The injured employee likewise has an Incentive to get well and return to work
under workmen's compensation. Most States now provide for unlimited medico
services. Including rehallltation, so that lie need not forego treatment for lack
of fulndq. Wage-replacement benefits also are provided, and they are flexible
so that the worker who returns at a lower salary because of partial Impairment
can continue to receive supplementary benefits.

.e .7 .W w - - 1. I - -,-
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So(,il security, on the other hand, is strictly a pay-in, pay-out system. It
deals slelv with the financial effect of disability and does nothing whatever to
jlrewvjit disalflilty from occurring. It Is an ijllexible system whit.h by its very I
n,ature finds it difficult to handle the Jot) of rehabilitating those in its care. In
testimony before this committee, the Social Security Administration has sought
to explain why only 7 percent of its disability recipients have received even the
lost rudlinentary kind of rehabilitation services. The agency has tried to create
the Impression -"- the figure is so low because the people on the rolls are all
merelyly dlsabl, But a report In the June 193 issue of the Social Security

.j Bulletin cites a less comforting reason : "One reason that so few of the disabled
1jersumis received rehabilitation services seeis to have been that few of them
were aware of the existence of such facilities."
The report added that a survey showed almost 9 out of 10 workers who had

iot received rehabilitation services "had not known of such facilities." Appar-
(.tly social security, its management, Is Inherently Incapable of bringing
together the needed disciplines to provide successful rehabilitation techniques.
The pointt is., rehabilitating a severely disabled person Is a delicate process, re-
Squiiing skilled personnel and cocordination of the efforts of all persons and
agencies involved: the employer, the medical specialists, the injured person's
family, and the agency supplying the funds. Social security, being primarily
an agency set up to Issue monthly checks, is simply not organized nor staffed to
initiate and carry through the intricate process of rehabilitation. Workmen's
coml)ensation insurers are equiped to do the Job, and have been doing so success-
fully for many years.

There Is a real and serious danger that the incentives built into the state work-
nmen's compensation system, and the expertise provided by private carriers, will
le shouldered aside if social security continues to encroach on the system. I ue
the word "enroach" advisedly, because that Is exactly what is happening. Prior
to 195S, the social security disability program recognized workmen's compen-
sation as the primary system 1In the field of occupational disability. Federal
di. abilty benefits were offset to the extent that a recipient already was being
compensated under workmen's compensation. This offset was removed In 1958,
thereby creating a problem of overlapping benefits and putting social security
on a collision course with workmen's compensation.

Social security s)okesmen have testified that the overlap Is so small as to be
Insignificant. They repeatedly mentioned the figure of 2 percent. But this 2
percent figure was based on a limited study made in 190, before the age limit
of .50 was dropped. Even that limited survey ("The Disabled Worker Under
GASI," HEW Research Report No. 6) Indicated that workmen's compensation
cases were at least twice as numerous among persons below age 50, based on the
number who had applied to social security for a wage freeze. Moreover, It is
recognized that there has been a substantial Judicial broadening of the definition
of disability since that 1960 study was made. It would appear that the overlap
today could well be considerably higher than 2 percent. In a speech to the
Southern Association of Industrial Commissioners in Dallas, Mr. Victor Crlstgau,
director of OASDI, said the Social Security Administration recognized that the
duplication of benefits was in excess of what they had originally thought. All
of this points to the need for determining the nature, the extent, and ultimate
impact of the overlap on the State workmen's compensation system. Yet in
section 303 we have a proposal that would greatly increase the dul)lication by
broadening the definition of disability. It would do so by radically changing
the nature of the whole disability program, which until now has b-en eonsilered
a form of retirement benefit for workers who have been prematurely retired
because of long-term dimability. Section 303 would eliminate the eligibility
requirement that a disability be expected to result in death or to be of "long-
continued and Indefinite duration." Instead, it would require only that the
disabled person be off work for 6 months in order to be eligible for social security
dimbility benefits.

This would add to the rolls thousands of workers with temporary, short-term
disabilities, even though many of them already are receiving workmen's com-
einsatlon. The result is that these employees will be able to collect more In-

come, tax-free, for remaining at home than they were earning on the Job prior to
their disability. What effect do you think this will have on efforts to rehabili-
tate Injured employees and return them to work What effect on employers,
who will be paying twice for the same disability? And what effect )n the
future of the workmen's compensation system Itself? XProponents of social
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security have suggested that the way to cure the abuses created by the overlap
Is to offset worknien's compensation. This means that, workmen's compensa.
tion adapts itself to social security. But if that is done, every future expanslo
of the social secui'rty system will mean an equal contraction of the workmen',
compensation system. Such a concept will ultimately undermine the State
system.

It is Interesting to note that the problem of overlapping benefits was fully -
recognized In the medicare portion of MR. 6075, in contrast with the disability
amendment. ledlcare benefits are offset where the recipient already Is receiving
workmen's compensation medical benefits. It is also interesting that both the
House Ways and Means Committee and the Social Security Advisory Couni
have called for study of the harmful effects of the existing duplication of benefit
Ways and Means has ordered the Social Security Administration to make such
a study and report back by 1966.

That being the case, it does not make sense to legislate still more duplicatloD
of benefits before the study Is made and the facts are known. The alliance be.
leaves strongly that a thorough study of the overlap Is In order, involving the
State industrial commissions, State workmen 's compensation commissions and
the workmen's compensation carriers as well as the Social Security Admints.
tration. For our part, we pledge our full cooperation In carrying out suc76 a
study.

The alliance earnestly asks that section 303 be stricken from H.R. 6675 arbl
considered on its merits. Its implications are important and farreaching.
Congress already has asked for hard facts on this subject, and the groups
affected have indicated their willingness to help sul)ply the facts. It Is only
fair to wait until the evidence is In before making a decision of such overriding
imlortance to the States, to employers, and to disabled workers.

Sincerely,
PAUL S. WISE, Gencral Manager.

CONYERS, GA., May, 10, 1965.
To l: 'h Stnat ef'lin|| 1c (C nitmm it tev.
rom : Thie AmIriva'a Council of the Blind.

Stuloje't ll:M. 6675.
Whol A mriclmi Ci nicil of the Blind sulbmits the following Istatelment and

reque.s t that it lie included in the record of the committee hearings on the )end.
lng legislat in.

Vt' cndor.-o the irovislon of medical benefits under title II of the Social
Security Act and believe that sueh huenefits should be extended to all beneflelarlem

We aiiurove of the nmwezdnient p)re.sently contained in the bill changing the
(efijitlon of (lisaliillty but w(e believe there i a need for further [luienelnmt to
lIrovide ia more olbjectlve standard. "Substantial gainful activity" has been
construed differently in different parts of the country depending ul)On the
personal jtidgment of the one makig the determination. Some claimants whose
claims for benefits have been dented have been declared in the determination to
be able to do certain kinds of work. We believe that findings of ability and
determination of eligibility should be directly related to the availability of such
work ann(l to the ability of governmental agencies to place the claimant in ea.
ldoyimient. If no enilloyer will hire a (lisal)led worker ,lien the administrative
finding trecoiies academic and arbitrary and the Insured worker suffers the
obvious cois(lel Iceg.
The American Council of the Blind believes that as long as benefits are Inade-

quate to provile a decent minimum standard of living the earned Income provi.
sons of the law 110uh hle liberalized to permit the supplementation of Income
through th Ieneficlary's Individual efforts. iIkewise we oppose in jmrinicple
tho reduction of benefits because onle is al.o entitle(d to benefits from certain
other sources. Time means test is not a proper P)art of an Insurance program.

This organization Is most seriously interestedl in the Inclusion as an amend-
ment to the pending bill of the l)rovlsions of S. 1787 which l)rovides the usually
accepted definition of blindness as an alternative standard of eligililiry for bene-
ilMs. Section 25 of S. 9-10 also contains the same provisions. The merits of these
inmeasures were effectively and adequatel', stated on the floor of the Senate by the
Inorable Hubert II. 1tumphlrey on September 3, 1964, when he successfully
offered the sfnme )roposltion as an amendiment to the bill then l)en(ling. l!L
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remarks are endorsed and incorporated here by reference. In effect, we seek
insurance against the economic consequences of blindness. Tiie great incidence
of blindness in this country occurs after age 45 thereby combining obstacles to
mononle adjustment. Moreover, the history bas been that blind workers have
been rehabilitated in lower paying jobs than they previlsly held. Accordingly,
even where some adjustment als been achieved there has been an economic loss
to the individual. We recognize the ability of blind persons to adjust and to be
productive workers. We also recognize the ecoonouic loss almost always
incurred as a result of blindness. Most significftntly, we recognize the difficulty
In actually obtaining employment even where ability has not been impaired by
blindness mid combinations of other conditions including advancing age.

Siice niost persons lose their sight in middle age or old age most of them
will have far more than six quarters of coverage provided for in S. 1787. How-
ever, this minimum will be it protection to those who lose their sight before they
have had time to 'nrn during a longer period of time.

Ve note with strong approval that S. 1787 has no restriction as to age or earn-
lags. 'Tluis is a realistic approach to a true Insurance program which should L
have no penalizing restrictions which would offset its true purpose.

We here express our appreciation to the authors of S. 1787 and to Senator
Tower for Including these provisions it his bill.

The American Council of the Blind urges that the public assistance amend-
ments contained it the pending bill be enlarged to l)ohibit States from inpos.
Ing lien laws, relatives' responsibility and residence requirements uponl recipl-
ent.s of iu.sistance. Certainly as loug as so much of the grants are provided by
Federal funds such )rohibitions are entirely proper at the Federal level. We
deplore the continuation of a diserlilinatory matching formula in providing
assistance for persons living In Puerto itico, Guam, and the Virgin Islands. We
believe that the Federal support should be the saine ts for resldentAs of the sev-
eral States.

We urge that social security benefits be required to be disregarded by the
States in. determining eligibility for assistance sinve such benefits are actually
deferred payments of earned income and should bo, so deililed.

Tim AMERICAN COUNCIL OF' TIlE BLIND,
By I)URWARu K. MCI)ANUL,

First Vice President.

WASHIINGTON, D.C., May 7, 1965.
To Senator Harry F. Byrd, U.S. Senate.
Subject: OASDI tax of self-employed under 11.R. 675.

At the time of consideration of subject legislation, I kept pointing out to out
Ways and Means Committee the ;ery unfair tax that would he imposed on the
self-employed wherein they will be paying 1/. times the tax paid by the el)jloyee
for the same benefits. Some of the points which I raised are contained in the
attached copy of a portion of my remarks when debate on this legislation was
held on the House lioer.

During committee discussion, I made several suggestions of alternatives in the
apl)roach to this problem, some of them in the form of atuendments. These
alternative suggestions were:

(1) Reduction of the 150.percen t self -employed tax to 100 percent.
(2) Reduction of the 150.percetit rate to 125 percent.
(3) Allowance of the extra 50 percent paid us an expense deduction for Fed-

eral income tax purposes.
(4) Reduction of the rate for self-employed to 100 percent if the taxpayer

has legs than three employees.
(5) That the rate he 100 w~rcent if the ;,elf-emnployed has no regular full-time

employee who, works more thar 6 months of the year. This provision would take
care of the ninny farnuers who hire seastonal workers for only several weeks'
duration during crop harvest.

(41) That the rate he 100 percent if the adjusted gross income of the self-
eIployed is less than $10,000 a year.

While many members of the committee felt that several of these proposals
had merit, and warranted consideration, nevertheless none was adopted by the
committee in the ruqh t - hasten this legislation to the House floor for passage.

A lwrti al of the attached l)ortion of my remarks should convince you that
solO conslderation should be given to this large group of taxpayers who will
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he subject to very Inequitable treatment under the liropiosed legislation. I ai
hopeful that tile Senato lFinance Committee will ltke steps to vo'relt't Ihis
itequlty.

Sincerely,
'|i EIIM.\N '1'. ScitNEl I'FKI,

h'cib('r of ('oi!yr'c, .

REM.AIKS OP IIFI.uAN T. SCIINEE:tlIi

''his ex(ra tax oil the self-einlloyed becoimi,. iartihularly 4Imel1t a; Ihe tax
rates increase. I 'ider this hi11l, a self-veilloyed person whose tait'iliilgs ,lit
the tax blase will over his productive years--age 21 to (l5---hve paid toli ,o<lal
surity--OSl)--taxts of $19,712 :as compared with taxes of $13.I4 7 paid on
tilt' saine wage loase 1'by in employee. When cOnlllll(le(l ait t7,-c'ot interest-
the rate tlsed by thi ])elpartnent--the self-emlployed (AS])I tax comes to $15.032
compared with $30.(79 for the employee. Forly-five thotiuand 41olltrs Is t lot
of illilley to a1 Sill1 flllller, It small shopkeeper, it member (of Ilie t clergy, it
larber. and the many millions of self-employedl in our service lIdustries.

This additional tax oil the self-emlployed calinot Ie justitled cit elr 1iyN the
benelits they receive or by tleir ithility to pay. eneilts are tlhe same bothil for
tlt, self-empnloyed and the lteployee. In tlhe payroll tax, nbtlily to pay is c'o
ilelyi disregarded. 'Tlue preslieift of at large cOrilorlion .Viys only two-thlirds
ie tax of tilt, Self-eml)loyed barber- -and we can lhe certain timt. there :ire more

ba rbiers, small shopkeepers, filling station operators, mid the like. han thee are
alllieuit professliomil people among time self-enmployed.

of tlie approximately 7 miil lion taxpayers who ille returns 1,5 s('If-elfnloyed,
morre than one-hallf rep)rt adjuisted gross, Income of less thi $5,0)0 lir year.
Thk is thlie group which pays 50-1perent more In social security taxes t han do
the eeentives of our large corporations. They are the farmers, miiisters. bar-
her..s, axi owier,4, filling station operators. simill g noers. uewsstanid operators,
and the like. .Many have no (,mployets at all, other thana occasional family or
part-tine help.

A minister in my district wrote :
"So far thIs year I have lmid or owe $,%5ST inl taxes oii my 1915 ineonie (which

i,, slightly over $Ti-,0). 'his total figure for taxi's illttide.s $139 in loatl tixes.
l.1h lii Federal inicoie tax. and $251) in social security tax. The Iligtre. of

colii'se, does not include the Pennsylvania sales tax and the various hidden taxes.
There are three children in our family (the youingest is 5 years of age and the

olulet. 12 years of age). I find it extrniely diflicimlt tt the present time to set
aside ome-eighth of illy income to cover these varloum taxe., If the social security
Iax is I, raised. the pitymnent of tlie increase will not only be extremely diflcult.
bNt Iitvill lit"inte virtually impos,,sible without deprivihg he five members of
Ia', family of adeqlate foad, clothing. av 14 denial and medical (are. I)oubtles.s

manuy other ('lergymen auid other lwnrsons ela',"ifled as self-employed find them-
selve. lin the ilisome predicamentt"

It rejecting my proposal that we take action in this bill to remove the pemilly
ti tlt- self-empiloyed. I wan told that, it would cost too much. I am niot impressed

witi the anver. Actually, the Iniltihl vost to adjus-t this tax would amount to
0.07P lwrveit of payroll at it $7000 base. With tile proJe<ted Increases il both
Ih tax and wage loas(-. which are provided in the bill, I am confident that the
shifting of thiN extra burden- -now paild by the self-emploved-to all wage earn-
er-, and elnoi)yers. including the same self.employed, would not have it signill-
('ailt I1pa(.t oil the social SNurlty trust. fund. And this impact could well lie
slreaid over a lxrlod of years. just. ns the committee bill spreads the cost of
Inv.reasi vah liiellts and tht, eost of the hosiitalizatloni program.

The additlounil tax to fluanie the health Iiiurance program liovldes the same
rate for the( employer. the employee, and the self-employe<d alike. If (lie prlncillo
of this new tax Is right, there Is no Justifleation for continuing to tax the self-
employed at t much higher rate to finance cath benefit.

I earuiestly hope that the other body. oil passage of the bill. will face up11 to
thi. problem. '[lm self-empl1oyed need help; ,aid all I ask Is that they le given
the sali coisideration as everyone ele.
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Aimm-or IABI0IATItIF,

11ol.11my . yl),North C~hicago, Ill.,Mu 13UVI, 19i6.

("'irm ,.uin, t0'otn ?I f e oil Fitnatce,

1 )WAI SENATO1I Ivii), 'Pliaik yout for your letter of Mayn.% 101, 11165i, to MAr.
G~eorge ('1111 11t11id your finvittt ion to submit it written statement of Abhott Imb-
ornt ores' poiio oil31 11.11. (11175. We also a pprevlInto your offer to make our
s.a 1.4 n .1411iit part tof ft- jilie r~e4)rd of the hearings.

ak it njor drutg imaufneturer, Aliatt t. lIlhoratorle.s 1i; a research minded
org-izal 1)3. '1'lierpose of phtiraceita 'tiiiil research' is., of course, to tidnw
id beti er weajvoms for tihe "Imealth Wi allis' " conla ti hat tie against the ravatges

of ilisea-w. TI'it problems your (iImuit teei 1)0W fawrMIu stems, Ill large part, fromt
file slucess (if tile healthh teamslI' " efforts to extend the, ]if(- of our ix-ojple by
coquerinug imay of the dise-ases wvlh~i it few 'years agot took so maiuny people, Ii

file prime11 of life.
We 1e1iiiiot anildo 0Ilot. feetl, however, tlitt thle soluitionl of tile prob~lemu 11CR Ill

deIprivlng physicians of druigs whicht t hey have u150( foJr many years Nvith demi-
ouist ritt ed4 sulcess,%. itor of new drugs whi ci will lhe t lite restilt (of millions of dollars
.110i 1 h411s'.11ls of m-ientitle nllum-hotrs exp~eunded. not only by Abbott, blit by till
of I lie research oriented colixlesti'.

11.11. IM75, miiles4 appropria tely flilnluled, will. encourage Just such till iunfor-
111111314 t rend. F"or xalllsection3 1.S4l11( t) wbich delnes thei terms I'drugs'
:iii1d "IWiIlEogialm" Wouldl Ilitit thei reiniiuremiett for drug,, to only those Ipr(lui s,
floii)(VhIt'll the( I .A. I'litritinvojx~Ion or ft-, Natilonal F1ormuulary, or lin New

I r ,oi. Actcepted 1 Dentlteiueelies, or t4) those' approved by at local hospital

* Il 1'ivi a ~ll compe)(ndial were never meluit to be anl exhiaust lye list of s-Ife, n(1
Oeetive dviigm. Note that tile lprefact- to I11ll'1flfCOIRK-iul of thle Vl'uited1 StateS,
HIMt revision, Inl discuinlg Its fund cionl of selectling at list of dirugs of established

* uuwrit. ald liveessity states onI page X IV
"YOt, by Its ftizi th, I li lirocess of selet on call sc arcely 1w jerfevt, for lit

tlIdIIMI h111 IM4111 found~ it) ilitire. at1 lea,1st by Ilip time)( of1111 pIt'll lon, thatl ill)
d usIucluideI' al*e (of e'quilfl Ir3i t lu11( thlt t i others eqhuaflly meritorious nr

#ihlo Natioal Formuular'y also ists drugs onl thle basis of thierapeutic value.
Neither volume, puriKirts to be ('ohilletv andA If, Indeed, either Nv'ere, It would be
li4'dC$$itry to refer only to that onev rather than to both.

New% D rugs, the pulileatlout of the American Medical AssociatIoni's Coulncil
out D~rugs. nceordiuug to thie ,Journal. of flt- Americ-an Medical Association, De-
ci~lembe 14, 19)65, volimep l1K), No. 11, wIll not necesqarily be reeoliiendling the(
drugs4 upon which It will1 1w commuent.ing. On page 112, thie Journal of the
Americant Medical As,xatioittsays:

"It. s1303311 be- etn1)hiAlzed thint 'New Drugs' is not it textbook oit liarinav(olog'y
or I herajwutlCH: Ins8t eld It deal-4 With the salfetyv auid elilcacy of liew dIrugs anmd
how they vottiiare with other agents, boit old al new, that. hoive similar uses.
'1'h111. tilt' Ill(ihlgi1011 ot a .ttttelienl does h1ot impl1Y thle (oulicll's acceptance or
approval of thlt- drug: the opinions are batsed On thle weight of the available evi-
deuce, and maiy lie either favorable or mifavorable."

And furlher: "Tile hook p~resenlts thle council's current evaluate 0h of single-
enltity ugithat hure been, introduced ihin thu pu.l t) 0 carm---drug.- thlat halvet
readlle(I t he nillrket sinve a majority of praiviing physiehits have 'omh-tted
their years of formal education anud trainingg.' I FEmphansis amiltivl.1

'io inclusion of drugs aipprovedi by it local hospital ( te u tic comItte
does. not const itutte at broadening of thle number of drugs available to it lpllYSlhll
sufilcient. to resolve tho p~roblemt raise(]. It Is generally knowil that suchl lists,
tire too exclusiunry to lie fl0(vejtlli~lC In. totO hY~ tile hlO811ittI ;tllffs tiley are lit-
ti'tidt'd to serve. Weekly Phlarmtacy Relwirts, vol. 12, No. 19, of My13, 11913,
repo)rtinig onl anl agreement between the Amuericani Medival Association, thle
American IIlianrinacemit fll I A,,soclain, the American Hospital At ssociat Ion aid
tile Atmerican Society oif H ospital IIhaitrnac ists quotes thep sailpeit points of al,
accord on the proper function of hospital fornmihrics, itichudling the followviuug -

44(4) Aittiori'e tMe lphy-i4hltn to liesvvilmi mtelilcatiouim not Includeld lit fte
forl ilnary If Ill is judgmuent, individual patients retire sl~wviiii trei~itt,



1176 SOCIAL SECURITY

"(5) Permit the physicin), at the time of prescribing ineflications, to approve
or disapprove the dispensing or the administration of medications in accordance
with the hospital forinulary system."

The criteria for selection of drugs for which reimbursement will be made is
therefore inadequate. Thi. conpendia listed inI tM6 bill do not purport to be com.
pleto listings of drugs which have been found by the medical community to be
useful and necessary in the proper practice of medicine. Neither do those per.
sons most intimately associated with the operations of hospital drug therapeutics
committees conceive of their efforts as being adequate to provide physicians with
all drugs customarily used by their staffs.

We therefore ask that you accept the change in language recommended by Dr.
Austin Smith on behalf of the Pharmaceutical Manufacturers' Association in
his letter of April 12, 1965, which Is addressed to you:

"It Is our suggestion that section 1801(t) be amended by deleting the words:
'or as are approved by the pharmacy and drug therapeutics committee (or equiva.
lent committee) of the medical staff of a hospital furnishing such drugs and
hiologicals.' In lieu of this language insert the words: 'or are ordered or pre-
scribed by the attending physicians on the medical staffs of hospitals for the care
and treatment of patients'."

We further believe that sections 1814 (b) and 1861 (v) (1) give too broad powers
to the Secretary of the Departnient of health, Education, and Welfare in estab-
lishing what are reasonable costs. We suggest that the following language be
added to tile end of section 1861 (v) (1) :

"Provdcd, however, That charges for items or services furnished a patient
shall be deemed to be reasonable if they are ordered or prescribed by the patient's
physician for medical reasons, and if such charges do not exceed the customary
amount charged by the provider of services to persons not subject to this title."

We endorse the position of the Pharmaceutical Manufacturers' Association, of
which we are a member, as expressed by the testimony of Dr. Smith before your
committee. The changes recommended are, we feel, essential to the broad pur-
poses of the act.

Sincerely yours,
LAURENCE It. LEE,

Secretary and Gencral Counsel.

NEW YORK CIMAMBER OF COMMERCE,
Neto York, N.Y., May 11, 196-5.

Ile H.R. 675.
lion. HARRY F. BYRD,
Chairman, Senate Finance Committee,
Senate Office Building, Washington, D.C.

DEAR SENATOR BYRD: Your distinguished committee Is studying a proposed
hospital and medical care program for the aged so broad and far reaching in
scope that one can only hazard a guess as to it& ultimate consequences for our
Nation. Whether for good or otherwise, it is certain that the elements (if the
program, once approved, will not easily be reversed. We deem It a matter of
greatest urgency that the people and their representatives understand exactly
what is at stake, and are confident that in your hands H.R. 6675 will receive
fhe careful review It deserves.

Some aspects of this proposal the New York Chamber of Commerce must, In
good conscience, oppose; others wq support and urge approval by Congress.
Thus, we endorse the general Increase In current cash benefits. and we suggest
further that a more liberal program of cash benefits may be the preferable
answer to the problem of health and medical needs. At least this approach
would avoid the actuarial quagmire posed by the concept of service benefits.

Our opposition to the proposed hospital and nursing home care program
(in pnrt A) center in our belief that it is unwise to incorporate service bene-
fits In a system whose fiscal integrity depends on the predictability of future
obligations in relation to future revenues. This task is already sufficiently
difficult, as can be seen in the repeated overly optimistic estimates of the trustees.
Now we are preltring to accept unknowable costs-a step that violates social
security principles and threatens the very foundation of the system. Nor is
the setting up of a separate contingency reserve any real guarantee of protection;
for a case In point note the proposed diversion of OASI revenues to cover
deficits being incurred by the disability program.
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The chamber's disagreementt runs particularly strong as to the proposal to
}esablish a voluntary medical insurance program subsidized from the general
fund. It I8 not truly "voluntary" when the Government provides a 50-percent
tax subsidy and estimates that up to 90-95 percent of the elderly will Join.
This l'oposal, which was not part of the admnlist ratlon's original bill and not
subjected to the test, heretofore, of detailed public hearings is inconsistent with
American social insurance theory and practice. Self-supporting people will be
given an unnecessary subsidy; those on the borderline financially who are most
in need of the benefits will have the greatest difficulty In putting up the money;
but the improvident and Impecunious will have their costs paid at the tax-

I payer's expense. Concerning the ultimate cost to the taxpayer, only experience
will tell, though even the more conservative estimates are foreboding.

We feel strongly that general revenue financing of broad social programs is
an error. A major discipline built into OASDI is the payroll tax device which
reminds each worker that benefits cost money through commensurate Increases
in his contribution rates. This cost consciousness is lost when Government
subsidies are made available from general revenues, and the sky literally becomes
tMe Iftnit of benefit levels. If Congress must enact a program of medical
coverage, and this need, it seems to us, is questionable, It would be more
desirable in our view to Include it under OASDI where costs can be reflected
in the payroll tax.

The supplementary program would put the Federal Government in the volun-
tary Insurance lnsiness, and on a subsidized basis that would make it difficult
for private carriers to compete. Moreover, it runs counter to the President's
1965 health message in which he urged a prominent place for health Insurers
in any supplemental plan-presumably as underwriters, not administrators.
To a considerable degree It appears to have been added to the original measure
without adequate consideration of all the implications. We recommend that it
be rejected by the Senate.

Turning to those proposals which would affect the disability portion of .;oclal
security, we wish to record our opposition to payment of benefits commencing
with the sixth month of incapacity. Most private plans, especially group plans,
already cover the sixth month and the resultant overlap of benefits would
be undesirable. Further, this change Is an unnecessary step into the realm
of temporary disability insurance presently well served by private carriers.

Our final comments are made with reference to the proposed automatic
Increase in the earnings base to $6,600 in 1971. To schedule such an increase
in advance is inconsistent with the wage-related character of social security.
We have no guarantee that in 1971 average full-time earnings will amount to
$6,600; if this proves true subsequently than Congress at that time can make
the necessary adjustment. As it stands, this proposal is an attempt to upe
time wage base primarily as a revenue producing device--something the founders
of the program never intended. In our view, there should not even be an
ironclad rule to keel) the base fixed at average wage levels; as society grows
more affluent the relative role of social security should diminishh with greater
reliance placed on Individual savings for the retirement years.

We respectfully request that these comments be made part of the official
record of your hearings.

Sincerely yours,
MARK E. ]RICHARDSON,
Executive Vice President.

OuIrN,
New York, N.Y., May 12, 1965.

Hlon. HARRY F. BYRD,
Chairman, Senate Finance Cominittee, U.S. Senate, Senate Ofllce Building,

Wa8hington, D.O.
DEAR SENATOR RByn: This letter is respectfully submitted in connection with

HR. 6675, 89th Congress, a bill establishing a new Federal hospital and related
health care program which is now under active consideration by your com-
mittee.

E. R. Squibb & Sons, the pharmaceutical division of the Olin Mathieson
Chemial Corp. has been engaged In the manufacture of medicinal products
since 1858, is fundamentally interested in the research, production and distribu-
tion of medicinal products to the health professions, and has a deep concern
for sound legislation affecting medical and other health services especially to
our expandin,- population over 65.
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We are very much pleased that your committee Is extending well-deser;.k

puli(li d,,us,son aind consideration to the many aspets of the medicaree"
legislation. We would like to submit our comments on several of the provisions
of tie proposed 'bill which we believe require further consideration arid
Improvement:

(1) Our country leads the world in the development of health sciences. An
amazing integrated network of education, research and progress in te develop
meant of medicinal product.,; has reinforced the practice of medicine and til
medical services which are provided throughout the couritry. Since most 0f
these developments originate in private efforts, we are, particularly pleased
with the proposed language against Federal interference over the practice of
medicine, over the manner in which medical services are provided, and o-r.r
the administration of institutions and personnel. We commend particularly
the patient's guarantee of free cliolce of any qualified agency or person as
provided in section 1802 of the bill.

(2) We do, however, see a serious restriction in the language of sectc:n
1861 (t) defining "drugs and biologicals," confining the selection of medicines
only to those listed in certain named publications which excludes a high per-
centage of well-known extensively used medications not listed in these publica.
tions. Furthermore, we seriously question this interference with the attending
physician'R freedom of choice as to medication.

We recommend a modification of section 1801(t) by deleting the words, "or
as are approved by the pharmacy and drug therapeutics committee (or eqimiva.
lent committee ) of the medical staff of a hospital furnishing such (Irngs md
biologicals," anr! substituting, "or are ordered or )rescribed by the attending
l)lpysiciala on the medical staffs of hospitals for the care and treatment of
patients."

Usually a considerable period of time must elapse before now drugs appro'di
by FDA are officially listed in the U.S.P. and the other amed pmblications.
Yet their availability to prescribing physicians should be immediate on alp.
proval by FDA and should not be withheld from patients merely because of
e.xclusion from a printed list.

The official publications also are incomplete in that ninny dosage forms of a
widely used drug and combination product are not listed despite the widespread
practice among physicians to use formulations they consider economical, con.
venlent and effective for the treatment of their patients.

It has been called to our attention, for example, that 17 of the 50 most
frequently prescribed drugs are not listed in the official compendia (I.S.1.
or N.F.) nor in the N.N.D. or A.D.R., all of which are listed in this section
of the bill. Of the 295 Squibb drugs presently used and dispense in lospitalc
and pharmacies in this country, 128 or 43 percent are not included in any of
the 4 above-Identified publications.

This means that these drugs would be excluded from those available to
attending physicians in the hospitals of the country unless they were listed
among those drugs "approved by the pharmacy and drug therapeutics commit-
tee (or equivalent committee) of the medical staff of the hospital furnishing
such drugs and biologicals."

Under this restriction, aged participants of the benefits of this bill will be
denied many drugs which their physicians customarily prescribe. The patients
will be deprived of the best possible medicinal care and physicians will be
restricted as to the medication they can choose for their patients. We under-
stand that about half ef the Nation's hospitals do not have therapeutic com-
raittees, and even where they do exist, many are reported to be relatively Inac-
tive and have a wide disparity in standards and procedures.

As a specific example, we provide several important combination drugs, par-
ticularly certain antibiotic products, which are widely used in the hosl)ltal.q
and private practice in this country including the treatment of conditions well
known among the aged. Although each ingredient could be prescribed sep-
arately, economy, simplicity and practical therapy lead physicians to prefer to
prescribe a combination product for desired effectiveness . Physicians should
be free. to prescribe for any person over 65 qualifying under the proposed bill,
the same quality and choice of drug therapy that is available to that physician
in the treatment of hit; other patients. They would be limited under the
present provisions of H.R. 6075.

(3) We also hold grave reservations as to the inte;-pretation which can be
applied to the language of sections 1814(b) and 1801(v) (1). Both provisions
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refer to the term, "reasonable cost" for these services and this introduces the
riquirenuent for the definition and Interpretation of "reasonable cost." The
liguage of the bill provides that regulations will be established as to the

methods of determining costs for various types of Institutions, agencies and
services.

''he Secretary by regulation, however, could exclude certain drugs on the
basis of cost alone. The lowest price available to the Federal Government
or State government as mass purchasers might well be a bencb4mark that would
exclude due consideration of the distributing costs, marketing requirements,
quality standards and research commitments of the Industry. The primary
issue should be the well-being of the patient, the professional decision of the
attending physiclai and the effectiveness and quality characteristics of the
inedication--not where can medication be bought at the lowest price to handle
welfare necds.

In order that physicians, hospitals and institutions, and the pharmaceutical
industry retain freedom to conduct their operations in the best interests of the
public, we propose that the following language be added at the end of section
IS%1(v) (1) :

-Provided, hou-crer, That charges for items or services furnished a patient
shall be deemed to be reasonable if they are ordered or prescribed by the
lxitif-nt's physician for medical reasons, and if such charges do not exceed the
iistomary amount charged by the provider of services to ljrsons not subject

to this title."
Jt is our hope that you will give *,rious consideration to these comments and

suggestions. We would also like to recommend in particular. favorable con-
sideration off those comments presented by the Pharmaceutical Manufacturers
Association in which we are an active member.

We fully recognize the importance and the forward progress implicit in the
proposed legislation nld w\e have every confidence that the hearings and the
con-,derationa )rovIlded by your committee will hell) tremendously in the
fislioning of an improved bill that will meet the desires of the Cougress in
assistance to the aged.

Respectfully yours,
lRICHAR9 1. FURL.AVm.

PE-TERSBURG GENERAL lIOsPIrAL.
Petersburg, Va., May 12, 1965.

lion. HARRY F. B1YRD,
Senate Ofice Buildinmg,
Wlash inqton , D.C.

DE.R SE ATO R BYR): This letter is In regards to H.R. C675 which excludes
the services of radiologists, pathologists, aniiesthesiologists, and psychiatrists as
hospital benefits as it applies to medicare.
The Hospital Authority of the City of Petersburg went on record as opposing

that portion of the bill and hereby asks your stance to restore the services
of these medical stp-cinlists as part of the hospital benefits.

With kindest regards, I am,
Sincerely, GEOROE . BOXINSKY, Admini8trator.

CONFERENCE OF STATE MANUFACTURERS ASSOCIATIONS,
lndlanapoti., Ind., May 13, 1965.

1on. HARRY F. BYRD,
chairinai, Scnatc Fila ncc UoMMMitcc,
Ncw Scnatc Olcc Building, Washiton, D.C.

DEAR SENAToR BYRD: The Conference of State Manufacturers Associations
would lino to respectfully record Its opposition to section 303(a) (1) and (2) of
H1,R. 6075 which would substantially Increase the ureas of duplication presently
existing between State workmen's compensation programs and the disability
program of the Social Security Act.
The enactment of the above section would definitively reduce major incentives

for rehabilitation to Injured workers and for the continued Improvement of beuie-
fit levels by the States. Thus, the further expansion of Federal disability bene-

47-140-- 05--pt. 2-4 -- 2
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fits pyramiding, as it does, State workmen's compensation benefits, must
inevitably lead to the abdication of serious State responsibilities and the prob.
able ultimate extinctibn of State workmen's compensation programs.

We believe that our State workmen's compensation laws have now reached the
point where they effectively fulfill the l)urposes for which they were enacted into
law. Replacement by the social security disability program would tend to de-
stroy the objectives which they seek to attain, without filling the open gap and
resulting In detriment to the working population and the industrial community.

It is clear that the State workmen's compensation systems have attacked the
very root of the necessity for their existence-the occurrence of accidents. No
other social insurance program, including social security, can make a similar
claim. Workmen's compensation has, in fact, helped to reduce the accident fre-
quency in the past four decades by 80.6 percent and the severity rate by 72.2 per.
cent. The cost of work injuries Is through the rating system, borne directly by
the employer under whose supervision Injuries have occurred. This is the rea-
son why in 1956 tie U.S. Department of Labor, Bureau of Labor Standards
reported that. "workmen's compensation provided the first real stimulus to Indus-
trial accident prevention and is l)rimarily responsible for the safety movenient-as
we know it today.

"The fact that accidents are costly has been and still Is the chief driving force
behind the Industrial safety work done In the field of induitrinl safety by insur-
ance companies and by employers, both individually and through service organi-
vations."

It was the need to restore losses brought nbout through Industrial injuries
which gave Impetus to the development of the field of rehabilitation. Indeed, it
Is the business of the State workmen's compensation system to help Injured nien
and women to return to their jobs. The control of disability through maximal
restoration of a disabled iwi-s(mit has become the goal of all State workmnen's (em-
pemsation laws. Savings resulting from properly ndmini.tered rehahilltntion
prograins are passed on to employers In the form of reduction of workmen's corn.
pensation premiums and rates. This built-in incentive encourages both employ-
ers nd tli-Ir im-isrance carriers to make maximum use of rehabilitation facilities
In all possible cases.

WV'hetlier the State workmen's compensation system or the Federal social secu-
ritv svstci Shouldlt aMVP the lmsie rPol)Olni'blltV for the administration of indus-
trial accident Indemnification depends upon what objectives are believed to be In
the jmillc Interest. We recognize and are convinced that the State workmen's
compensation system as It tins evolved today represents a broader humanitarian
approach than tihe disability program of the Social Security Act.

Respectfully,
A. C. Co.E, Chelrman.

P.S.-Please spe. attached list of State manufacturing associations which have
endorsed the foregoing statement.

The following state manufacturing asqoelatioTns bave endorsed the foregoing
statement :

Associated TId'trles of Alabama.
Agsociated TIdustrles of Arkansas.
California Manufacturers Association.
Mamfnturers Assoclntlon of Colorado.
The Manufactnrers Association of Connecticut, Inc.
Associated Tmdmtrles of Florida.
Associated Industries of Georgia.
Ilawnli .Manufaeturers Asvoctatlon.
Associated Industrie. of Idaho.
Illinois Manufacturers' Asq.oclation.
Indiana Manufacturers A soclatlon.
Iowa Manufacturers Association.
Associated Industries of Kentucky.
Louisiana Manufacturers Association.
Associated Industries of Maine.
Michlkan Manufacturers' Associatton.
Associated Industries of Massachusetta
Minnesota Employers' Association.
MissisIppi Manufacturers Association.
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Associated Industries of Missouri.
Associated Industries of Nebraska.
New Hampshire Manufacturers Association.
New Jersey Manufacturers Association.
Associated Industries of New York.
The Ohio Manufacturers Association.
Associated Industries of Oklahoma, Inc.
Associated Oregon Industries. Ine.
Pennsylvania Manufacturers' Association.
Associated Industries of Puerto Rico.
Temiessee Manufacturers Association.
Texas Manufacturers Association.
Utah Manufacturers Association.
Associated Industries of Vermont.
Associated Industries of Washington.
West Virginia Manufacturers Association.
Wisconsin Manufacturers Association.
Virginia Manufacturers Association, Inc.

STATF.MENT OF lioN. H0IERT I",. SWEENEY, A IIEP*NE3E3NTATIVE IN CONGRESS: FloeM
TIlE STATE OF OI1O

Mr. Chairman, I am very appreciative for the opportunity of appearing before
your committee this morning to testify in support. of the administration's Social
S-.uirlty Amendments of 1965. As a freshman Member of the 89th Congress,
I was honored to support H.R. 6675 providing, as it (toes, a comprehensive hospital
insurance program for the aged under social security.

I wish to pay particular compliment to the members of the House Committee
on Ways and Means, and, in particular, to its distinguished chairman, the Honor-
able Wilbur D. Mills, of the great State of Arkansas. This committee worked
lnng and diligently to establish a coordinated health insurance program for
xrsons 65 or over.

As a candidate for the U.S. Congress, I pledge my support for the Johnson
administration's basic plan for providing protection against the costs of hospital
and related care, financed through a separate payroll tax and trust fund. But,
in my view, this basic plan was broadly improved upon through the action of
Chairman 'Mills and this committeee by incorporating thereto a voluntary supple-
mentary plan covering payments for physicians and other medical and health
services. As a Member of the House of Representatives, I was proud of the

v,,-k of the Committee on Woys aud 'Means in reporting the bill to the floor.
anio- I wan honored to cast my vote in support of 1I.R. 6675.

I support the amendments providing for the two new Insurance programs be-
cause I believe these amendments address themselves to the expanded medical
care program for the needy and, in particular, the medically needy. The
amendments to the Social Security Act further combine all of the vendor
medical provisiuns for the aged, the blind, and the disabled. Federal matching
share for cash payments for these of God's afflicted would also be Increased;
services for maternal, child health, crippled children, and the mentally retarded
would be expanded; a 5-year program to provide comprehensive health care
and services for needy children of school age or preschool a,,e can now be
nuhorized; and finally, these amendments wipe away restrictions on Federal
pmrticipation in public assistance grants to aged Individuals In TB or mental
disease hospitals.

As Congressman at large for the State of Ohio, I believe that it is long
overdue that. the Congress increase benefits to the old-age, survivors, and d1-
ability insurance system by 7 percent. I arn happy to note that this bill grants
coverage to certain occupations, such as doctors and other employed persons. I
applaud the amendment that provides for continuance of benefits to age 22 for
certain dependent children in school.

Mr. Chairman, my constituency numbers 10A_ million people in a growing
industrial State. and daily that constituency makes requests upon my offik-e
that the Congress of the United States increase the amount an individual Is
permitted to earn without suffering full deductions from benefits of te
present Social Security Act. The major amendments of the Social Security Act
of 1965. as are before you for consideration, represent a program that Is com-

'T
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prehensive in its tone and uniform in Its application. It is a program which
has avoided creating different classes of senior citizens. It is financially
sound and does not depend upon the income test as provided in other proposal&.

Mr. Chairman, the administration's medicare proposal is a compliment to
the President and to the Congress and is a major step in effecting a sound
health program for the Nation, based on the time-testel social security system.
As the President said, health care for the elderly under social security is de.
signed to lift a person's spirit, to remind him that lie is a necessary part of tile
community deserving of the benefits he has worked to achieve; and since this
plan will be purchased during the working years, the stigma of accepting
charity will be completely removed. The hospital care and other benefits will
have been earned.

Mr. Chairman, the passage by your committee and ultimately by the Senate
of the United States, will supply the prudent, feasible, and dignified way to free
the aged in this land from the fear of financial hardship in the event of illness.
I am proud and delighted to recommend the passage of this legislation to your
committee.

STATEMENT OF TIE TEXAS MEDICAL ASSOCIATION ON TITLE II1, H.R. 6675,
COMPULSORY COVERAGE OF PHYSICIANS

The 9,300-member Texas Medical Association welcomes an opportunity to pre-
sent a statement to the Senate Finance Committee on a provision in title 1l1,
11. 6675, which provides compulsory social security coverage for self-employed

physicians and for interns and residents. Coverage and liability for taxes for
physicians, Interns, and residents wnuld begin on January 1, 1966.

The Texas Medical Association wishes to express its opposition to that pro-
vision, and respectfully urges the Senate Finance Committee to delete it from
IH.R. 6675.

As members of the Senate Finance Committee are aware, social security is a
tax program designed to require payment of specified percentages of earning,
during the individual's working years in exchange for stipulated amounts pall
for retirement, disability, and survivorship pensions.

Although there is no equity in the relationship between taxes to be paid an
the amount of benefits which may be received, nevertheless, we do not believe
that It is a purpose of the social security program to require individuals to pay
these taxes and then to receive littb. or nothing in return. Yet, this is precisely
what will happen to many physicians if they are forced to contribute to socta
security. In support of this statement, permit us to cite three points for your
consideration.

1. Most physicians would have little prospect of receiving social securit,
retirement benefits until reaching age 72. Social security retirement benefit-
are limited essentially to those who retire at age 65, and who have earnings o
not more than $1,200 each year.

Most self-employed physicians rarely can count on retiring upon reaching
age 65. Most physicians who are able to work are needed and prefer to kee-
right on practicing medichile. They do so because they still can utilize thel
knowledge and skill to minister to the sick, and because their patients sti'
want them to Continue to serve them. The physician does not suddenly los,
his ability when he reaches age 05. Nor does the intimate physiclan-patlen
relationship suddenly come to a halt. The physician's concern for his patient.
continues beyond his birthday. Similarly, the patient's needs for his care bea
no relationship to a retirement age written into a Federal law. In essence, an.
program which is built around a 65-year-old retirement age simply does n:
fit into the life and work pattern of most physicians.

A survey of physician retirement '"as shown that over 85 percent of the doc
tors between the ages of 65 and 72 are in active practice. More than 50 percent
of the physicians who retire do so after age 74. Most of them are well able t_
care for themselves during their remaining years and to provide for thii
widows.

2. If compelled to participate in this program, the typical physician woul
be required to pay social security taxes until age 72 before lie would aetuall.
start to receive benefits. Compulsory participation would represent an unfral
tax to them. As embraced in H.R. 6675. self-employed individuals earning.
$5,600 or more would be required to pay $355.60 in social security taxes starting
in 19006. In 1987, when the maximum hospital Insurance tax would be effective
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the self-employed Individual earning $6,600 or more will be required to pay
$514.80 annually.

3. Physicians prefer the prlviiege of establishing retirement benefits for them-
selves on a voluntary basis. We recognize that the program embraces survivor-
sj~jp benefits for a physician's widow and rm!nor children, In addition to itsilretirellenit features. Nevertheless, most physicians In Texas prefer to continue
to protect their families through existing private insurance mechanisms. They

ido not desire to participate In a compulsory program financed by taxes n and

Sprticularly to receive benefits for which their children must I y.NMembers of the Texas .Medical As,,ociation overwhelmingly indicated their po)st-

tion on participating In the social security program in 1956 when they exipressed
oppO.ition to inclusion by more than 10 to 1 in a statewvide poll. Slnte that
time.,, m1plings of opinion in various county medical s-(,ceties indif.ate seni-
we nwnt has not changed appreciably. This position has ben reiterated almost
tiu mnally by the association's 226-member house of delegates., which is eomiprisefi
of the elected representatives of all county medical sciletis in our State.

Our purpose is not to evade paying our fair share ,f a tax progratin from which
we shall derive ultimately some return. Rather, we prefer to cont ime to he
excused from underwriting a program in which the l emtlitsi lheoiuctic'lly tiighl
be available to us, but which practically and in fact the mmtl.s i,f s.vi.ty will mt
lx'rmit us to use.

It hardly seems equitable to require inclusion of e vrytm, in :i pr-,rto wlwn
soie have little likelihood of ever being aide to shar-, in it i. \W't, ii a
profession, group, or Individual Is able, willing, ad!l dcsirct r,, Tr.-..lNi-
bility for his or its own security without relying upon tie Y -' t-ri l , ,'N o. ,,1-i t.
we lielieve that they should )e permitted to do so. In tMe. i,-t. t , > " , l: sexpressed respect for the rights of such groups to n'kik Iwo% i4; i, f,,r ,,,ir 4own

security and has exempted them.
The Texas Medical Association Is grateful for this iiiprtimity ti t-prc. Its

position to that provision in title III, 11.1t. 6075. wh0(1Ih ltrovidles i)Iliulso(ry
social security coverage for self-employed physiciamis and for intern.s id resi-
dents. Our association respectfully urges the Sejilate, Finnce committee e to
delete that provision from 11,11. 6675.

STATEMENT OF THE TEXAS 'MEDICAL ASSOcIATION ON HOSPITALS, AND 'DI.CAL CARE
PROVISIONS OF 11.11. 6675

Texans sometimes are accused of telling tales about programs which are tin'
biggest, the best, and the most outstanding of all. Nevertheless, we are ex-
tremely proud of many positive measures which have been initiated In our
State to provide an effective program of medical care for the needy aged, and
to assist in financing medical services for Its 745,000 residents who are 65 years
of age and older. These accomplishments have been made possible by joint
coolerative efforts by the State of Texas, by physicians, hospitals, Blue Cross-
Blue Shield of Texas, commercial insurance companies, nursing homes, and by
those in allied health fields who d,!vote their energies to the care of patients.

Texas ha.; been the first State to use the mechanism of voluntary health Insur-
ance to Implement the Kerr-Mills Act. This unique program Is providing exten-
sive benefits to 229,000 needy aged, representing more than 30 percent of the
entire 65-and-over population of our State.

On the basis of our experlenee since January 1962 we can highly recommend
the princ!)le of voluntary health Insurance In implementing the Kerr-Mills Act.
It has provided old-age-assistance recipients with a program of high-quality
medical care. These patients enter our hospitals with dignity. They merely
present their Blue Cross Insurance cards at any hour, day or night. like thou-
sandq of others who have purchased coverage for themselves. The use of the
principle of health Insurance has provided the maximum of professional and
scientific freedom. It has permitted the administration of the program by a
terrier which has longstanding experience in dealing with physicians and hospi-
tNls. Very importantly, it has resulted In more enthusiastic participation by
Texas physicians and hospitals. The Importance of this latter point cannot be
emphaslze.1 too strongly. Obviously, It Is difficult for any medical program to
achieve success without the willing cooperation of physicians and hospitals.

It is noteworthy, too, that Blue Cross-Blue Shield and commercial companies
are offering special health Insurance policies for the aged. These include both
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basic and major medical policies, such as the Texas 65 plan and the Senior
Texan Service. These programs add up to a significant record of leadership.
Texas ranks first among the States in the percentage of the aged who have one
or more health insurance policies. An estimate( 72 percent of the (Iderly in
Texas are covered by health insurance as compared to the national level of 60
percent.

The Kerr-Mills Act created an entirely new program, medical assistance to the
aged, for those 65 and older who are not on a State's old-age assistance rolls but
who do need help In meeting medical care costs. The Kerr-Mills Act also sub-
stantially Increased the amount of Federal funds available to the States for
Initiating new medical care programs for recipients of old-age assistance, or for
improving those already in existence. The State of Texas has used this pro-
vision to good advantage. Following enactment of the Kerr-Mills Act by Con-
gress in 1960, the Texas Legislature voted the following year to implement the
first portion of that law. It established vendor payments of Inpatient hospital
care, professional services In the hospital, and nursing home care for recipients
of old-age assistance. The Texas Department of Public Welfare was designated
as the State agency to carry out the program. That agency was authorized to
pursue one of three approaches:

First, to administer the program Itself in its entirety.
Second, to contract with a fiscal agency which would make direct payments

for services rendered, or
Third, to employ the principle of health Insurance.
It should be noted that the Kerr-Mills Act specifically allows the use of Federal

and State funds for payment of insurance premiums for medical and other type
of remedial care.

State officials and leaders of the State medical and hospital associations agreed
to use private health insurance as the instrument to Implement the program.
After evaluating competitive bids, the State department of public welfare
awarded the contract to Blue Cross for a premium of $8.68 per month for each
OAA recipient. Blue Cross guaranteed that it would not expend more than 3
percent of the total premiums for operational and administrative costs, and that
it would make available the remaining 97 percent of each premium dollar for
actual hospital, surgical, medical, and radiation benefits. The program was
placed Into operation on January 1, 1962. Coverage presently is provided for
229.000 recipients of old-age assistance.

The first 3 years of operation has been a real success story. The program is
operating efficiently and effectively, and It has been extremely well received by
the aged, by their families, by State officials, by physicians, and by hospitals.
More than 7,500 patients are being admitted to hospitals monthly under the
provisions of the program. Forty-one percent of the entire OAA caseload has
been hospitalized during the past year. The average hospital stay of patients
has been 9,, days. This Is 3 days longer than the average stay for patients
in general hospitals In the State, but it is 2 days less than had been anticipated
in the OAA program. Experience has showMn that 87 percent of those hospital-
ized are confined for 15 days or less. For these patients, the Blue Cross Insur-
ance policy is paying 88 percent of the total hospital bill. The remaining
hospital charges have not placed a burden or a hardship upon the patient In
some cases, OAA recipients have additional health Insurance policies of their
own. Some children and relatives of the aged are willing to pay the remainder,
or a part of it. Several local municipalities and counties provide some funds
for health services for their needy. In other instances, the hospital itself has
been "clharging off" the difference between customary charges and benefits
provided by Blue Cross.

Texas physicians have contributed substantially to the success of this most
worthy program. It is significant that almost all of our association members
are accepting Blue Shield benefits as payment In full. These insurance pay-
ments have represented about 55 to 60 percent of the usual and customary fees
charged by physicians.

The total cost of hospital and professional services is running about $23 million
a year. Even though more than 40 percent of the OAA caseload is being hos-
pitalized each year, It is highly comforting that this insurance approach Is finan-
cially sound. As a result of the favorable experience during the first year, it was
possible to increase benefit schedules paid on behalf of patients, effective .Tanu-
ary 1, 1963.
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A major factor in the success of the Texas program has been its very efficient
administration by Blue Cross-Blue Shield.

Blue Cross has guaranteed to the State of Texas that it would administer
the program for not more than 3 percent of the total premium. That pledge has
been fulfilled. It is doubtful if any medical program financed by tax moneys can
be administered more economically or more effectively.

Texas' comprehensive program also includes nursing home benefits. This
phase of the Kerr-Mills program Is being administered directly by the State de-
partment of public welfare. Payments iu the amount of $20 million a. being
made for nursing home care each year. Thus, the total annual cost to taxpayers
Is about $43 million.

Complementing the Kerr-Mills prograln are two fine voluntary health in-
surance plans which have been especially tailored for the aged. Those plans
are underwritten by Blue Cross-Blue Shield of Texas and by the Texas 65 Health
Insurance Association. They reflect the great progress which has been made In
the past few years In offering good coverage to the elderly at reasonable
premiums. In October 1959, Blue Cross conducted a special 1-month promo-
tional campaign to enroll the aged. That campaign was most successful. Since
that time, Blue Cross-Blue Shield has intensified its efforts, and it now offers a
comprehensive plan of health care benefits prepared exclusively for the aged.
This plan, called Senior Texan Service, offers medical and surgical benefits for a
premium of $3.20 a month, and hospital and nursing home services for a monthly
premim of $8.75. This plan supplements other policies which are made avail-
able to the aged by Blue Cross-Blue Shield. It is noteworthy that more than
100,000 persons over age 65 now are covered by policies written by Blue Cross-
Blue Shield. This is In addition to the 229,000 on old-age assistance who hold
policies which have been purchased for them by the State of Texas.

In October 1963 a special program of low-cost health insurance was intro-
duced to the Texas aged by a group of leading insurance companies. The Texas
65 plan was made possible by the State legislature which authorized companies
to pool their resources, and to form a health insurance association. As a public
service, 64 companies are underwriting the benefits on a nonprofit basis. Texas
65 offers two basic polices-a basic plan of hospital and medical care with a
premium of $9 per month and a program of major medical or catastrophic cov-
erage for a monthly premium of $10.

These plans are made available to all residents of Texas 05 years of age and
over without physical examination and with no health questions asked. Even
those with preexisting Illnesses were invited to enroll. After a reasonable wait-
ing period, they can qualify for coverage for a recurrence of those illnesses.

More than 50,000 elderly Texans have purchased health insurance policies
during the initial ard two subsequent enrollment periods. The average age of
the Texas 65 policyholder Is 73 years. The average enrollee Is a previously un-
IP irable female.

Through April 30, 1965, Texas 65 has paid $4,645,917 claims to 24,486 senior
citizens. It is evident that Texas 65 is accomplishing the objective it set out to
do; that is, io provide the peace of mind that only health insurance can do for
the State's elderly residents and their sons and daughters who otherwise would
have to pay these expenses out of their own pockets.

Thus on the basis of our experience in Texas, voluntary prepayment health
insurance is proving to be an effective mechanism for financing health care costs
for the aged.

It is possible to present documentation that nearly all of the elderly in the
State who want and need help In financing health care costs now are receiving it.
Shortly after the Kerr-Mills Act was implemented in 1962, Belden Associates of
Dallas conducted an extensive study of the Texas aged and their attitudes on
health care. Belden's survey was concentrated on the aged who are not recipients
of the old-age assistance as well as the younger adults who are associated with
them. The study by this independent research firm was particularly significant,
inasmuch as it focused attention on the 524,000 remaining aged and their possible
needs and desires for medical care.

According to Belden, 23 percent of these aged said that they did without neces-
sities during the previous year because of lack of money. Three percent stated
that they did without medicine; 4 percent, without medical care; and 1 percent,
without surgery.

With regard to the attitude of older persons on providing health care needs
61 percent expressed the view that It was a responsibility which should be borne
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by the aged per.on or by the family. Eighteen percent were inclined to lean ol
the local nd State governments for help, while 19 percent in(licated that it was
tie responsibility of thie Federal Government.

Younger adults asoclated with these older people expressed themselves even
more forcefully iii favor of the principle of individual responsibility. Seventy.
two percent felt that the reslponsibility should be that of the aged person or the
family. Only 12 percent expressed the view that it was it local or State respon-
sililit.y. and 141 percent, a Federal obligation. These views were voiced before
the OAA program wva; well established and prior to the introduction of the Texas
65 insurance plan. It is reasonable to assume that there is even less support today
for Federal nedlical programs.

Belden also uncovered factual data on the extremely high percentage of the
Texas aged who l)resently have one or more health insurance policies. Based
upon the study findings and a conservative estimate of changes since that time,
an estimated 537,000. representing 72 percent of the entire aged population, now
have health insurance coverage. It view of others with sufficient incomes and
savings. those who are helped financially by their families and by their children,
and those who have expressed the belief that they should take care of them-
selves. Belden has concluded that there remains approximately 3 percent of all
aged Texans who still need and want outside help.

Plans have been developed to assist this small reioliining group. In 1963, the
Texas Legislature authorized the submission of a constitutional amendment to
the voters of the State which would permit the extension of the present Xerr-
Mills program by providing health care benefits for those who need and want
help, but who (1o not qualify for old-age assistance. This Is the second l)hase,
or medical a:4,sstanee to the aged )rogram, of the Kerr-Mills Act. This past
November. til voters of Texas overwhelmingly by 71 percent approved con-
stllutlonal alien(hnent 3. This constitutional amendment will permit the State
legislature, Low in session in Austin, to complete the Texas program for the aged
which. we believe, already ranks as one of the finest in the Nation.

it summary, significant progress has been made in just a few short years.
The State of Texas has an effective, economical program for 229,000 needy aged.
Texas leads the Nation in the percentage of the aged who have one or more
health insurance policies. The Belden study has shown that almost all aged who
need and want hell) are receiving it, and legislative machinery is operating to
help those few who still need help.

In supporting these highly effective programs, the Texas Medical Association
obviously stands in favor of a positive program. Our physicians believe that
medical care shauld be made available to those who are not able to pay for it
themselves. We su)port the Kerr-Mills law which is designed to assist those
who need help. We favor the continued expansion of voluntary health insur-
once to enable those who are solvent and self-supporting to protect themselves
against the cost of illness. We are for flexible, voluntary retirement programs In
business and industry so that the productive capacity of older employees will
continue to serve society, with assurance of security when they reach retirement.
Most Importantly, we are for the preservation of the freedom of the Individual
to spend his own dollars In his own way, and not for those In Government to
spend his money for him.

The Texas Medical Association Is firmly opposed to H.R. 0675 because a
compulsory system is neither needed nor wanted in Texas. As outlined in the
statement, Texas has formulated an outstanding program of medical care for the
aged, and there Is no need for a new Federal program.

Nor Is such a program wanted by the people of our State. Six TeXas Con-
gressmen have conducted public opinion polls among their constituents, ar.d they
have reported opposition to social security financed medical care.

The public has been asked to believe that this program of Government-financed
and Government-managed health care would yield more and better treatment at
less cost. We believe that It would give less and poorer care at greater cost.
We are most concerned about Federal regulations and controls, and their adverse
effect on the quality of medical care. We are concerned about those who would
take advantage of this Government program be-ause they believe that they will
be entitled to Its benefits, and thus would overload our hospitals and nursing
homes, just as has been done In those countries with compulsory systems. We
are concerned because the Government would undercut and disrupt continuing
l)rogress in health insurance by the commercial companies and by Blue Cross-
Blue Shield.
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Most importantly, we are concerned about the exploitation of the younger
working people of our country and their employers. Medicare would use their
tax dollars to provide benefits to all older citizens, including thousands who are
not needy and who are fully able to take care of themselves.

We fear that the provisions for health care contained in II.R. 6675 represent
only a beginning. Medical care and hospital benefits undoubtedly will be ex-
panded in the years ahead. The cost will be further increased as America's
aged population goes up from 181/2 million at present to a predicted 27 million
by 1975. Sooner or later, there will be a demand from those who are paying
the taxes to obtain coverage in this Covernment program. This legislation
could very well lead to a complete program of Federal medical and hospital
care.

After considering specific provisions of H.R. 0675, the Texas 'Medlcal Associa-
tion wishes to comment particularly on three of them. We wish to recommend
the use of carriers for the administration of benefits in order to insure nmaximuIn
freedom of the physician in his relationships to private carriers and to the
Department of Health, Education, and Welfare.

The Texas Medical Association also wishes to express its opposition to the
I)ouglas amendment which would place the services of pathologists, anesthesi-
ologists, radiologists, and physiatrists under hospital services in section I of
II.. 6675. The practice of pathology, radiology, anesthesiology, and physical
medicine are branches of the practice of medicine just as are surgery, general
practice, and internal medicine. T'he services of these physicians are not hos-
)ital services and they do not belong in that portion of the bill solely designed to

offer hospital benefits.
The Texas Medical Association also wishes to express its opposition to section

303 of LI.R. 6675. We are particularly concerned about the proposed deletion of
the "permanent and total disability" concept for it would result in transforming
the cash disability provisions i'to a cash sickness benefits program with a
6-month waiting period at first. Section 303 would make it possible for an in-
dividual who is out of work for 0 months by reason of any medically determi-
nable mental or physical impairment to draw double benefits. Many disabled
individuals could draw more in combined tax-free social security disability beime-
fits and workmen's compensation than they could hope to earn in wages. These
individuals obviously would have little or no financial Incentive to seek rehabili-
tation.

The Texas Medical Association will be most grateful for any consideration
which the Senate Finance Committee may give to these views.

STATEMENT OF TIlE AMERICAN OSTEOPATHIC ASSOCIATION, SuUBMirrED BY CARL E.
MORRISON, D.O., OF Tucsox, Ariz., CHAIRMAN, COUNCIL ON FEPERAL 1tEALTII
PIO(IRAMS .

The American Osteopathic Association appreciates this opportunity for coin-
ment on the House-passed social security medicare bill, H.R. 6675, to provide a
hospital Insurance program for the aged under the Social Security Act with a
supl)lenmentary health benefits program and an expanded program of medical as-
sistance, to Increase benefits under the OASDI system, and to improve the Fed-
eral-State public assistance programs.

The association is a nonprofit, tax-exempt federation of divisional societies
of osteopathic physicians and surgeons. It promotes the public health, en-
courages scientific research, maintains and improves high standards of medical
education In osteopathic colleges, establishes standards of accreditation of osteo-
pathle hospitals, and standards for accreditation of skilled nursing homes.

The practice of osteopathic medicine Is legalized in all the States. Thirty-nine
States and the District of Columbia license osteopathic graduates to perform
major operative surgery and to administer all drugs.

More than 300 hospitals, most of which are general hospitals serving patients
of all ages and all types of illness are staffed by osteopathic physicians and
surgeons. According to statistics compiled by the American Osteopathic Hos-
l)ital Association, during 1963 more than 310,000 operations ranging from ton-
sillectomies to gastric resections were performed in these hospitals. Some 662.-
000 patients were admitted and received more than 4,534,000 patient-days of
care in 1964.
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Under the 1ill-Burton program 70 osteopathic projects (general hospitals,
chronic disease facilities, rehabilitation facilities, nursing homes, and diagnostic
and treatment centers) costing more than $57 million have received Federal sup-
port of more than $19 Million for construction.

Manifestly, the health resources of the osteopathic profession and institu-
tions must be a significant factor in the successful operation of the programs
proposed in 11.11. 6675, and as pointed out by Government and public witnesses,
page 250 of the published Executive Hearings before the House Ways and Means
committee on Medicare for the Aged, January-February, 195, it is clear that
as used in the proposed legislption the terms physician and physicians' service
include osteopathic physicians and the services of osteopathic physicians and the
tern hospital includes hospitals staffed by osteopathic physicians and surgeons.

Title I is concerned with health insurance for the aged and has two parts.
Part I has three subparts: Part A would establish a hospital insurance program
patterned after the King-Anderson bill; part B would establish a voluntary,
federally administered health insurance program to provide benefits which sup-
plement the benefits under the King-Anderson program; and part C contains
definitions and provisions relating to the administration of parts A and B.
Part 2 of title I would establish a new program which would replace the existing
programs for inedical assistance under the public assistance programs.

Title I amends the OASI provisions of the Social Securlyt Act to add a new
title XVIII, the first two sections under which (sees. 1801 and 1802) provide
against Federal Interference, with the practice of medicine and provide that
any individual entitled to insurance benefits under this title may obtain health
services from any institution, agency, or person qualified to participate under this
title if the institution, agency, or person undertakes to provide him such services.

TITLE I1HEATTI[ INSURANCE FOR THE AGED AND MEDICAL ASSISTANCE

Part 1-.4-Health insurance benefits for the aged
This part provides basic protection against the costs of hospital and related

posthospital services to any individual 65 years of age or over who is entitled to
monthly insurance benefits under title II of the Social Security Act or under the
Railroad Retirement Act, whether or not he is receiving them and to any In-
dividual 05 years of age who is not entitled to benefits under the social security
or railroad retirement laws, who becomes that age before 1968.

Payment for services would be provided only If: (1) a written request Is
filed by the entitled individual and (2) a physician certifies and recertifles (ac-
conipanied by supporting material) that the type of service is medically
necessary.

Payment for servic-s would be made to providers of services at least on a
monthly basis, provided they have entered into agreements with the Secretary.
Payment would be based on "reasonable costs" of services as prescribed In regula-
tions for determining costs.

If a group or association of providers wishes to have payments made through
a National, State, or other public or private agency, the Secretary would be
authorized to enter Into an agreement with the agency.
Part 1-B-Supplementary health insurance benefits for the aged

This part of the bill would establish a voluntary insurance program to provide
health insurance benefits for Individuals 5 or over who elect to enroll under it.
It would be financed from premium payments by the enrollees and by funds ap-
propriated by the Federa' Government.

Benefits would Include payments to the individual or to the provider of services
for: (a) physicians' services and (b) medical and other health services with ex-
ceptions. Payments would be made to providers of services for: (a) Inpatient
psychiatric hospital services; (b) home health services; (c) medical and other
health services furnished by a provider of services or by others under arrange-
ments with them made by a provider of services.

No payment could be made under part I-B for any services for which the in-
dividual Is entitled to have payment made under part I-A.

The provisions requiring a written request by the eligible individual, certifica-
tion and recertflcations of the need for services by a physician are essentially
the same under this part as under part 1-A.

To administer the program, the Secretary would have to enter Into contract
with carriers. A "carrier" would mean a voluntary association, corporation,
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partnership, or other nongovernmental organization which Is lawfully engaged
in providing, paying for, or reimbursing the cost of health services under group
insurance policies or contracts, medical or hospital service agreements, mern-
bership or subscription contracts, or slilar group arrangements, In considera-
tion of premiums or other periodic charges payable to the carrier. The term
would Include a health benefits plan sponsored or underwritten by an employee
organization. It would also Include any organization nominated by providers
of services with which the Secretary has entered Into an agreement under part
1-A. It could include the State agency with which the Secretary enters into an
agreement described below.

At the request of a State made prior to July 1, 1907, the Secretary would have
t9'enter into an agreement to provide coverage under this part for either: (a) per-
sons receiving money payments under OAA or the combined program of aid to
the aged, blind, or disabled, or (b) persons receiving money payments under all
the public assistance programs. However, individuals in the above categories
who are receiving benefits under the social security or railroad retirement pro-
gram would have to be excluded.
Part 1-C-Deflnhtions and administration

"Inpatient hospital services" would consist of bed and board, nursing and
related services, use of hospital facilities, medical social services ordinarily
furnished by the hospital, and such drugs, biologlcals, supplies, appliances, and
equipment for use in the hospital furnished by the hospital for in-patients, diag-
nostic and therapeutic Items or services furnished by the hospital or by others
undr arrangements with the hospital for its patients. It would not Include
medical or surgical services provided by a physician, resident, or Intern, or the
services of a private-duty nurse or other l)rivate-duty attendant. It would In-
clude all types of services rendered In a hospital by an "Intern or resident In
training under a teaching program approved by the Council on Medical Educa-
tion of the American Medical Association (or, In the case of an osteopathic
hospital, approved by the Committee on Hospitals of the Bureau of Professional
Education of the American Osteopathic Association)" (see. 1861 (b)).

Eighty-nine osteopathic hospitals are currently approved by the American
Osteopathic Association for Intern t.aining, 65 of which are also approved for
resident training. Before being considered eligible for admittance to an osteo-
pathic college, students must spend at least 3 years in an approved college or
university. Most matriculants have baccalaureate degrees. The professional
curriculum of an osteopathic college requires at least 5,000 hours of Instruc-
tion over 4 college years. After receiving the D.O. degree, 90 percent of grad-
uates serve a 12-month intership In an osteopathic hospital approved for such
training. Ce-tification In a specialty field requires about 5 additional years of
training, including residency and supervised study. Osteopathic specialties in-
clude surgery, radiology, anesthesiology, obstetrics and gynecology, pediatrics,
physical medicine and rehabilitation, psychiatry, internal medicine, dermatology,
proctology ophthalmology and otorhinolaryngology, and pathology.

State and Federal agencies concerned with osteopathic internships and resi-
dencies rely on accreditation by the American Osteopathic Association. For ex-
ample, the U.S. Civil Service Commission qualification standards for medical
officers, medical officer series G-602, page 8, published March 19063, provide:

"A. Use of terms.
"1. Approved Internship: This Is training In a hospital or other institution ap-

proved by the Council on Medical Education and Hospitals of the American
Medical Association or by the Bureau of Professional Education, Committee
on Hospitals of the American Osteopathic Association for Internship training.

"2. Approved residency: This Is training in a hospital or other Institution
approved by the Council on Medical Education and Hospitals of the American
Medical Association or by the Bureau of Professional Education, Committee on
Hospitals of the American Osteopathic Association for training in the specialty.

"3. Internships and residencies. The 0-month wartime approved Internships
and residencies during the period from December 31, 1942, to July 1, 1947, will
be accepted as the equivalent of 1 year.

"4. Accredited preceptorship training. Preceptorship training Is training
under the direction of an Individual physician who Is recognized in the specialty
concerned. Such training Is not necessarily obtained In the hospital setting, In
order to be accredited, applicants must furnish a certificate of acceptance by any
approved American specialty board In the specialty concerned.
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"5. An approved American specialty board is one which has been approved
for the particular specialty by the Council on 'Medical Education and Hospitals
of the American Medical Association or by the Bureau of Professional Education,
Advisory Board for Osteopathic Specialists of the American Osteopathic
Association."

A "hospital" Is defined under this part as an institution, which: (1) Is pri.
marily engaged in providing by or under the supervision of physicians, to in.
patients, diagnostic services and therapeutic services for medical diagnosis,
treatment, and care of injured, disabled, or sick persons, or rehabilitation services
for the rehabilitation of stch persons; (2) maintains clinical records on all
patients; (3) has bylaws In effect with respect to its staff of physicians; (4)
has a requirement that every patient must be under the care of a physician; (5)
provides 24-hour nursing services rendered or supervised by a registered profes.
sional nurse, and has a licensed practical nurse or a registered professional nurse
on duty at all times; (6) has a "hospital utilization review plan"; (7) is licensed
pursuant to State or local law or is approved by the State or local agency which
licenses hospitals as meeting the standards established for licensing; and (8)
meets such other requirements as the Secretary finds necessary in the interest of
the health and safety of individuals furnished services in the institution, except
that such other requirements could not be higher than the comparable require-
ments prescribed for accreditation of hospitals by the Joint Commission on
Accreditation of Hospitals.

No accreditation Is necessary In order to establish eligibility, but accreditation
as provided in section 1865 of the bill can establish eligibility.

A "psychiatric hospital" is defined as an institution primarily engaged in pro-
viding by or under the supervision of a physician, psychiatric services for the
diagnosis and treatment of mentally iII persons, which meets the requirements
(3) through (8) for a hospital as defined above, and which meets requirements

equivalent to the accreditation requirements of the Joint Commission on Ac-
creditation of Hospitals (see. 1801 (f)).

An "extended care facility" would mean an institution, or a distinct part
thereof, which has in effect a transfer agreement with a hospital which has
entered into an agreement to provide services under the bill and which: (1) is
primarily engaged in providing skilled nursing care and related services for
patients who require medical or nursing care or rehabilitation services; (2) has
policies which are developed with the advice of a group of professional personnel,
including one or more physicians and one or more registered professional nurses,
to govern the services the facility provides; (3) has a physician, a registered
professional nurse, or a medical staff responsible for the execution of such
policies; (4) has a requirement that every patient be under the care of a physl-
clan, and provides for having a physician available to furnish medical care in
case of emergencies; (5) maintains clinical records on all patients; (6) provides
24-hour nursing service in accordance with the policies developed with the advice
of a group of professional personnel and has at least one registered professional
nurse employed full time; (7) provides appropriate methods and procedures for
dispensing fnd administering drugs and biologicals; (8) has in effect a utiliza-
tion review plan which meets the requirements of the bill; (9) Is licensed under
State or local law or is approved by the State or local agency responsible for
licensing such facilities as meeting the standards established for licensing; and
(10) meets seich other conditions of participation as the Secretary may find
necessary In the Interest of the health and safety of the Individuals furnished
services by or In the facility. The term would not include any institution which
is primarily for the care and treatment of tuberculosis or mental diseases (see.
1801 (J)).

In defining a "utillzation review plan" the bill requires a review, on a sample
or other basis, of admissions to the hospital or extended care facility, duration
of stays, and professional services (including drugs and biologicals) furnished
with respect to the medical necessity for the services and to promote the most
effmelent use of facilities and services, the review to be made either by a staff
committee of the Institution composed of two or more physicians with or without
professional personnel or by a similarly composed group outside the institution
established by the local medical society or a group established in a manner
approved by the Secretary. It is understood that the term "local medical society"
is applicable to local societies of either doctors of medicine or doctors of osteo-
pathy (see-. 1861 (k)).
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A "home health agency" would be an agency which: (1) is a public or private

nonprofit organization or a subdivision thereof and which Is primarily engaged
in providing skilled nursing and other therapeutic services; (2) has policies
established by a group of professional personnel associated with tile agency,
including one or more physicians, and one or more registered professional nurses,
to govern the services it provides, and provides for supervision of the. services by
a physician or a registered professional nurse; (3) maintains clinical records on
all patients; (4) is licensed under State or local law or Is approved by the State
or local licensing agency as meeting standards established for licensing such
agencies; and (5) meets such other conditions of participation as the Secretary
may find necessary in the interest of the health and safety of the patients (sec.
1801(0)).

Extended care services (1801(h (0) ), and home health services (1861 (in) (0)),
include medical services by interns and residents in training under teaching
programs of affiliated hospitals approved by the AOA.

"Outpatient hospital diagnostic services" would lie services which are furnishedl
to an individual as an outpatient by a hospital, or by others under arrangements
with them made by the hospital, which are customarily furnished by the hospital
to outpatients for the purpose of diagnostic study, excluding any service furnished(
trader an agreement, unless furnished in the hospital or in other facilities oper-
ated by or under the supervision of the hospital or its organized medical staff
(see. 1861(p)).

"Physicians' services" would mean professional services performed by physi-
cians, including surgery, consultation, and home, office, and institution calls, but
not inpatient hospital services (see. 1861(q) ).

"The term 'physician' when used in connection with the performance of any
function or action means an individual legally authorized to practice medicine
and surgery by the State in which he performs such function or action (including
a physician within the meaning of section 1101(a) (7))" (se.. 1861(r) ).

Tie above definition of "physician" incorporates by reference section 1101
(a) (7) of the Social Security Act, adopted In 1950, which expressly includes
doctors of osteopathy In the definition of "physician" under the general provisions
of the Social Security Act (64 Stat. 559).

It was through application of the criterion that in order to qualify for inclu-
sion under the term "physician" as used in the Social Security Act generally,
one must be trained in the practice of the healing art in all its branches, that this
conimittee in 1950, based upon the evidence submitted, found that graduates of
the osteopathic schools of medicine so qualified and Included them under section
1101 (a) (7).

The Congress similarly defined the terms "physician" and "medical care" and
"hospitalization" as inclusive of osteopathic lhiysicians and hospitals under the
provision of the U.S. Employees Compensation Act in 1938 (52 Stat. 586).

Previous to that, in 1929, the Congress, In regulating the practice of the healing
art in the District of Columbia, provided: "the degrees of doctor of medicine and
doctor of osteopathy shall be accorded the same rights and privitegc under
governmental regulations" (45 Stat. 1329).

Osteopathic physician!- and hospitals are used in the Medicare program for
dependents of members of the uniformed services, by the Veterans' Administra-
tion, by the Bureau of Employees' Compensation, and in the Federal employees
health benefits program, Government-wide service benefit Ilan administered by
Blue Cross and Blue Shield, and Government-wide indemnity benefit plan ad-
ministered by AETNA Life Insurance Co.

"Consultation with State agenclen and other organizations": In carrying out
his functions relating to determination of conditions of participation by pro-
viders of services in the case of hospitals under subsections (o) (8), extended care
facilities under (J) (10), and home health agencies under (o) (5), of section 1801,
the Secretary is required to consult with the Health Insurance Benefits Advisory
Council established by section 1867, appropriate State agencies, and "recognized
national listing or accrediting bodies," and may consult with appropriate local
agencies (see. 1863).

"Use of State agencies": The Secretary would have to make an agreement with
any State able and willing to do so, to utilize the services of State health agen-
cles or other aplpropriato agencies (including local agencies) to determine
whether an institution is a hospital, extended care facility, or home health
agency. To the extent that the Secretary finds it appropriate, an institution or
agency which a State (or local) agency certifies is a hospital, extended care
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facility, or home health agency (as defined In see. 1801) may be treated its such
by the Secretary. The Secretary may also, pursuant to aigreetnent, utilize the
services of State health agencies to provide consultative service to Institutions
or agencies to assist them to qualify as providers of services (see. 18U4).

"Effect of accreditation" : The Secretary Is required to accept accreditation of
a hospital by the Joint Commission on the Accreditation of Hospitals as meeting
all the requirements of a hospital as defined in section 1861(e), excepting the
requirement of a utilization review plan which is not now a condition for ac-
creditation by the joint commission. In addition, if the Secretary finds that
accreditation of a hospital, nursing home, or home health agency by the "Ameri.
can Osteopathic Association or any other national accreditation body provides
reasonable assurance that any or all of the conditions of section 1861 (e). (J), or
(o), as the case may be, are met, hr may to the extent lie (teems it appropriate,
treat such institution or agency as meeting the condition or conditions with
respect to which he made such findings" (see. 1865).

Inasmuch as requirements for hospital accreditation and nursing home ae.
creditation by the American Osteopathic Association equal or exceed the require-
ments specified In sections 1861 (e) and 1961 (J), including AOA requirement of a
utilization review plan effective July 1, 1065, the express recognition of the
American Osteopathic Association in the above provision as the accrediting
agency for these institutions justifies the assuml)tion that such accreditation
will be found to confer acceptability, and stability of assurance.

Two hundred of the more than 300 osteopathic hospitals are accredited by the
American Osteopathic Association. The accredited hospitals include 98 teaching
hospitals and 111 registered (as distinguished from listed) hospitals.

Minimum standards of organization and practice for hospitals staffed by
osteopathic physicians and surgeons were first established, and inspection and
approval procedures adopted, by the American College of Osteopathic Surgeons
about 1928. In 193:5, the Bureau of Hospitals of the American Osteopathic
Association assumed Joint responsibility with the American College of Osteo-
pathic Surgeons. Since 1949, the American Osteopathic Association has had full
responsibility, which It now exercises through a committee on hospitals.

The committee on hospitals of the American Osteopathic Association Is coin.
posed of four representatives of the osteopathic profession at large and a rep-
resentative from each of the specialty colleges of surgery, radiology, Internal
medicine, and obstetrics and gynecology. They are thoroughly familiar with
all pha,,e of hospital administration and are charged with the formulation of
hospital standards which are formally approved by the board of trustees of the
American Osteopathic Association.

Any hospital desiring accreditation must submit to a rigid annual examination
by the committee. If the hospital passes this examination it can be officially
listed as registered. Hospitals which are approved for internship or residency
training must pass an annual inspection even more comprehensive than that for
registered hospitals. State and Federal agencies have recognized AOA
accreditations.

"Health Insurance Benefits Advisory Council": To advise the Secretary on
matters of general policy In the administration of the program and in formula-
tion of regulations, there would be created a 16-man Health Insurance Benefits
Advisory Council appointed by the Secretary, members of which would have to
Include persons outstanding In the fields pertaining to hospitals and medical and
other health activities. We hope the Secretary will give favorable consideration
to anpointment of at least one member with an osteopathic background (sec.
1867).

"National Medical Review Committee": The bill establishes a nine-man
National Medical Review Committee, a majority of whom must be physicians.
The Secretary would be required to select individuals "who are representative
of organizations and associations of professional personnel In the field of medi-
cine." The committee would study the utilization of hospital and other medical
care and services paid for under the program and recommend changes considered
desirable. A representative of the American Osteopathic Association should be
a member of the committee (sec. 1868).
Part 2-Grant8 to S9tatC8 for medical a.s818tance proflramn8

This nart improves and extends the Kerr-Mills program by establishin a new
title (XIX) In the Social Security Act to furnish medical a"istance on behalf
of families with dependent children and on behalf of aged, blind, or permanently
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and totally disabled individuals whose income and resources are insufficient to
meet the costs of necessary medical care. To be eligible !or a grant, a State
would have to submit a plan for medical assistance which has been approved by
the secretary.

An approvable State plan must provide for inclusion, effective July 1, 1967,
of at lest the following care and services: "(1) inpatient hospital services;
(2) outpatient hospital services; (3) other laboratory and X-ray services;
(4) skilled nursing home services; and (5) physicians' services, whether fur-
nished in -ie office, the patients' home, a hospital, or a skilled nursing howe or
elsewhere." Inclusion of other care and services would he optional (sees. 1902
and 1905).

The above live categories of services which the States would be required to
include in their plans, if they elect to implement title XIX, would include the
services of osteopathic hospitals and osteopathic physicians, notwithstanding
their listing In House Report No. 213 as optional. In clear and unambiguous
language, the definition of physician and hospitalization in section 1101(a) (7)
of the Social Security Act expressly includes the legalized services of osteo-
pathic physicians and hospitals, applicable throughout the titles of the act.

TITLE I--OTHER AMENDMENTS RELATING TO HEALTH CARE

Part 1-Maternal and child health and crippled childrcn'8 services
"Special project grants for health of school and preschool children": The

Secretary would be authorized to make grants "to any school of medicine" and
"to any teaching hospital affiliated with such a school" to pay the costs of proj-
ects of a comprehensive nature for health care and services for children and
youth of school age or preschool children (to help them prepare to start school).
A project would be considered "comprehensive" if it includes at least screening,
diagnosis, preventive services, treatment, correction of defects, and aftercare
as may be provided In the Secretary's regulations. The grant could be up to
75 percent of the cost of the project.

No project would be eligible unless it provides for the coordination of the
health care and services with, and the utilization of, other State or local health.
welfare, and education programs, for payment of inpatient hospital services
under the project in accordance with standards approved by the Secretary, and
unless any treatment, correction of defect,, or aftercare provided is available
only to children who would not otherwise receive it because they are from low-
income families or for other reasons beyond their control.

It is understood that the terms "school of medicine" and "teaching hospital
affiliated with such a school" include colleges training osteopathic physicians
and hospital affiliated therewith and services of hospitals staffed by osteopathic
physicians and surgeons.

In conclusion, the osteopathic profession and its institutions can be relied
upon to employ their best efforts to provide and safeguard quality care and to
pursue their traditional role of cooperation In the public interest.

We will be pleased to aid the committee in any way we can.

COMMONWEALTH OF VIROINIA,
DEPARTMENT OF VOCATIONAL REIIABTLITATION,

Richmond, May 12, 1965.
Re proposed amendment to S. 6675.
Hon. HARRY F. BYRD, Sr.,
U.S. Senator,
Wa8hington, D.O.

My DEAR SENATOR BYRD: I am sending you a copy of a proposed amendment to
S. 6075 now under consideration by your Senate Finance Committee. I am sorry
that I will not be able to contact you personally in regard to this but I am return-
ing to Little Rock, Ark., tomorrow and for the next few days thereafter will be
involved in moving my household furniture to Riclhmond, Va.

The proposal is to amend section 222 of the Social Security Act to permit pay-
ment of the cost of vocational rehabilitation services for disabled beneficiaries
of social security from the OASDI trust fund. Demonstration programs over
the past 3 years have shown that approximately 35 percent of the beneficiaries
of this program have sufficient work potential to warrant referral to the State
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vocational rehabilitation agencies. It is a reasonable estimate to expect that a
ininini of the 20,000 of the disabled beneficiaries can be "rehabilitated each
year if adequate resources are made available to the State vocational rehabill.
station agencies. If the temporarily totally disabled also become eligible for
disability benefits this number could easily be doubled. It is particularly impor-
taut that this "temporary" group receive rehabilitation services promptly, other.
wise many will become long-term disability cases.

At the present time each State vocational rehabilitation ngeney hals the respon-
sibility for providing vocational rehabilitation services to all the disabled in the
State Including the disabled beneficiaries of social security. The Federal funds
used by the State rehabilitation agency must be matched with State funds rang-
I g from 50 percent in the higher income States to 70 percent lit the lower Income
States. Virginia must provide 1 State dollar for each 2 Federal dollarss. At
the present time each State must use its State tax money In the rehabilitation of
the disabled beneficiaries of social security. It is felt the social secuity trust
fund should bear the responsibility of paying for the needed vocational rehabili-
tation services of their recipients and that State tax funds should not be required
in providing rehabilitation services for this group.

In actuality expenditures from the trust fund for vocational rehabilitation
services for recipients of disability benefits will result In a net saving to the
trust fund. Experience has revealed that it costs approximately $1,200 to provide
vocational rehabilitation to a disabled beneficiary. On the other hand, a dis-
abled beneficiary may expect to receive about $9,000 in benefits if he lips no
dependents and about $17,000 if lie has dependents. It is our belief that, each
disabled beneficiary that is rehabilitated will save the trust fund from 5 to 10
times the amount actually spent In his rehabilitation.

Safeguards are provided in the amendment and the regulations which would
result therefrom to assure an orderly approach In the financing of rehabilitation
services from the trust fund. We recognize that payment should start on a small
scale and be expanded as experience Is gained and the results documented. You
will note that the amendment specifies in subsection (b) (1) that the total
amount that can be transferred from the trust fund In any fiscal year may not
exceed 2 percent of the benefit payment certified In the preceding year.

It is my understanding that this proposed amendment has been drafted by Gen-
eral Counsel and has the approval of the Social Security Administration and the
Vocational Rehabilitation Administration although It is not an Administration
sponsored amendment. It is something, however, that I have been working on
for several years with Senator .1. W. Fulbright of your committee and Repre.
sentative Wilbur Mills, chairman of the House Ways and Means Committee. I
commend this proposed amendment to you and sincerely hope that your study
of it will result in your support. It will mean that In Virginia we will be able
to use our State funds to earn Federal vocational rehabilitation funds for the
provision of services to persons other than those who are covered by social secu-
rity and use social security trust funds in the rehabilitation of those who are dis-
abled beneficiaries of social security.

I will be more than pleased to provide you with any additional information you
may desire. I am taking the liberty of sending a copy of this letter to Senator
Robertson and Senator Fulbright with the request that they also study the pro-
posed amendment and join you in support of it if they are in agreement with the
l)rinciple involved.

Sincerely yours,
Dox, W. RUSSELL, Director.

PAYMENT OF COSTS OF REHABILITATION SERvIcEs FRo. N TRUST FUNDS (AxN
AMENDMENT TO r. 6675)

Section 222 of the Social Security Act is amended by redesigniating subsections
(b) and (c) as subsections (c) and (d), respectively, and by insirting after sub-
section (a) the following new subsection:

"Costs of rehabilitation services chargeable to trust funds
"(b) (1) For the purpose of making vocational rehabilitation services more

readily available to disabled individuals who are (A) entitled to disability insur-
ance benefits under section 223, or (B) in a period of disability under section
210(1) or (C) entitled to child's Insurance benefits under section 202 (d) after
having attained age 18, to the end that savings will result to the trust funds as a
result of rehabilitating the maximum number of such individuals into productive
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activity, there are authorized to be transferred from the trust funds such sums
as may be necessary to enable the Secretary to pay the costs of vocational re-
habilitation services for such individuals, including necessary costs of adminis-
tration, except that the total amount transferred from the trust funds under
Ibis subsection in any fiscal year may not exceed 2 percent of the benefit pay.
meats certified in the preceding year pursuant to section 202(d) for children who
have attained age 18 or pursuant to section 223.

"(2) In the case of each State which is willing to do so, such vocational re.
habilitation services shall be furnished under a State plan for vocational re-
baHilitation services which-

"(A) has been approved under section 5 of the Vocational Rehabilitation Act,
"(B) provides that such services will be furnished with reasonable prompt-

ne.ss to any such individual in the State to the extent funds provided under
olis subsection are adequate for the purpose and, in case such funds are not
adequate to provide such services to all of them, shows the order to be followed
ir, selecting those to whom such services will be provided, such order to be
based on criteria formulated by the Secretary which take into account the
relative effect upon the trust funds of providing such services to such individuals;
and

"(C) provides that such services will be furnished to any such individual
without regard to (i) his citizenship or place of residence, (it) his need for
financial assistance except as provided in regulations of the Secretary In the
case of maintenance for an Individual living at home while receiving rehabili-
tation services, or (ill) any order of selection followed under the State plan
ptir.mant to section 5(a) (4) of the Vocational Rehabilitation Act."(3) To the extent that vocational rehabilitation services cannot be pro-
vided to any such Individual in any State under a plan of such State which
meets the requirements of paragraph (2), the Secretary may provide such serv-
Ices by agreement. or contract with other public or private agencies, organiza-
tions, institutions, or Individuals.

"(4) Payments under this subsection may be made in installments, and in
advance or by way of reimbursement, with necessary adjustments on account
of overpayments or underpayments.

"(5) Money paid from the trust funds under this subsection for purposes of
providing services to individuals who are entitled to benefits under section 223
or who are within a period of disability under section 216(1) shall be charged
to the Federal Disability Insurance Trust Fund, and all other money paid out
from the trust funds under this subsection shall be charged to the Federal Ol
Age and Survivors Insurance Trust Fund. The Secretary shall determine
according to such methods and procedures as he may deem appropriate

"(A) the total cost of the services provided under this subsection; and
"(13) subject to the provisions of the preceding sentence, the amount of such

cost which should be charged to each of such trust funds.
"(0) For the purposes of this subsection the term 'vocational rehabilitation

services' shall have the meaning assigned to it in the Vocational Rehabilitation
Apt, except that such services may be limited In type, scope, or amount in
a.cordance with regulations of the Secretary designed to achieve the purposes
of this subsection."

ir.ooFtmEt.n, CON N., April 27, 1965.
lion. ThOMAS J. DODD,
U.S. Senate, Wash ington, D.C.

DEAR SENATOn DODD: I am writing you to express my strong opposition to cer-
tain provisions of the omnibus social security bill and to urge you to work for the
liitinftion or modification of thcse provisions.
As far as title XVIII, part A, is concerned, I fall to see the Justification for

providing through increased taxes compulsory hospital Insurance for persons
over 65 regardless of whether they want, need, or can Mfford to pay for this type
of coverage. Surely there Is no need to push already high taxes still higher
by providing unneeded benefits.

Part B of title XVIII, providing coverage for'physician's fees, does so In part
fthrough Government subsidy. In other word,9, the Government proposes to
offer insurance covering certain medical expenses in direct competition with the
very same private insurance firms which are being taxed to provide revenue from
which subsidies may be paid. How indeed can this perversion of the free enter-
prise system be Justified?

47-140-65-pt. 2----48

7-Jimbo - .-- - - - - , L . . - .
Qw-
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Finally, as I understand it, the bill will provi'le disability income benefits
without the present limitation of a 6-month waiting period or of a requirement
that disability be of the so-called permanent type. This would not only increase
enormously the amount of benefits payable but would also increase the possibility
of abuse. Furthermore, there appears to be nothing In the present bill to
prevent its duplicating the benefits provided by workmen's compensation.

If these provisions are allowed to remain, the present bill would, in my opinion,
contain very serious defets. I would appreciate your letting me have an expres.
sion of your opinion on these matters.

Very truly yours,
TIMOTnY W. GOODRICH II.

TiHE NEW YORK ACADEMY OF MEDICINE,
New York, N.Y., A1ay 11, J965.

Re H.R. 6,375.
Hon. HARR" P. BYRD,
Senate O1cc Building, Washington, D.C.

MY DEAR SENATOR BYRD: The New York Academy of Medicine desires that the
elderly shall have adequate, high-quality medical care. For some time there
have been provisions for the indigent elderly; more recently, through MAA,
medical assistance was extended to the medically indigent. For 4 years the
academy's committee on public health has deliberated upon the ways and means
of providing medical care for the medically Indigent among the elderly.

With the introduction and passage In the House of H.R. 6675 the academy has
carefully studied its contents:

First, the academy notes that coverage of the services of medical specialists
in the fields of pathology, radiology, physlatry, and anesthesiology is consplcu.
ously excluded under the hospitalization porgram. This exclusion would have
a number of adverse effects. The most serious are (1) substantial reduction
in the benefits that aged beneficiaries will receive; and (2) profound disturbance
of the existing relationships between hospitals and physicians with ultimate
repercussions on the public.

The academy therefore strongly supports amendment 79 introduced by Senator
Douglas which would make the costs of these services reimbursable under the
hospitalization plan.

The remainder of the academy's comments pertain to those parts of the bill
entitled "Medical Assistance Programs and Health Care."

The academy would emphasize its conviction that MAA will have conltilued
importance as a backup after the benefits under the hospitalization and health
insurance plans have expired.

From the Inception of MAA, the academy expressed the desire that this program
become effective. It published two reports on MAA, one shortly after it wais
enacted and the other in 106, following a review of 3 years' experience with it.
In both reports the academy recommended steps for its Improvement.

From the record of MlAA, the academy was concerned over the reported misuse
of its benefits for those for whom they were not intended, particularly OAA;
and underuse by those for whom they were Intended.

To remedy the former defect, the academy recommends that the language of
the bill clearly specify the intended beneficiaries.

As for the second defect; namely, underutilization, the academy is aware that
a number of conditions contributed to it. One of the foremost was the basis of
eligibility. Th(, academy strongly recommends that in the determination of
eligibility, medical expense as well as resources should be taken into account.
For it is the academy's belief that illness should not impoverish.

Shortly after MAA was enacted, the academy recommended that the Federal
statute should provide that MAA, together with &A other medical programs that
were being or were to be administered by welfare departments in States should
be transferred to health departments or State agencies for medical care in
which physicians would be in authority and control. In this transfer of author-
ity it should be emphasized that determination of eligibility should also be under
the authority of physicians. Events have borne out the need for this action.
To the academy It seems no more logical to have social welfare administering
medical programs than It would be for health depa,-timnts to be administering
welfare programs. Yet, H1.R. 6075 expands, consolidates, and entrenches medics
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programs under welfare departments. In the opinion of the academy, this Is a
most unwise step.

The academy therefore reaffirms Its recommendation that all medical and
health care programs should be unified under medical administration. Policy
and operation of these programs should be the responsibility of medical adminis-
tration In health departments or medical care agencies.

The New York Academy of Medicine strongly urges your consideration of
these recommendations and their incorporation in 1I.R. 6675.

Very sincerely yours,
CLAIiENOE H. DE LA CHAPELLE,

Vice Pre8idcnt.

HOUSE OF REPRESENTATIVES,
Wa8hington, D.O., May 12, 1965.

lion. HARnY F. BYRD,
Chairman, Senate Finance Con i fttee,
2227 New Senate Offlce Building,
Washington, D.O.

DEAR M. CHAIRMAN: I regret that it has not been possible for me to appear
before the Senate Finance Committee to testify in favor of S. 1125 and H.R.
2465, to amend the Social Security Act.

However, I do want the committee to know that I am strongly in favor of
amending H.R. 0075, to provide that a beneficiary shall not lose his or her entitle-
ment to social security benefits by reason of marriage or remarriage which
occurs after the age of 62.

I am sure there would not be a large number of cases in this category but I do
feel that an Individual is entitled to social security benefits after the age of
09, regardless of whether or not they marry. Ofttimes such benefits are the sole
income for the new couple who are unable to obtain lucrative employment.

I am sorry this amendment was not inserted in H.R. 6675 by the House Ways
and Means Comnittee but I respectfully urge your committee to adopt the pro-
visions of H.R. 2465 and I am confident that the House would go along with this
change.

Thank you for your consideration in this matter, and with warmest regards,
I Ril

Sincerely,
SAMUEL N. FBEDEL, Member of Congress.

STATE OF MICHIGAN,
CRIPPLED CHILDREN COMISSION,

Lansing, Aich., May 5, 1965.
lion. PHILIP A. HART,

U.8. Senator,
,Scnate Offlce Building,
Washington, D.O.

DEAn SENATOR HART: I am writing In regard to H.R. 675. Spetion 1901 of
the bill provides for medical assistance on behalf of families with dependent chil-
dren. Section 1902 provides that the administration of this medical assistance
shall be the responsibility of the State agency which administers health Insur-
ance for the aged. In Michigan this Is the State department of social welfare.

The Michigan Crippled Children Commission urges that the bill be amended
so that section 1902 would allow the State an option as to which State agency
will administer this part of the program.

Since 1927, the Michigan Crippled Children Commission has provided medical
care to children of indigent and medically indigent families. This care is pro.
vided under the Afflicted Children's Act of the State of Michigan. Tile Governor
has approved a budget request of $5,400,000 for this purpose for the next fiscal
year. H.R. 6675 would appear to require that care of children IroLA mNdically
indigent families would become the responsibility of the department of social
welfare if Federal funds are accepted for this program.

The care provided by the commission Is medically administered. The director
of the commission is a physician with training and experience in public health.
ITP 14 assisted by five physicians who serve as medical coordinators for regions
of the State. They have direct contact with the physicians who care for the
(Aildren and have access to the children when they are hospitalized. They also



1198 SOCIAL SECURITY

work with local health departments who provide case finding and followup sery.
Ices. Because of this, we believe that we are able to Influence quality of care to
a greater degree than if the program were administered by a welfare agency.

Our work is strengthened by the fact that we also administer the State crip.
pled children's program. There is transfer back and forth between the two
programs and we believe that the care of acutely ill and chronically ill children
by one agency strengthens services to both.

We are also concerned that if our program becomes welfare directed Its sery.
ices would be limited to children of Indigent families, and the children of medl.
cally indigent faniilies, whom we now reach, would no longer be served.

I would appreciate anything you can do to have section 1902 of H.R. 6675
amended so that the decision as to which agency would administer medical assist.
ance to families with dependent children could be made at the State level.

Either I or Dr. 1Rice, the director of the commission, would be glad to meet
with you to discuss this problein or send you any additional information you
would like to have.

Sincerely,
MARTIN Fi.EMINa, Chairman.

MISSOURI STATE MEdOAL ASSOCIATION,
St. Louts, Mo., May 11, 1865.

Senator HARRY BYRD,
Chairman, Finance Com)nzitCec of the Scnate, Scnato Office Building, WIashing.

ton, D.C.
DEAR SENATOR BYiD: On behalf of the nearly 4,000 physieilan members of the

Missouri State Medical Association, I wish respectfully to register oppoKsition
to H.R. 6675 now under consideration by your committee, with regard to the
proposal for a system of health care benefits under social security.

As physicians who daily serve the needs of the sick, we are seriously "on.
cerned about the adverse effects this proposal would have on our patients and
the public In general. We feel it is a definite step toward interference with, if
not control of, the important personal relationships between the patient and his
physician, the hospital, and the other health personnel necessary for his care.
We feel this approach, ting health care services to the social security system
to provide benefits for all regardless of need, is unnecessary, far too costly, and
at dangerous departure from the traditional and proven American philosophy
of independence whenever possible and assistance when necessary.

We are not unmindful of the fact that soine of our elderly do face difficulty
in financing health care. We favor and have supported providing help where
help is needed. Tie Kerr-Mills law has given us the major vehicle with which
to do this and Kerr-Mills progranis can and are working throughout the Nation
to solve these problems. In opposition to H.R. 6675, we favor strengthening the
Kerr-3ills law in this session of Con- ss, and are supporting the further ex-
pansion of our State program by the ,,islture here In Missouri.

In some aspects, of course, II.R. 60-75 g,,,s beyond provision of a social secu-
rity-based program of health care for tim i,.derly. One of these is the inclusion
of self-employed physicians under the s(, security retirement program. This,
too, the doctors of Missouri oppose, sit, physlclans generally feel capable of
providing for their own later years, an(i i most cases continue to serve their
patients beyond the usual retirement age.

Finally, I would like to add a word :Lnft the inclusion of the professional
services of physicians in the specialties (of i(HiIlogy, pathology, anesthesia and
physlatry in the "voluntary" section of I1. 6675, the section dealing with i-
surance for physicians' services. Althougl we emphasize our opposition to the
health care proposal as a whole, it is entirely proper that the services of these
specialties be classified with those of all other physicians. It would be entirely
improper to classify them as hospital ,services.

The personal services given by the physi ian in the practice of radiology,
pathology, anesthesia or physiatry are prof( sional medical services. They are
not institutional services, hospital or other, . They are human services made
possible only by the training, knowd,.Age, -jdgment and skill of the physician
and they should be classified as su(ch.

In view of the magnitude of the ..,,igers inherent in the proposal, the
physicians of Missouri urge that tim .,ih l security health care provisions of
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II,1. 6675 be rejected by the Finance Committee of the Senate and hope, instead,
that the committee would call for expansion of the Kerr-Mills law.

Sincerely yours,
PAUL R. WIIITENER, M.D.,

President.

LOCAL JOINT EXECUTIVE BOARD OF NEW YORK CITY,
HOTEL AND RESTAURANT EMPLOYEES AND BARTENDERS

INTERNATIONAL UNION, AFL.-CIO,
New York, N.Y., May 10, 1965.

Senator HARRY F. BYRD,
Chairman ,onate Finance otntitni tee, Senate Office Building,
Washington, D.C.

DEAR SIR: On behalf of the 70,000 members of the Local Joint Executive Board
of New York City, Hotel and Restaurant Employees and Bartenders Interna-
tional Union, AFI-CIO, and of the 12,000 captains, waiters, waitresses, busboys,
and other dining room employees represented by Dining Room Employees
Union, Local 1, an affiliate, we urgently appeal to you to approve section 205 of
S. 1, as passed by the House of Representatives. Section 205 proposes t) right
a wrong which has harmed tipped employees for many years, for this type of
employee tips count as wages for withholding tax purposes but don't count as
wages for social security purposes. As a result, upon retirement tbese workers
qualify for social security benefits substantially inferior to those of other workers
who pay the same taxes. The difference in the rate of benefits may mean the
different between economic survival and destitution in old age. The same applies
to the survivors, the widows and the orphans, when the head of the family dies.

In connection with this appeal we respectfully wish to bring to your attention
the following:

1. The opposition to this bill comes almost entirely from employers. However,
a considerable number of employers have expressed support for this bill out
of a sense of fairness toward their employees.

2. A small number of employees have been induced to write to your committee
in opposition to the bill. This Is the result of a propaganda campaign launched
by the National Restaurant Association and similar employer groups. This
propaganda is a mixture of deception and coercion.

For instance, waiters are warned that if the bill passes they will have to pay
higher income taxes. This is not true. The only difference will be that waiters
will pay taxes on tips on a pay-as-you-go basis as they now do on the wage por-
tion of their earnings. Waiters and other tipped employees are also told that
under the provisions of section 20.5 they will have to empty their pockets in the
presence of proprietors or managers, every night before going home; another
glaring untruth.

Consequently isolated expressions of employees' opposition should not be re-
garded as representative of waiters and other tipped employees as a class.

3. The opposition to this bill is based on a complaint of too much bookkeeping
and excessive cost. As to bookkeeping the complaint is grossly exaggerated.
Surely a bit of bookkeeping is no reason to deprive so many workers of such
vital benefits. As to cost, the additional social security taxes involved will be
no higher and no lower than every other employer pays. As a matter of fact
employers of tipped employees have enjoyed an advantage over other employers
for many years.

4. The suggestion has been made by the opponents that waiters be treated
as self-employed persons. This Is a contradiction in terms of an absurdity.
Waiters are not self-employed; they work for employers who pay them wages,
regulate their hours of work, hire or fire them, and decide their conditions of
employment. The ridiculous attempt to classify them as self-employed has only
one purpose, to shift the entire cost of social security on the employees.

G. Tips have been recognized as wages for social security purposes for certain
categories of waiters for several years. These are waiters whose tips are fixed
in an agreement between the employer and the guest and are paid by the guest
to the employer and by the employer to the waiter. Whynot cover all waiters?

hundreds of thousands of waiters and other tipped employees throughout the
country look up to your committee for justice in this matter., You have it in your
hands to help these workers and their families enjoy the blessings of our demo-
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cratic society as they meet its obligations. Please undo tlis injustice and grant
to these hard-working citizens the sante rights as are enjoyed by all other
American workers under the Social Securlt Act. Approve section 205 of S. 1.

Sincerely,
DAVID SIFOAL,

Pre-idcutt, Joint Board and Prcident, Local 1.
A. SusI,

Seoretary.T2rca8urer, Joint Board.
ID. SARNI ZUCCA,

Secretary, Local 1.

SANTA FE, N. MEx., May 12, 1065.
Senator HARRY BYRD,
Senate Offle Building, Washington, D.C.:

The House of Delegates of the New Mexico Medical Society this date voted
unanimously Its opposition of coverage of professional services of certain medical
specialists under title 1 of H.R. 6675.

OMAR LOANT, M.D.,
President, New Mexico Medical Society,

STATEMENT OF S. CoOPER DAWSON, Ja.; CHAIRMAN, GOVERNMENTAL AFFAIRS
CoMMIrEE OF AMERICAN MOTOR1 HOTEL ASSOCIATION

My name is S. Cooper Dawson, Jr.; chairman of the Governmental Affairs
Committee of the American Motor Hotel Association, the national trade associa.
tion of the motel Industry of the United States. We have 42 affiliated State
associations with a membership of about 10,000 motels.

This statement is being filed following testimony by Leslie W. Scott of the
Government Affairs Committee of the National Restaurant Association presented
to the Senate Finance Committee on Tuesday, May 18, 1965. The position of the
motel industry of the Nation regarding section 313 of 1I.R. 6675 is almost Identical
with that of the restaurant Industry.

If section 313 is enacted; motel operators will, for the first time, be required
by law to withhold and pay from funds over which the employer never has
possession, custody or control-and of which he does not even have knowledge.

The provisions of section 313 of H.R. 6675 requires that employees report their
tips In writing to their employers at regular intervals probably as often as every
week. It requires employers to record social security and Federal income taxes
due on tips reported from the wages to the employee. The employer is required to
match the social security contribution of each of his employees. Some motel
employees are in the nontip category. A great number, however, are tipped
employees especially where motels operate restaurants, bars, and offer facilities
for social and recreational events. We have contacted our State associations and
inade spot checks with hundreds of motels over the country and they are almost
unanimous in their objection to section 313 of H.R. 6675 for the following reasons:

(1) Employee morale would suffer.-Employees will resent reporting their tips
to their employer. They often feel the "boss" has a hostile interest in the subject
of tips because in their minds, if the employer knew how much tips amounted to,
lie might try to reduce wages. Also, many employees consider the amount of their
tips a completely personal matter. They won't even discuss tips with fellow
employees or even their families. The amount of tips is one of the best kept
secrets of our industries. Even the Government often has trouble discovering
the amount of tip income and the Government is not dependent on the waiter's
good will for its continued success. Our people are dependent upon that good will
and we do not want to invade this area of their privacy. Employees know they
must now report all Income to the Government. This they understand. They
will not understand why they have to report tips to their employer.

(2) Sfmaller payoheok mean lower tnorale.-For many employees, tax on tips
means a tax receipt iistead of a paycheck. This is because their tips greatly
exceed wages. For most tipped employeeR, tax on tips means at least double the
amount presently withheld. A person with weekly wages and tips of $40 each
now has $5.35 withheld. Enact tax on tips and this goes to $12.98 weekly next
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year: more than double takon out. Tilm vary but a paycheck Is steady. It can
! e relied on. But take too much money out of it to pmy taxes and the paycheck
joses its significance. On payday the employee forgets his tips. Give him a low-
vuycheck and morale drops. Low morale can inean low sales.

(3) Prcsstiro on employer to pay all taxcs.-The employee gets accustomed
to a v(rtaiin paycheck. If It gets smaller, he thinks he Is getting paid less money.
lie will want the employer to reimburse him for what he loses In extra taxes.
The employees (10 not want to lose ay money. When they pay extra taxes
jhwy will want extra income. They will ask for more wage to cover the extra
withholding. 'Many will quit if they fall to get it. In any ease, tie pressures
for higher wages will be great If tax on tips pxaues. Employees want a sub-
stantlal imycheck and a substantial raise In pay will be required to keep take-
homo pay up if taxes on tips pa s. This will be the start of a campaign to
have employers pay all taxes because taxes would come from a fund (wages)
completely unrelated to the income taxed (ips).

(4) Tax on tips is expcnsive.-Even without pay raises to cover taxes, tax on
tips Is expensive. If tips reported amount to 15 percent of sales, section 813 of
I.R. 6075 will Immediately eat up over 13 percent of the profit of motels where
tipping Is practiced. This Is only the direct cost. Consider not only the indirect
cost of higher wages but also the cost of administering the Government's collec-
tion function. The bookkeeping burden would be tremendous. Many records
would have to be kept. Automated payroll processing would, in all likelihood, be
himpossible. This tremendous additional bookkeeping cost will also cut deeply
Ito profits-and there will be no corresponding increase In productivity.

(5) Employers cannot control this co8t.-You can fix how much you are will-
Ing to pay for food or labor or rent but you cannot fix how much you would be
willing to pay for tax on tip;s. Such a tremendous tax llibilty would be im-
i)osed on a basis of funds over which the employer has neither custody, possession,
or control. This would be a new concept to our law and a dangerous one.
Employers have no knowledge of the amount of tips received. They would thus
be entirely at the mercy of their employees as to the amount of tips reported.
Older employees could report high 'tips hoping to improve their retirement earn-
ing.q. The employer could not question the amount reported but lie would have
to match the social security tax due on what was reported. Wa have already
shown what this can cost. This cost is too high 'to be kept from the eml)loyer's
control yet there Is no way for him 'to control it,

(6) Credit for tips £8 possible nzow.-By agreement employers and employees
(-n provi(le for social security credit on reported tip Income today. Also a labor
contract now in olpration in New York City gives social security credit for tips
n an estimate of $1 per hour. The Government accepts this etimate. Nothing
In our law prevented the Social Security Administration from allowing 11ps to
count for social security purposes. It elected to promulgate a regulation ex-
cluding tip income from credit. Now the Social Security Administration wants
a law enacted. One's imagination cannot be strained to call tips wageo. A law
is needed.

(7) Tips are lh'- Sedf-eCmployfclit incom..-Tips are no more wages than in-
terest on a savings account or rental of a home. Tips are a different kind of
Ih-omie than wages. Wages are something you get from your eml)loyer. Tips
come from customers. Tips are a direct payment for a special personal service
rendered. Wages are for doing the work; tips for doing it well. Give poor
service and the employee expects to suffer a direct personal financial loss much
like the operator of a business. Tips are most nearly like self-employment and
not precisely like anything else we know but most nearly like self-employment
income. To give tips this treatment would cost employees only about $1.75 more
per week in taxes. This Is a small price to pay for doing things as they should
be done according to reason and good conscience.

Tips can be counted for social security purposes without any changes In exist-
ing law. To provide the most fair, practical, and equitable solution to this tip
problem would require a change in the law. That change would be to give tipped
employees the same benefits that are now given certain other independent con.
tractors. This would enable them to treat 'tips as self-employment income.

We respectfully urge that you eliminate section 313 from H.R. 6675 and pro-
vide for taxing tip income as a self-employment feature.
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NEBRASKA STATE MEDICAL AssocIATIoN,
Lincoln, Nebr., May 10, 1965.

Hon. H.ARRY BYRD,,
Ch airm an, Senate Finance Oommittee.
U.S. Senate, Washington, D.C.

DzAB SENATOR BYRD: The encloed resolutions regarding HI.R. 6675, were
passed unanimously by the House rC Delegates of the Nebraska State Medical
Association in session on Wednesday, April 28,1005.

The house has directed that these resolutions be forwarded to you and urges
that the' contents of these resolutions be implemented as they relate to 131.11.
6675.

Sincerely yours,
YANNETI[ NEFF, Executive Seoretary.

RESOLU':.ION

Whereas the voluntary supplemental health insurance plan and social security
amendments, H.R. 6675, has passed the House of Representatives and Is- now
before the U.S. Senate Finance Committee for public hearings and consideration;
and

Whereas the Nebraska State Medical Association is opposed to the principle
of Federal Government compulsory health-care financing through payroll taxes
in the social security system; and

Whereas the American Medical Association, the American College of Radiology,
the American Academy of Physical Medicine & Rehabilitation, and the College of
American Pathologists are on record declaring that the specialties of radiology,
pathology, anesthesiology, and physiatry are in their entirety the practice of
medicine and are not hospital services; and

Whereas the inclusion of these specialties in the practice of medicine as hospi-
tal services would result in nonmedical control of these specialties which In
turn would adversely affect the quality of health care provided to the people of
the United States: Be it therefore

Resolved, That the Nebraska State Medical Association, through its house of
delegates assembled in annual session, does hereby oppose any amendment to
HR. 667i or similar legislation which would include as hospital services
physicians services including the above specialties; and be it hereby further

Resolved, That copies of this resolution be sent to Senators Carl T. Curtis and
Roman iruska; and to Senator Harry Byrd, chairman, Senate Finance Commit-
tee; and Congressmen Clair Oallan, Glenn Cunningham, and Dave Martin; and to
Congressman Wilbur Mills, chairman of the House Ways and Means Committee.

Passed by the House of Delegates, Nebraska State Medical Association on
April 28, 1065.

RESOLUTION

Whereas many provisions of H.R. 6675 and particularly those listed below
socializes a portion of the practice of medicine and, if enacted, would be a power-
ful force to inevitably and completely socialize medicine; and

Whereas the people of Nebraska are unalterably opposed to socialized medicine;
and

Whereas the elderly who are in need of health care assistance already have a
mechanism for obtaining needed assistance through present local, State, and
Federal programs: Now, therefore, be it hereby

Resolved, That the Nebraska State Medical Association urges the Senate of
the United States in considering H.R. 0675 to:

1. Delete thse provisions from the bill which provides hospitalization, nursing
home and related care for everyone over 65, regardless of need, financed by In-
creased payroll taxes under social security.
. 2. Delete those provisions of the bill referred to as "Part B-Supplementary

Health Insurance Benefits for the Aged" which would put the Government in the
"Insurance business" for physicians services for any person ov,r 65 regardless
of need. . I

8. That the Senate provide for any Government assistance to be administered
through a State authority with Federal participation being limited to providing
Federal matching fVnds
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4. That the Senate provide for any Government assistance to be based upon
need as determined locally by a simple in.vomo certification; and

5. Delete compulsory participation of physicians in old-age, survivors, and dis-
ability insurance; and be it hereby further

Resolved, That copies of this resolution be sent to Senators Carl T. Curtis and
Roman Htruska, of Nebraska; and to Senator Harry Byrd, chairman of the Senate
Finance Committee; and to Congressmen Clair Callan; Glenn Cunningham, and
David Martin of Nebraska; and to Congressman Wilbur Mills, chairman of the
House Ways and Means Committee.

Passed by the house of delegates, Nebraska State Medical Association, on
April 28, 1905.

STATEMENT OF THE AssooiATIoN OF AMERICAN PHYSICIANs & SURGEONS

Mr. Chairman and members of the committee, we are pleased to have this
opportunity of submitting testimony against the Mills bill, II.R. 6675.

The Association of American Physicians & Surgeons represents ethical physi-
cians in medical economics, public relations, legislation, and freedom. Our ob-
Jective of "freedom" can be defined by stating that we oppose the socialization
of all segments of the economy just as vigorously as we oppose socialized medicine.
Eligibility for membership in the American Medical Association is prerequisite
for membership In AAPS.

We oppose H.R. 6675 because:
1. There is no need for a Government financed and controlled program of hos.

pitalization and medical care for the aged. According to the Health Insurance
Institute, health insurance for those over 05 years of age is now leading all other
areas of health insurance in terms of growth. By 1970, insurance actuaries esti-
mate -that the coverage of the aged will rise to between 89 and 90 percent The
Indigent aged now receive medical care without charge by the Nation's physi-
clans-as physicians always have done.

2. H.R. 6675 proposes a program of socialized hospitalization and medical care
for the aged. Since the Government will provide and control hospitalization serv-
ices and the financing thereof; since the Government will control the medical
services offered to the aged by-financing the subsidization of the insurance carriers
responsible therefor; the program is one of outright, unadulterated socialism.

3. Historical experience of socialized medical care in other countries indis-
putably proves that hospital and medical services have always deteriorated and,
therefore, it must be concluded that the socialized hospitalization and medical
care program, provided in H.R. 6675, will greatly reduce the quality of care
delivered to our people.

4. It will destroy the vitally important patient-physician relationship which
is so essential to the delivery of quality medical care. This will be true despite
contrary statements of proponents as will be pointed out subsequently.

5. The Honorable Durward G. Hall, U.S. Representative from Missouri, a
student of the legislation and well qualified in his dual capacity as a doctor
of medicine and a legislator to appraise the legislation, on April 9, 1085, in
Chicago pointed out some of the factors in H.R. 6675 which clearly point to a
deterioration of medical care:

(a) The basis for quality medical care is the voluntary relationship between
the doctor and his patient. This would begin to disappear as the Government
supplants the Individual as the purchaser of health services.

An obvious attempt has been made in this legislation to conceal the grant of
power which would be extended to the Secretary of Health, Education, and Wel-
fare, to interfere with administration and medical practice in participating
hospitals. But the power is in the bill, and its use by Government employees in
carrying out their responsibilities toward the expenditure of Government funds
cannot be doubted.

The result would inescapably be third-party intrusion in the practice of medi-
clue. The physician's judgment would be open to question by others not responsi-
ble for the patient's well-being. His diagnostic and therapeutic decisions would
be subject to disapproval by those controlling the expenditure of tax money.
Paradoxically, the physician's cooperation is absolutely necessary for proper
functioning of the law and certainly to avoid the abuse factor.

(b) As the Government begins to fix prices for services rendered--as indeed
it must to protect the put-lie purse--financial incentive would begin to melt
away.
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(c) The incentive derived from competition with one's peers, invariably the
spark which Ignites the flame of creative progress, would also fall, since rivalry
would be eliminated, by virtue of centralized direction, be it practice or all.
Important bedside research.
(d) As physicians and health facilities become more and more subject to in.

tervention In their Work by lay government employees, a decline of professionals
will be certain.
(e) The overutilization and abuse of a "free" service, to which everyone had

a "right," would result In increasing harassment, which could not fall to lead
to a form of medicine abuse factor and bed occupancy alien to these shores-
medicine on an assembly-line basis.

(f) Quality medicine would be dealt a further blow by the loss of able
entrants In the health field, because young men, viewing t profession umder
partial or total Government domination, could be exlcted to seek careers in
other fields. This has been the rule in other countries.

0. Congressman Hall, who has carefully studied this legislation and analyzed
its Implications, stated on April 9, 1905, that "Its true nature is one of subsidy,
coercion, and control. The Supreme Court, in 1942 in Vickard v. 1'iburn, said:
'It is hardly lack of due process of the Government to regulate that which it
subsidizes.' Despite the bold and brazen denial that authority is not granted
to control the practice of medicine or any agency providing health services,
the clever, fine print, falls to conceal the clear hand of Central Government
control. 'As approved by the Secretary,' 'in accordance with standards pre-
scribed by the Secretary,' 'as the Secretary may find necessary,' and, 'a utiliza-
tion review plan of a hospital * * * shall be considered sufficient * * * If it
provides * * * notification to the Individual, and his attending physician that
any further stay In the Institution is not medically necessary,' are the words
(in plain and naked language), of control."

7. By offering supplemental hospitalization insurance at $3 per month, this
program (H.R. 6675) presents a very grave threat to the survival of private
Insurance carriers. These are certain to experience a high cancellation rate
when those privately insured eligibles choose cutrate Government insurance
with premiums withheld from social security gratuities. A very high per.
centage of those eligible for benefits under H.R. 6675 are now covered by some
amount of private Insurance. Even Mr. Mills himself admits this cancellation
threat to the existing carriers.

8. By making the combination of benefits under workman's compensation
and social security so much more financially rewarding than wages of regular
employment, H.R. 6675 will undermine the rehabilitation efforts of physicians and
compensation insurance carriers.

9. Implementation of the socialized hospitalization and medical care provisions
of H.. 6875 would be the forerunner of a complete program of socialized hos-
pitalization and medical care for all citizens regardless of age. It is only
reasonable to presume that the millions of employed who will be taxed to pro.
vide benefits for others (the aged) eventually will demand that they receive
their share of benefits in return for the tax money which will be extracted irom
them. In view of repeated statements by such men is Reuther and Forand
that this Is only the beginning, pious denials by others mean nothing.

10. It has been estimated that the cost of H.R. 6075 for the first year will
amount to $30 for every man, woman, and child in the Nation. It has been
further estimated that a young person Just now starting to pay taxes into the
social security system cau expect to pay, chiefly as a result, of I.R. 0075 and
anticipated amendments, at least $20,000 before becoming eligible for any benefits
whatsoever. The extraction of this great sum from the Income of our workers,
when their needs are greatest, will impair their ability to provide food, clothing,
housing, and education fo: their families. Deprivation in these areas Is bound
to be reflected in the general state of mental and physical health.

11. H.R. 6675 calls for the compulsory Inclusion of physicians in the social
security system. This is discriminatory taxation because only 5 percent of
physicians retire and thus millions of dollars in taxes would be taken by force
from physicians and, In return, they would receive little or no benefits.

Members of the Association of American Physicians & Surgeons believe that
the American people of all ages (not only the aged) should receive the highest
quality of medical care it is possible to render regardless of the ability of the
patient to pay for such care. Under the U.S. system of private practice--with
freedom of choice of physician and patient kept Inviolate--the American people
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have been and are receiving the finest medical care in all tile world. No other
country has health records to match those of the United States. To our knowl-
edge--as previously pointed out-no individual is being denied quality medical
care because of inability to pay for it-regardless of age. This Is further Indica-
tion that there is no demonstrated need for the ill-advised provisions of I.R. 6075.

To destroy this system of medical care, which has provided the American
people with tile highest quality of medical care available anywhere in the world,
by imposing a system of compulsory socialized medicine on first the aged, and
then soon inevitably the entire population, would be a stark tragedy for the
Nation.

For these reasons, andi for many others presented to this committee, we urge
committee members to stand unalterably opposed to the Mills bill (H.R. 0675)
and back their convictions with their votes.

Respectfully submitted.
I. E. ANTnONY, M.D., President.

TitE U.S. PHARMACOPETA,
New York, N.Y., May 10, 1965.

lon. HARRY F. BYRD,
Chairman, Sena to Finance Oorninittee,
U.S. Senate,
Sena te Offlo Building,
Washipgi on, D.O.

DEAR SENATOR BYRD: We are pleased to respond to your invitation of April 29
to comment on the section 1861 (t) of H.R. 6675 wherein the terms "drugs" and
"biologicals" are defined.

We have studied the section in question and other relevant parts of the bill
with care and in relation to their bearing on the intended purposes of the proposed
legislation as a whole. We have tried to envisage how the definitions might serve
to implement the intent of the Congress and we offer the following comments on
the provisions with special reference to the U.S. Pharmacopela, for which the
abbreviation "U.S.P." is generally used. Actually, the U.S.P. and the National
Formulary may be considered together since they are both cited as "official com-
pendia" in the Food, Drug and Cosmetic Act of 1938. Furthermore, they are
complementary in the sense that their respective areas of coverage do not overlap,
and there is basically little difference in the criteria by which the choices are made
of the articles listed In each compendium. The Pharmacopela and the National
Formulary are revised completely every 5 years. Supplements, usually 2 or 3,
appear in the interval between publications of each new U.S.P. revision.

From Its inception in 1820, the Pharmacopela has adhered with constancy to
three objectives: (1) to select from the drugs in current use those that. are well
understood and established as representing the best teaching and practice of
medicine; (2) to standardize the names of drugs, and (3) to provide standards of
strength and purity for the selected articles. In a large measure, the National
Formulary has the same objectives in that it lists such articles as are considered
valuable In the practice of medicine but not included in the Pharmacopeia.

The advisory panels of physicians which aid the U.S.P. Committee of Revision
in making its selection of U.S.P. drugs include experts from practically' every
specialty of medicine. Each expert is highly respected for his knowledge of niedi-
clne and the care of the Ill. It is the high standing of these experts that lends
weight to the judgment that they render in respect to the choice of drugs that go
into the U.S. Pharmacopela.

The Pharmacopeia and the National Formulary, therefore, are useful as
sources of selective lists of drugs and this fact has rather wide application.
Surveys have shown that U.S.P. recognition is by far the largest single factor
in determining that a drug will be listed in a hospital formulary. On the
other hand, it has been a source of some embarrassment to the U.S.P. in the
past to have Ito list used to determine where an article may be sold, i.e., whether
restricted to sale from a pharmacy or permitted to be sold from a grocery store.

It has come to our attention that misgivings have been expressed over possible
shortcomings of these defiitions in 11H.. 6075 from the standpoint of allowing
payment for preparations that constitute mixtures of drugs, and for drugs that
have been recently introduced. It is quite true that the U.S.P. recognizes but
few mixtures; actually, only four mixtures of drugs are listed at present.
These are rational mixtures upon which physicians agree; specifically they
represent a formula of 10 vitamins in the amounts established by the National
Research Council as the minimum daily requirements, and combinations, re.
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spectively, of two forms of the antibiotic streptomycin, of equal amounts of three
sulfa drugs which are safer when so combined, and of -caffeine and sodium
benzoafe which form a soluble mixture that can be injected intravenously.

The physicians thfit make up the U.S.P. advisory panels generally frown on the
use of mixtures of fixed proportions on the grounds that they fail to meet the
individual needs of patients. The basis for the development and introduction
of a mixture of drugs does not invariably include considerations of convenience
or improved therapy. What makes their use important to the drug industry Is
the fact that each is unique and thus can be obtained as a rule only from a single
source. This feature confers on mixtures certain obvious advantages from the
producer's standpoint with respect to their promotion and distribution.

As for Including new drugs, the timelag between the Introduction of a drug
and its general acceptance and recognition varies and is bound to be shorter
in the future a, a result of the Drug Amendments of 1962. That is, whereas in
the past there have been examples of drugs having been discovered and placed
on the market within a year (for example, oxytetracycline hydrochloride, which
was discovered in 1950 and marketed later the same year under the brand name
Terramycin), all drugs now require longer study. In consequence, the drugs
will be much better known and understood by the time they reach the market
This will operate to the end that drugs of merit will be recognized much more
promptly both by a hospital formulary committees generally and the U.SP.

A source of concern, however, is the unavoidable delay between the time a drug
is "admitted" to the U.S.P. by vote of the U.S.P. Revision Committee and the time
that it becomes "official" through publication of U.S.P. tests and standards for
it. Also, a reasonable time, varying from a few weeks to 0 months, must be
allowed after publication before the standards take effect, i.e., the date after
which all interstate shipments must meet the U.S.P. standards in order to
comply with the Food, Drug, and Cosmetic Act. The drug chlorothiazide affords
an excellent example of the problem concerned here. Because the discovery of
chlorothiazide was a genuine "breakthrough" in therapy, the drug was subjected
to long and thorough study in the clinic before the customary and recognized
legal steps were initiated to put it on the market. In consequence, chlorothlazlde
was fairly well known and established by the time it went on sale about January
1, 1958. In view of this, it was "admitted" to the U.S.P. at a U.S.P. meeting
held on January 25, 1958, a fact that was promptly made public. However,
U.S.P. standards that could be considere1 "adequate" within the meaning of
section 501(b) of the Food, Drug, and Cosmetic Act were not immediately
available and could not be included in the U.S.P. Supplement that appeared
December 15, 1958. Standards were included in the next revision that appeared
in March 1960; however, strictly speaking, chlorothiazide did not become "official"
until October 1, 1060, the effective date of the 16th Revision of the Pharmacopela.
This was some 32 months after the drug had actually been "admitted" to the
Pharmacopela.

The officials of hospitalization plans meet this problem of timelag by allowing
payment for U.S.P. drugs from the time the litter have been voted admission to
the Pharmacopela. This suggests that the difficulties envisaged with respect
to the present draft of section 186(t) of H.R. 6675 might be overcome largely
by substituting the phrase "admitted to" for "included in" and making other
minor changes as needed. The definition might then read (the new wording
being italicized) :

"(t) The term 'drugs' and the term 'biologicals,' except for purposes of sub-
gection (m) (5) of this section, include only such drugs and biologicals, respec.
tively, as are admitted to the United States Pharmaopeia or the National
Formulary, or listed in * * *."

We hope that these comments and suggestions will be regarded as construc-
tive and will receive consideration by your committee in its deliberations.

Respectfully yours,
LLOYD 0. MILLER, Ph. D..

Director of Revision.

STATEMENT OF MARK M. JONES, PRETDENT, NATIONAL EcoNomO CouNcIL, IN0.

MEDICARE-A CRITICAL ASSESSMENT

This statement Is submitted on behalf of the National Economic Councl. It is
intended to present a critical assessment of HRX 6675, including its nature and
its prospective Impact. It is based upon material from numerous sources. It
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may sound negative because the assessment yields little that ts favorable to the
bill. It indicates that the medicare idea Is unsound and unworkable; that it is
illegal, unconstitutional, and subversive. In other words, it is not only a gigantic
fraud, but will produce a Frankenstein monster without parallel.

About the only hope left after such a review Is that maybe and if there is
anything in the pendulum theory of history, this extreme of extremes may more
quickly start a swing back toward sanity and responsibility.

This statement Is arranged to present specific points with respect to the bill
in four categories, as follows:

What It Is not.
What it Is.
Its effects.
What it ignores.

WHAT IT 18 NOT

Although 296 pages are used for H.R. 6675, and these are an almost impenetrable
Jumble of words, the following are some of the things medicare is not:

It is not what it is represented to be,
It Is not what It is believed to be.
It is not insurance.
It is not needed.
It Is not wanted, except by politicians, economic illiterates, and the Indigent

fringe.
It is not workable.
It is not medical care, but is limited to temporary hospital and nursing home

care.
WJI*aT IT IS

Medicare is a major feature of the plan.now well advanced toward establish-
Ing complete federalization of American life. It is a very important feature
serving to round out the structure of executive despotism.

It is tocontrol and regiment your doctor, your hospital, your nursing home.
and you. It adds greatly to the forces inducing the development of socialized
medicine.

It Is a device to federalize the Nation's hospital system by use Of Federal tax
funds paid to hospitals and nursing homes.

It is a means of making another big subtraction from the tax base together
with a forced increase In the nonproductive overhead In which it will result, thus
making the national economy more topheavy than ever.

It reflects a supreme contempt for the people on the part of its proponents.This attitude was once given expression by Harry Hopkins when, in referring to
the people, he said, "They are too damn dumb to Understand."

It is an attempt to tell the States how to manage their financial affairs, par-
ticularly because of the provisionn. requiring State contributions for medical care
of the needy.'

It is one of the most gigantic and cruel frauds ever perpetrated on a people.

The thinking behind medicare already has brought us close to being a nation
of moochers and panhandlers. We are told that the number of perverts and
dope addicts Is Increasing. rapidly. The crime rate also Is rising rapidly.

Medicare would provide a slick new way to put over Increased taxation.
Ultimately, it would deprive you of your right to choose your own doctor.
It would have immeasurably disastrous effects upon the hundreds of existing

health insurance businesses which operate successfully on a going-concern basis,
as well as upon the countless associations of mutual or cooperative nature also
operating in thisfield. , , I,

It would slow down and ultimately stop scientific progress in medicine and
medical care,

It would become one of the most outstanding examples of politicalization. of
the economy at the expense of productivity among the many others.

It Is estimated that medicare would cost $0.6 billion the Orst year.
The elephantlaels onto which the, medicare monstrosity -would be grafted

(IleaIthi Educatin, and Welfare) long since has-passed the pointof diminishing
returns so far as value and elflclency are concerned. Launched In 1937, onr the
solemn assurance that social security positively would solve the aging problem;
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It has degenerated Into a parasitic bureaucracy of 82,740 as of November 19GI
Under medicare, will It have 120,000 at the end of the first year, or 150,000?

It would place our already financially unsound social security in additional
jeopardy. Social security now has an unfunded liability or deficit of $320 billion.
To this, medicare, upon taking effect, would add an estimated $25 billion to $60
billion because some 18 million persona will automatically become eligible for
benefits, even though they have never paid any tax money to finance them.

It would soon Increase the total chargeable to it; hospital costs have been
rising at an average of 7 percent a year for the past 10 years.

It would require that a great proportion of the increased tax burden be carried
by those least able to bear It.

It would require many employees, taxed at the rate of 5.2 percent by 1971,
to pay more social security taxes than Income taxes.

It would force its so-called medicare on everyone (even the millions not now
covered by social security) and disregard the fact that at least 65 percent of the
aged already have made all necessary provision for themselves.

It not only would increase the social security tax of every wage earner, but at
the same time would reduce the purchasing power of his Income.

It would Increase prices and become one of the mightiest of all inflationary
forces among the many. It would accelerate the decline In the purchasing power
of the dollar, recently down to 35.6 cents in comparison with 1932.

It would put Government Into competition with citizens and private enter.
prise In a mighty way, and both by reason of Its colossal proportions and the
Gresham effect on enterprise of Government services, would steadily drive out
Incentives for private Initiative and build up an inefficient monopoly of proper.
tons without precedent.

It would also subtract great amounts from the tax base by reason of the
above.

It would be one more package of devices of degenerative character which
would enlarge and accelerate the already well-advanced trend toward standard.
ized mediocrity throughout life.

It would have a tremendous Impact on the lives of almost all of our people--
not just those over 65 who may avail themselves of so-called benefits. The im.
pact on young people would be Incalculable because of Its unsettling subtraction
from economic soundness and stability of the entire economy and because of its
automatic curtailment of the scope of their opportunities In life. It would have
a similar effect on the middle-aged.

The costs would fall on Individuals In the twenties, thirties, forties, and
fifties and throughout the years they work until they retire. Passage of this
measure not only would raise the rate of tax that must be paid by employees,
employers, and self-employed, but it would raise the level of covered wages
from the present $4,800 a year to $6,600 a year by 1973.

In the course of his employment until age 05, a young man who will be 21 next
January 1, under medicare would pay taxes totaling $15,469.90. If these pay.
ments were placed In a savings account paying 4 percent Interest compounded
quarterly, he would build up fund of $40,058.54 by age 65.

Because of a very liberalized definition of total disability that was slipped
into the bill in the House, largely without notice, just before It was ordered re-
ported, It would further weaken the State workmen's compensation laws. Under
the proposed law, disability would be paid an insured worker who has been
totally disabled for 6 calendar months even though it Is expected that he will
recover in the foreseeable future. Also, social security benefits would be pald
whether or not the disabled worker was receiving State workmen's compensa-
tion benefits; In other words, providing dual benefits. As sent to the Senate, the
bill also leaves open the question of who will determine the disability and how,
and who will determine when the disability ends.

By making Federal benefits available to more people--thousands and thousands
would be receiving Federal payments-it would reduce the incentive and desire
of States to keel) modern or Improve their workmen's compensation laws. It
would set up endless controversy among the Federal and State bureaucrats. If
social security should eventually replace State laws, It is expected ultimately
that employers might again be liable for personal suits by injured workers under
common law because Federal law does not provide this protection.

In an overall sense, one of medicare's supereffects would be, for those who
wish to see, a conclusive demonstration of the folly of the 16th amendment.
This was the omission from that amendment of a limitation on the power of
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tle Federal Government 'o tax. Parallel to this was the failure to lml;ose a
limitation on the powc.r to spend. There is now more than enough evidence to
prove to reasonable minds that large-scale spending and taxing by Government
can't really work in the interests of the people.

It would have effects that would subject 198 million people to the control and
domination of what would be a co-mbination of Frankenstein monster and
octopus of elephantine proportions which will serve admirably to accelerate
the achievement of Stalin's goal of making capitalism pay for Its own funeral.

WIAT IT IGNORES

Medicare ignores the overwhelming evidence of the spread of degeneration
through theI lational econowV. Signs of inflation now are apparent on every hand
1'he purpose of building up an executive despotism, for which the social security
system was in part designed, Included the expectation that the social security
card might ultimately be taken from anyone who offended the reigning despot,
and thus deprive the offended not only of the opportunity to speak as a free man,
but also of the opportunity to work.

It ignores the fact that it is one more delegation of power to the executive
branch of the Government, which already Is not able even to comprehend the
pyramid of powers for which it is responsible as well as the fact that the execs-
tive branch is incompetent to manage the duties, for which it is already respon-
sible.

It ignores the fact that it is another delegation of power to the executive
branch that extends the process of undermining the legislative branch and
pushes it still further toward servile impotence.

It Ignores the fact that all Government expenditures are overhead expen-
ses of the national economy; that overhead must be regulated with due rela-
tion to production and the income of the people; and that disregard of this
elementary fact has been one of the principal causes of the decline and fall
of previous civilizations.

It ignores the fact that Government expenditures In the United States-Fed-
eral, State, and local-are now running at an annual rate in excess of $200
billion; that this total exceeds 50 percent of the real product and is out of all
proportion to the essentials for maintaining a going-concern economy.

It ignol'es the fact that Government spending has been carried on reckless-
ly and without regard for income, with the result that the Federal debt alone
is in excess of $320 billion, on which carrying charges are approximately $11
billion a year.

It ignores the fact that a generation of experience has clearly proved that
Government management is incompetent, inefficient, indiscriminate, irrespon-
sible, and unreliable.

It ignores the fact that a recent national poll showed that 74 percent of
the Nation's adults favor the eldereare proposal of the American Medical As-
sociation, and only 14 percent prefer medicare.

How can a vote for medicare by a Member of the House or Senate be any-
thing other than brazen violation of his or her oath of office and an extreme
expression of contempt for his or her constituents, the Constitution, and the
country?

The whole thing is as dishonest as pouring water into milk.
It could only arise from the moral cancer at the political heart of the

Nation.

AMERICAN FAnRs BUREAU FEDERATION,
Wa8hington, D.C., May 11, 1965.

Subject: 11.R. 6075, social security ind medicare.
iOn. HARRY F. BYRD,
Chairman, Senate Committee on Finance,
U.S. Senate,
Washington, D.C.

)EAR SENATOR BYRD: The voting delegates of the American Farm Bureau
Federation at their most rent annual meeting In December 190-1, adopted
the following policy In reference to social security and medicare.

"We are opposed to any Increases In social security taxes beyond those al-
ready scheduled in the law and to any additional benefits, such as the pro-
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posed medical care program, which would require still further increases in
taxes. The need for medical insurance should be met by the expansion of
private insurance programss"

The medicare proposal as contained in II.R. 6675 takes an unparalleled step
toward involving an agency of the Federal Government iu the financing and
regulation of medical and hospital services and care rendered to individuals.

Here are some of the more Important reasons why we are opposed to H.R.
6675.

(1) We think it unsound policy for the Congresq to adopt a medical program
that will tax the poor to provide, In far too many instances, medical help for
persons who have sufficient means to finance their own needs. By establish-
ing an age limit instead of need plus age as the only qualifying criteria for
medicare, low-income families will be forced to pay medical expenses for those
who could afford to pay their own.

(2) It Increases both the rAte of tax and'the taxable base in order to fi-
nance the Government medical program. This Is a regressive tax and hits hard.
est those persons least able to pay.

(3) Further, guaranteeing hospitalization to all persons over 65, regard-
less of need or ability to pay, will overload the already crowded medical facili-
ties and hospitals.

(4) This legislation, if enacted,' will add a new and unnecessary tax load to
young wage earners and self-employed persons such as farmers. At a time
when farm costs are at a staggering level in relation to cash farm receipts, we
find It impossible to support a program that would nearly double the tax a farm-
er presently pays under the social security program.

We recommend that the Senate Finance Committee reject this proposal.
Please enter this letter as a part of the hearing record.

Sincerely yours,
Jonz-x C. LYNN,

Lcgislative Dircctor.

STATE.MENT SUBMITTED BY E. 13. WHITTEN, DIRECTOR, NATIONAL
REHADITAITATION AsSOCIATION

THE PROPOSAL

We propose that section 222 of the Social Security, Act be amended to permit
payment of the cost of vocational rehabilitation services for OASDI beneficiaries
from the OASDI trust fund., A proposed amendment accompanies this statement.
This proposal was made by the Advisory Council on Social Security In its recent
report. It is Justified in the following paragraphs.

REHABILITATION POTENTIAL

Many applicants for social security disability benefits have potential for voca-
tional rehabilitation. This potential is present In both denied and allowed cases.
It is best revealed by an Intensive team evaluation In workshop or other voca-
tionally oriented rehabilitation facility.

Under the regular procedures of the State-Federal vocational rehabilitation
program, 39,012 applicants for disability benefits were rehabilitated during a
5-year period ending June 30, 19064; 11,030 of this number were persons for whom
disability benefits had been allowed. - Beginning with 1,100 In fiscal 1959, the
number of allowed cases rehabilitated has been gradually Increasing, rising to
3.200 In 1964. On June 30, 1964, about 19,000 applicants were receiving or had
been accepted for vocational rehabilitation services under the State-Federal pro-
gram. Most of these are denied applicants.

The Vocational Rehabilitation Administration has research contracts with
Ohio State University, Tulane University, and Kenny Rehabilitation Institute to
determine vocational rehabilitation potehtlal through intensive team evaluation.
Cases are selected at random from the flies and Include both allowed and denied
cases. The official report of these studies is not yet available, but the following
facts have been revealed: 2,500 cases have been evaluated, equally divided be-
tween allowed and denied cases. Approximately 35 percent have been found to
have sufficient potential for vocational rehabilitation to warrant referral to the
State vocational rehabilitation agencies. This Is contrasted to 11 percent being
referred to vocational rehabilitation without this team evaluation.
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The Vocational Rehabilitation Administration estimates that a minimum of
15,000 to 20,000 can be rehabilitated each year, if adequate resources are available.

If the temporarily totally disabled become eligible for disability benefits, this
number could easily be doubled. It is particularly important that this "tel-
porary" group receive rehabilitation services promptly; otherwise many vill be-
conic long-term disability cases.-

EXPERIENCE OF PRIVATE CARRIERS

Congress might well consider the experience of commercial insurance com-
Panies in providing or purchasing rehabilitation services for their beneficiaries.
By making rehabilitation serVices available promptly, Liberty Mutual estimates a
saving of $42,000 on medical bills Plone on the average spinal injury case. Em-
ployee's Mutual estimates a saving of $2.4 to $4.7 million as a result of rehabili-
tating 27 to 35 paralyzed individuals. Nationwide Mutual has had similar ex-
perience with an experimental program. Initiated in connection with workmen's
compensation injuries, these rehabilitation programs are now being extended to
other beneficiaries, including the victims of automobile accidents. Since insur-
ance companies are frequently liable for long-term medical benefits as well as
pensions for permanent disability, their experiences are not directly comparable
to what might be expected under the social security program. The main point is
clear, however: prompt provision of intensive rehabilitation services saves money
for the carriers. It will do the same for the trust fund.

In summary, it might be said that evidence is accumulating that applicants
for disability benefits, both the allowed and the denied, have much more voca-
tional rehabilitation potential than was originally thought. Rehabilitation poten.,
tial is concentrated, of course, largely In applicants who are in the general world:
age. Evidence Is also accumulated to indicate that State vocational rehabilita.
tion agencies can'deal effectively with these individuals, but that an intensive
team evaluation is required in order to reveal the existence of such potential.
This evaluation is Important both to the agency which wilt be expending tax
funds to rehabilitate the individual and to the handicapped individual whose
morale is lifted immeasurably as the result of finding he has work potential ie
had not previously recognized.

ADEQUATE FINANCING NOT AVAILABLE

Adequate financing of vocational rehabilitation services for applicants for dis-
ability benefits (including intensive evaluation services) cannot be provided un-
der the State-Federal vocational rehabilitation program mechanism without as-
sistance from the trust fund.

The State-Federal vocational rehabilitation program operates under the Voca-
tional Rehabilitation Act, Public Law 505 of the 83d Congress. The definition of
a "handicapped individual" under this law is broad, and most of the allowed appli-
cants for disability benefits are probably eligible for services under this act, al-
though many may not be able to benefit substantially. The Federal Government,
within sums appropriated by Congress, reimburses State vocational rehabilita-
tion agencies for an average of about 60 percent of the cost of rehabilitation
services provided. Federal shares run from 50 percent in the higher income
States to 70 percent in the lower income States. The development of vocational
rehabilitation services under this program Is not uniform.

There is a wide variation in State per capita appropriations for vocational
rehabilitation services and, as a result, In the extent and depth of such services.
Although State agencies will continue to serve and rehabilitate limited numbers
of applicants for disability benefits without additional resources, these agencies
cannot be expected to provide on a uniform national basis the services that will
be required for this large group of handicapped individuals. In addition, most
vocational rehabilitation services under the State-Federal program are provided
on the basis of need, which mitigates against prompt comprehensive rehabilita-
tion in many cases. This would not apply to rehabilitation services provided
under the amendment to section 222 which we propose.

SAVING TO TiE TRUST FUND

Expenditures from the trust fund for vocational rehabilitation services for
applicants for disability benefits will result in a net saving to the trust fund.

47-140- 65-- l1t. 2-- -44
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The Vocational Rehabilitation Administration research contracts have revealed
that the cost of rehabilitating an allowed disability beneficiary is about $1,200,
which is near the avrage of all handicapped individuals rehabilitated by tile
agenc.y. This includes salaries and overhead expenses as well as case service
exlen(litures.

On the average, a disability beneficiary may expect to receive about $9,000 in
beiieilts, if he has no dependents. Benefleiary families, consisting of a disabled
worker, his wife, and one or more children, can expect to receive about $17,000
on the average. One successful rehabilitation, therefore, can result in savings
in benefit costs of from $8,000 to $16,000. Even if costs of rehabilitation should
prove to be considerably more expensive than is predicted, we can still say that
the rehabilitated Individual will save the trust fund from 5 to 10 times the
amount actually spent upon him.

Another way of stating this would be to say that if vocational rehabilitation
iigencies were able to succeed in rehabilitating not over 1 out of 5 to 10 individ.
uals upon whom they expend the full rehabilitation treatment, this would still
mean there would be no loss to the trust fund. Actually, l)rofessionals in the
field are confident that rehabilitation will be successful in from 40 to 60 percent
of the cases carried through to conclusion. This assumes, of course, reasonable
criteria for the selection of cases. These figures do not take into account the
fact that once rehabilitated the disabled person will actually be paying into the
trust fund again through payroll taxes. Most individuals not vocationally
rehabilitated will reap rich benefits in terms of ability to care for themselves.

If a) of these individuals could be rehabilitated by the State rehabilitation
agencies without the use of the trust fund, an argument might be made that the
provision of rehabilitation services from the trust fund is substituting expend-
itures from the trust fund for expenditures from other sources. Since it is
clearly Impossible t'at such services be rendered to large numbers of applicants
under the present State-Federal mechanism, it becomes evident that the provision
of rehabilitation services from the trust fund will be beneficial to the trust fund.
In fact, this appears to be the most promising avenue possible for eventually
reducing expenditures from the trust fund for disability benefits.

ADMINISTRATION

The provision of vocational rehabilitation services, to applicants for disability
benefits with trust fund financing (including intensive team evaluation) can be
administered cooperatively by the Vocational Rehabilitation Administration and
the Social Security Administration without disturbing the wholesome State-
Federal relationships existing between the States and the Social Security Admin-
istration and the Vocational Rehabilitation Administration.

The Vocational Rehabilitation Administration and the Social Security Admin-
istration have been considering for 2 or 3 years the benefits that might accrue
from payment of reliabilitntion costs from the trust fund. In so doing, they
have consulted with the State rehabilitation agencies, which administer deter-
minations under the existing program, with the National Rehabilitation Associa-
tion, and others concerned for the rehabilitation of the Nation's disabled people.
They have been able to work out a memorandum of agreement on how the two
agencies would work together in administering the program. It has been found
that there are no difficult barriers to setting up the administrative machinery
that would enable this program to go into effect immediately and operate
smoothly. State rehabilitation agencies concur in this conclusion. The Social
Security Administration would, of course, be responsible for establishing the
criteria for the selection of cases to be served. The Vocational Rehabilitation
Administration would be responsible for the supervision of the rendition of case
services to the individuals. In so doing, they would work within the existing
framework of State-Federal relationships, now firmly established and working
harmoniously.

SAFEGUARDS

Safeguards can easily be provided in law and regulations to assure an orderly
approach in the financing of rehabilitation services from the trust fund.

Everyone who has studied this problem recognizes that payments from the
trust fund should start on a small scale and be expanded as experience is gained
and results documented. In the beginning years, Congress might consider
whether it would be advisable to limit the percentage of the disability benefits
trust fund collections that might be expended upon rehabilitation services. The
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Soial Security Administration and lie States will set up criteria for the selection
of cases to be served. It seems reasonable that criteria established in the early
years would concentrate upon cases for which there is more than a reasonable
expectation that vocational reliabilitation will result. As experience is gained,
the program enu be expanded to include more individuals for whom the expect-
inicy for rehabilitation may be less sure. There apl)ears to be no reason why
this program cannot be administered successfully. The important thing is to
got it underway. Despite the contribution of research contracts to providing
a nsvers to many problems, the real answer will not come until a bold experiment
has been made along lines suggested in this statement.

PAYMENT OF COSTS OF REHABILITATION SERVICES FROM rRUST FUNDS

(An amendment to S. 6675)

Section 222 of the Social Security Act Is amended by redesignating subsections
(b) and (c) as subsections (c) and (d), respectively, and by inserting after sub-
section (a) the following new subsection:

"COSTS OF REHABILITATION SERVICES CifAMGEAnJLE To Tausr Fux'os

"(b) (1) For the purpose of making vocational rehabilitation services more
readily available to disabled individuals who are (A) entitled to disability insur-
ance benefits under section 223, or (11) In a period of disability under section
216(1), or (C) entitled to child's insurance benefits under section 202(d) after
having attained age 18, to the end that savings wiil result to the trust funds as a
result of rehabilitating the maximum number of such individuals into productive
activity, there are authorized to be transferred from the trust funds such sums
as may be necessary to enable the Secretary to pay the costs of vocational rehabil-
itation services for such individuals, including necessary costs of administra-
tion, except that the total amount transferred from the trust funds under this
subsection in any fiscal year may not exceed 2 percent of the benefit payments
certified in the preceding year pursuant to section 202(d) for children who have
attained age 18 or pursuant to section 223.

"(2) In the case of each State which is willing to do so, such vocational rebabil-
itation services shall be furnished under a State plan for vocational rehabilitation
services which-

"(A) has been approved under section 5 of the Vocational Rehabilitation
Act,

"(B) provides that such services will be furnished with reasonable prompt-
ness to any such individual in the State to the extent funds provided under
this subsection are adequate for the purpose and, in case such funds are not
adequate to provide such services to all of them, shows the order to be
followed in selecting those to whom such services will be provided, such
order to be based on criteria formulated by the Secretary which take Into
account the relative effect upon the trust funds of providing such services to
such individuals, and

"(0) provides that such services will be furnished to any tuch individual
without regard to (1) his citizenship or place of residence, (i) his need for
financial assistance except as provided in regulations of the Secretary in
the case of maintenance for an individual living at home while receiving
rehabilitation services, or (iMi) any order of selection followed under the
State plan pursuant to section 5(a) (4) of the Vocational Rehabilitation
Act.

"(3) To the extent that vocationl rehabilitation services cannot be provided
to any such individual in any State under a plan of such State which meets the
requirements of paragraph (2), the Secretary may provide such services by
agreement or contract with other public or private agencies, organizations, in-
stitutions, or Individuals.

"(4) Payments under this subsection may be made in installments, and in
advance or by way of reimbursement, with necessary adjustments on account of
overpayments or underpayments.

"(5) Money paid from the trust funds under this subsection for purposes of
providing services to individuals who are entitled to benefits under section 223
or who are within a period of disability under section 216(1) shall be charged
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to the Federal Disability Insurance Trust Fund, and all other money paid out
from the trust funds under this subsection shall be charged to the Federal Old
Age and Survivors Insurance Trust Fund. The Secretary shall determine ac-
cording to such methods and procedures as he may deem appropriate--

"(A) the total cost of the services provided under this subsection, and
"(B) subject to the provisions of the preceding sentence, the amount

of such cost which should be charged to each of such trust funds.
"(6) For the purposes of this subsection the term 'vocational rehabilitation

services' shall have the meaning assigned to it in the Vocational R1ehabilitation
Act, except that such services may be limited in type, scope, or amount in accord-
anco with regulations of the Secretary designed to achieve the purposes or this
subsection."

STATEMENT BY WILLIAM J. PEOPLES, M.D., COMMISSIONER, MARYLAND DEPARTMENT
oF' Purnio HEALTH, BALTIMORE, MD.

The Maryland Health Department has, for the past 20 years, been In the every-
day operation of administering and providing medical care to the indigent and
medically indigent public under Maryland's medical care plan. This plan orig-
inated as a result of Joint action between the Maryland Planning Conmdsslon,
the Medical and Chlrurgical Faculty of the State of Maryland and the Maryland
Department of Public Health.

The program provides for Inpatient medical care which is unlimited in terms
of hospital days and the length of stay depends solely on the medical and surgical.
needs of the patient The plan also provides for outpatient care In clinics of
recognized general hospitals. The larger part ofthe program, as far as volume iW
concerned, involves payment for services of private physicians, who give indigent
and medically indigent individuals care in their own offices and the patient's
home. Drugs, appliances, and other medical necessities are provided by the
program. The program also provides for dental work, prosthesis, restorative
types of dentistry and provision for eyeglasses. In addition to the program de-
scribed, the State of Maryland operates extended aftercare facilities In the form
of rehabilitation, chronic disease hospitals, and tuberculosis hospitals. The State
health department will, in a short while, begin paying for care In nursing homes
throughout Maryland that are licensed by this department. Funds provided to the
department of welfare are transferred by contractual agreement to the depart-
ment of public health to provide support, along with State funds, to the program.
Trhis overall comprehensive program extends throughout the State of Maryland
and the city of Baltimore.

II.R. 6075 does provide for the acute medical needs of individuals In general
hospitals and those who need convalescent care in nursing homes. The bill,
however, does not provide for those individuals who may need long-term hospital
care and extended periods of care in nursing homes or other types of afterenre
facilities. The provision of the bill which provides for 240 visits per year from
organized home-care services Is probably adequate. We feel, however, that the
individual who has, for instance, had an automobile accident with severe skele-
tal injury, who might be required to remain in a general hospital for several
month, would receive only partial protection for this type of long-term injury
and resulting disability.

Further, the bill does not provide anything in time way of payment for medica-
tion, and only under the insurance title of the bill, Is there provision for the pay-
ment of physicians.

Under the provisions of H.R. 6675, if an individual went into a general hospital
to undergo surgery for a nonmalignant tumor and remained for 31 days, lie
would Incur estimated charges of $2,375 for the cost of this spell of illness. The
basic medicare plan as proposed, would pay $1,217 of this amount; $552 would
be paid by the supplementary plan, leaving a remaining $006 to be paid by the
individual. In the case of indigent and medically indigent persons receiving
social security benefits this would constitute a severe financial burden, in no
way covered by the program. If the above illness vere extended to 3 or 4
months of general hospital care, payments would'be beyond the means of the
great majority since the insurance part of 11.11. 0675 does nlbt pay for any addi-
tional period of general hospital care beyond the 60.day provision.

There are several specifics that we would like to see changed or amended In
this bill. (1) The Secretary of the Department of Health, Education, and We]-
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fare is the only individual mentioned having authority for the administration of
this bill, However, it is left completely up to the Secretary as to which do-
partiment he will designate for administration at the State level, and possibly at
tl Federal level for day-to-day administration of the provisions of this tin-
portant bill. We would strongly recommend that. the department of health in
(neil State be specified as the department best. qualified to administer said pro-
gran in the various States. We would urge that such language be inserted
into the bill, or if this cannot be done, that the bill be so amended as to allow
the Governor of each State to designate that department which he believes best
equipped to administer the bill in his own State.

(2) There is mention of "reasonable cost of services" in the bill. In that
seciion pertaining to change in child health laws, the bill would not provide ade-
quate funds for the payment of the "reasonable cost of services" as defined
elsewhere to service crippled children. Unless the amounts of money appro-
priated are substantie1'.y increased, the result would be that decreased numbers
of handicapped children could receive necessary medical and surgical treatment
services because of increased payments required by the bill. Most States have
negotiated contracts with participating hospitals at far less than the daily cost
of services in that hospital for the care of handicapped children.

(3) There is also a section of this bill which denies payments for physicians'
services in hospitals such as pathologists, X-ray specialists8, and certain labora-
tory specialists. This Is diametrically opposed to the usual practice of hospitals
to employ physicians under negotiated contractual arrangement, to perform this
type of specialized and essential work in hospitals. Certain of these costs
should definitely be included in the cost of hospitalization. We feel that the
individual patient would not be able to pay these additional costs as well as the
deductibles already charged under the provisions of the bill.

(4) On page 125 of the bill, it is mentioned that by 1970 support of certain see-
tain sections pertaining to welfare programs will be completely supported by
Federal and State funds. If it is intended to completely eliminate local pay-
ments for certain welfare services included under the umbrella of this legislation,
I would recommend amendment to provide for local financial participation, giving
tile State ample authority to establish higher standards for the necessary wel-
fare services to their own citizens.

Further, we believe that the voluntary supplementary insurance plan in gen-
eral provides better comprehensive benefits than does the plan for medical care
under the social security title. We would suggest that If all individuals in the
United States are ultimately to be covered by some type of national medical
care insurance, that this would be better accomplished through a mechanism
similar to that providing voluntary insurance plan under 1.R. 075.

STATEMENT OF JOHN W. EDEI,MAN, PRESIDENT, NATIONAL COUNM, OF SENIOi.

CITIZENS, INC., WASHINGTON, D.C.

At the opening of this statement, the National Council of Senior Citizens wishes
to thank the committee chairman, Senator Byrd, for his kindness In inviting
former Congressman Aime J. Forand, the founder and president emeritus of our
organization, to be the first public witness in support of this bill at these Senate
Finance Committee hearings.

The distinguished former legislator from Rhode Island worked diligently
during his years in Congress to enact a bill to provide health care of the aged
through the social security system. And, when Alme Forand retired from Con-
gress because of ill health, he organized the National Council of Senior Citizens
on behalf of thousands of completely independent, widely scattered, older people's
clubs across the Nation. He established a national voice for them.

Many of these older people's clubs, and councils of clubs, supported Alme
Porand's early struggles on behalf of the Forand bill, and they now urge enact-
ment of what has become popularly known as "medicare" but by which we have
always meant the provision of hospital insurance for the elderly financed under
social security. Your committee has heard from the Council of Golden Ring
Clubs of New York which Is one of our affiliated organizations. The National
Council of Senior Citizens, in 4 years, has grown to represent more than 2,000 such
clubs with a combined membership of over 2 million.

Under the leadership of Alme Forand, the National Council 'of Senior Citizens
Jumped into the vanguard of those national groups which hatve sought to shed
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light-and not merely heat-on the desperate problem of providing health care
for America's elderly with dignity--without forcing proud oldsters onto relief
rolls. I am proud to have been elected president of the organization a year ago
wluni Aine Forand was forced to retire from active work with us-again because
of iII health.

Our club members in all States have helped the Members of this Congress comne
face to face with the bitter facts concerning the desperate neeiis of our older
Americans and they have acted always on the principle that health needs of the
aged affect the whole fatally and the entire community.

Many thousands of our club members have died since August 1961 when Ahie
Forand first raised the banner of this organization to fight for the kind of legis-
lation which is included in the provisions of 11.11. 6675 which is now before this
committee. Many more will die before the bill-if it passes Congress as en-
visioned-will go Into effect on July 1, 1960. They urge you to pass this bill to
help America's future.

I know of no member of the National Council of Scnior Citizens who was not
thrilled by the action of the U.S. Senate in adding medicare provisions to the
House-passed social security amendments which came up for consideration last
year and which, regrettably, omitted this urgently needed program. Had agree-
ment been reached in conference, this program could have started this summer.

However, we are tremendously encouraged by the far-reaching proposals for
Improvement of the health security of the elderly recently voted so overwhelm-
ingly in the House. We know it represents a victory for all of America-not just
the aged-for it will importantly benefit the economic security of the younger
workers who were trying to meet the problems of their children's education while
trying to assist their own aged parents to meet the spiraling costs of health care.

Before we ask your special concern for particular details of the comprehensive,
far-reaching measure which Is known as H.R. 6675, we wish to express our whole-
hearted support of the general provisions of the legislation and urge you to grant
It immediate favorable consideration.

We are deeply gratified that Its provisions for institutional care and related
benefits accept the extension of the proven principle of contributory social in.
surance. In this respect America will now be able to catch up with what the
industrial nations of Europe (lid for their elderly more than 50 years ago. Health
care becomes a matter of earned right.

We also support the bill's provisions to help pay the costs of physicians' services
and which use Federal funds to match premium contributions from the elderly.
We are grateful that this program recognizes it is appropriate to use funds from
general revenues to help pay the costs of health insurance without the appli-
cation of a means test.

The cash benefit increases in social security recommended by this bill are
desperately needed by millions of elderly-particularly by those more than 8
million aged whose only means of support comes from the social security system.

But the suggested increase is not enough. The recommended 7-percent raise
hardly keeps pace with the rise in living costs since the last general increase In
1058, and we believe that the recommendations of the Advisory Council on Social
Security for a 15-percent benefit increase would permit the elderly to share in
the advancing standard of the American way of life--Instead of (iragging
behind it.

Our affiliated groups in all States have been helpful In providing Information
which has helped us gage the effectiveness of the Kerr-Mills program of medical
assistance to the aged-and at previous hearings of this committee and other
committees of the Senate we have expressed our views concerning the Inade-
quacles of this program.

But the health insurance programs of this bill will relieve the partlepating
States from the major part of the heavy financial burden they are now carrying
in their efforts to meet the health costs of the elderly on an assistance basis.
We welcome the provisions of this bill which would combine additional Federal
aid with the State funds thus freed, to provide a more adequate MAA health
care program. However, we feel administrative responsibility for this program
might be better in health department,; rather than in welfare agencies.

However, this bill can stand some improvement in two particular areas In which
we feel very qualified to speak.

Our first concern is for the removal of the deductible and coinsurance pro-
visions. At the very time older people retire and experience drastical reductions
in income they find themselves faced with health care expenditures much greater
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tlan those confronting younger people. In fact, 0 out of 10 of those who reach
age 65 will be hospitalized at least once during their remaining years, an1d most
of them will go to hospital 2 or more these.

]lit the older people who enter hospitals are also the ones who will have large
other medical expenses. In 1962, for example, medhial care costs for all aged
coulells averaged about $442-but the medical expenses of those aged couples
whit one or both members hospitalized during the year averaged $1,220.

Why then, must we hit the aged who are hositalized-an( who are needing
physelians' care the inost-with these dlisrininatory deductible and eoilntraln('e
charges? In the section of the bill which is social security based there are
(ledutctibles of $40 for the first hospital day and $20 for diagnostic services.
Then, under the voluntary coverage for physicians' services there are a $50
deductible and 20-percent coinsurance provisions. This penalizes the poorest of
the aged-particularly those four out (if live aged benelleiaries who have been
found to be dependent on social security n,; their major source of income and
the one out of two beneficiaries for whom it is the only inconie.

If a sick elderly patient was treated by ]iis doctor, later given a diagnostih
examination and finally removed to hospial, 11e would be asked to pay $110
In deductibles and then additional unknow. sums to meet the 20 percent of the
physicians' and other services under the vol'mntary program. This might be too
heavy a burden.

The National Council of Senior Citizens IF happy to note the American llospi-
tal Association is on record before this committee as also being opposed to the
deductibles as confusing to old persons and able to deprive them of needed care.

It is also probable that for many of the sick poor the State assistance pro-
grams will need to pay these deductibles. A few days less hospitalization should
meet the actuarial requirements of dedvetlbles loss without serious effect.

The National Council of Senior Cltizons also supports the American Hospital
Association in its suggestion that provisions for outpatient diagnostic services
be expanded to cover accidental injuries Elderly persons are prone to falls and
other accidents which require X-ray er other diagnostic tests.

Many of our elderly are paying ai, Increasingly high proportion of their meager
incomes to purchase needed drugs which have been prescribed by their doctors
as essential for maintenance of their health standards. Some way must be
found to provide Federal assistance for doctor's prescribed drugs for the aged-
hopefully using generic or establIshed names for the prescriptions Instead of
fabulously high priced brand names.

We do not believe that profitmaking home health agencies should be permitted
to qualify for payment under the scelal security financed program for this would
open the door to exploitation of the aged who are too willing to sacrifice service
antI quality for financial gain. For this reason we urge that the provision limit-
ing payment to nonprofit agencies be restored.

Our final criticism of the social security health care section of the bill (,on-
cerns the payment of services for the hospital specialists. Originally part of
the King-Anderson bills S. 1 and 1M.R. 1, these fees have now been switched
to the voluntary insurance sector covering physicians' services. Tlils reduction
in benielits from the original plan is a serious matter to older people. They would
be forced to join the voluntary insurance program to get specialists' coverage at
all--and then they would be asked to pay 20 percent of these costs after a $50
deductible.

We understand that American Hospital Association and others have criticized
the specialists omission on many other grounds-princl)ally that it would require
disruption of medical care services that have developed over the years to a high
degree of efficiency and quality of care In hospitals. It would also perpetuate
and extend the piecework approach to assessing medical care costs-a decidedly
inflationary procedure. Directing hospitals to change their systems is obviously
direct Federal interference with customary hospital practice and should be
avoided-as should the introduction of any new admlnistrative procedure which
would Increase costs.

The National Council of Senior Citizens has had much experience working
with older Americans-and we must express some concern for the magnitude
of the task which faces the Social Security Admlnistratlon in reaching the
elderly with details of this great legislative measure when it wins congressional
approval.

Ve wish to remind this committee that many of our older citizens are con-
tinually confused by Government communications--all communications of this
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kind, no matter how well they are prepared. Moreover, this is an extremely
COml)licated piece of legislation. Social Security Admiihistration may have
problems getting the elderly to sign and return their papers signifying they
wish to authorize a deduction of $3 per month from their social security clecks
to pay their part of the premiums for the insurance plan for physicians' services.

It is our belief that much confusion could be prevented and much Fe!erai
Government tine, labor, and money could be saved if at least the current social
security beneficiaries could be automatically entered into the physicians pay.
meant plan, provided that they did not elect to drop out of the plan by March 81,
196G-the final date for acceptance.

Admittedly the Social Security Administration will still need to locate and
contact the elderly who are not on social security rolls to make arrangements
for their voluntiry participation and set up billing procedures-but this is a
much lesser task.

The bill is a legislative ilestone-and its imperfections can be further reme.
died by approaches of reason and good will whenever the hierarchy of the
American Medical Association will cease its senseless opposition.

We urge that the Senate Finance Committee speedily report this bill favorable
wIth the improvements we have suggested to make it Immediately one of the
greatest social boons of the century.

STATEMENT OF TIlE AMERICAN PunT.1c lIFALTrt ASSO0ATION, SUNMIrED BY
N. J. SWEARINOEN, DIRECTOR, WASHINGTON OFFICE

The American Public Health Association, representing the professional workers
who provide leadership and day-to-day services in public health programs across
the Nation, enthusiastically supports the enactment of H.H. 6075. Since 1058 our
association has urged and supported attempts to provide for adequate health
services to the oged and to other elements of our population with special health
needs.

We congratulate this Congress on its responsiveness to a growing countrywide
awareness of these national needs.

The competence, experience, and dedicated interest of our physician, dentist,
nurse, scientist, and medical care administrator members in the welfare of our
sick and disabled citizens qualifies us, we believe, to speak with authority regard.
Ing practical considerations in making this legislation work.

Volumes have been spoken and written over the past two decades on this
problem. The paramount point, however, Is that this must be a program good
for people. Such assurance is not now contained in this bill. We have for years
supported the concept of paid-up insurance to cover the health needs of the
elderly. I.R. 6675 is Intended to do this. Unfortunately, the motive and intent
of the bill outshine the bill itself, which seems preoccupied with financing and
quantity of services rather than with any assurance that the long neglected
health needs of these groups will be met with high quality services.

It Is a simple but annoying fact of life that the costs of health care almost defy
budgeting. It is not difficult to plan for food, clothing and shelter, but it Is
impossible to foresee all eventualities In relation to Illness and its medical costs.

This legislation or any other action taken by Government must in no way
impede progress toward better medical care. We agree with the espoused prin-
ciple that this bill should in no way supervise or control the practice of medicine
or the manner in which medical services are provided. But every effort must be
made to guard against creating a static situation or perpetuating and vastly
extending unsatisfactory methods of providing care. Naturally, this legislation
ought to allow room for innovation, for encouraging the Improvement of medical
care under our existing system of private medical practice. Additionally, full
utilization of existing competencies and skills should not only be encouraged but
guaranteed in order that the best of med!clne be forthcoming.

Good quality health care Is specific; it is tangible; it Is obtainable--but It does
riot just happen. Although most persons can adequately judge for themselves the
value of goods and services used in everyday living, the quality of health care is,
by its nature and sophistication, vastly more difficult to evaluate even by profes-
sionals trained and skilled In the science and art. Safeguarding the quality of
care to be given to the elderly, to the reciplenta of welfare medical care services,
to children, to all of the millions who are to be covered under this bill is equally
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important with assuring these persons care of some kind-be It good, bad, or in-
different. This can be achieved by due regard to a few practical assurances of
sound administration of these benefits.

We propose three simple amendments to 11.1. 6675 which are essential to Im-
prove the quality of services to be authorized by this legislation:

1. Part A of tie bill should be amended so that the services provided by as-
soclated speclalists-radologists, anesthesiologists, pathologists, and physlit-
rists-be restored as wia proposed in 8. 1.

2. Part B should assure full-service benefits, guaranteeing no additional charge
to patients for services rendered, and arrangements made so that other t0u11n
fee-for-service plans would be eligible for Inclusion.

3. The bill should be amended appropriately so that the skills and compe-
tencles of State and local health department will be utilized to the maximumn
degree feasible. This will insure that the quality of health care provided can
be continuously reviewed and improved, rather than resulting in the develop-
went of a vast, expensive parallel which would only duplicate an existing health
structure in government.

With respect to recommendation No. 1, we believe It would be a long step
backward and a clear disruption of an accepted manner of providing health c"r(
to require that the services of the hospital-associated specialists be excluded
from the hospital insurance programs. This bill should not determinle the ad.
nnitstrative relationships between hospitals and physiianVs. Sufficint latitude
for continuation of relationships of proved effectiveness and imaginative new
arrangements in relation to these and other specialties should te encouraged
so that continued improvement be possible. We join Secretary Celebrezze, the
Amierican Hospital Association, the AFI--CIO, and others In urging a return
to this sound concept.

With result to recommendation No. 2, we strongly urge protection against
an additional charge to patients for medical services. This practice , not un-
known with existing insurance programs, would defeat the highest intent of the
bill. In addition, it is essential to amend the present provisions under part B
so that coverage for health services on other than a fee-for-service basis will be
possible. The provision of the bill that payment be lased on a receilpted bill
or on the basis of assignment would exclude group health llans operating on a
capitation payment basis which have been responsible for many of the outstand-
Ing improvements in the quality of American medical service. Amendment of
this provision so that such groups would be included would protect advances
made in our systems of delivering medical care rather than set back the clock.

With result to recommendation No. 3, it is essential, If there is to be quality
control of the services authorized by this legislation, that, these new health
benefits be directed by agencies with appropriate health and medical experience.
It Is imperative to remember that, In the main, H.11. 675 authorizes only payment
for medical services. It should be axiomatic that medical services be adminis-
tered by a medically competent agency. We recommend as strongly as we can
that appropriate provision be made to mandate utilization of existing health
agency skills. Provisions should also be added to the bill to assist State and
local health departments to improve these competencies where they do not now
exist in the necessary degree.

The successes of health agencies in controlling disease, Improving health, and
extending our life span are almost unparalleled In recent history of public serv-
ice. These successful experiences, In both the preventive and administrative
fields, should provide the base for these proposed expansions and related health
services.

In addition to these three points of paramount Importance, there are several
other changes which would materially improve the bill.

We recommend Inserting in 11. ., 6675 that portion of the Kerr-Mills Act
whichdirects the Secretary, hIEW, to establish standards for medical services,
and further that the Secretary specifically delegate to the Public Health Seri-ice
and to the Children's Bureau responsibility to establish minimum Federal
standards. Both have had long expeelence in setting high medical standards.

Section 1902(a) (5) should be amended so that the State agency which ad-
ministers, or supervises the administration of, medical assistance shall be the
State health agency; and the local health authority or other appropriate local
agency currently administering maternal and child health services administer
medical assistancein such subdivision. This authority should apply to profes-
sloal Jnedlca!activitles; fqr equally cogent reasons, the responsibility for
certifying eligibility should belong to the welfare agency.
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Section 18644(a) should be amended so that the State health agency, where able
and willing, be contracted with.by the Secretary to (1) certify hospitals, ex.
tended care facilities, and home health agencies which meet the criteria estab-
lklied for such agencies; (2) provide consultative services to institutions or
agencies to assist them to qualify as hospitals, extended care facilities, or home
health agencies; (3) provide consultative services to institutions, agencies, or
organizations to assist In the establishment of utilization review procedures
which are required by section 1861(k) ; and (4) evaluate their effectiveness.
These activities require I,'ofessional training and experience and therefore
should be delegated to the State health agency.

It is esselitial that standards be established and protected in all portions of
the bill which relate to medical services, including parts A, and 13, the medileal
assistance portion, and the maternal and child health and crippled children's
portions. There must be available to the Secretary authority to set and enforce
standards applicable to personnel, institutions, and facilities, Including labora.
torles. There should be provision for the audit of services given as well as the
quality of institutional care. Adequate authority for the Secretary does not
now exist, especially in part B, and only appropriate amendment, as indicated
above, will safeguard and protect recipients.

There should also be provision enabling a State to set standards higher than
the minimum called for In this legislation. This applies particularly to the ac.
cleditation of hospitals. As written, the bill's language means that the Joint
Commission on Accreditation of Ilospltals-a voluntary organization not subject
to the control of the Secretary, HEW, to whom this responsibility is delegated-
is In effect setting maximum standards for certification. We believe this lan-
gunge shoul be amended to encourage higher standards of quality care.

Services mandated under the medical assistance program should be carefully
reviewed for their pertinency. The five services listed are not appropriate in
all instances, and we recommend that some flexibility be allowed to make these
more responsive, specifically to the needs of children.

We have reservations as to the necessity for the 3-day hospitalization require-
ment prior to care by a nursing home or home health agency. We recommend
that the operation of this aspect of the program be watched carefully and then
evaluated to see If change is indicated.

In the definition of a "carrier" (section 1842), there should be Inserted pro-
vision which would allow the State health care agency, responsible for coordl-
nating all State health programs, to be listed as one of those entities who could
serve as the carrier.

It must be pointed out to the committee that the amendments proposed to the
maternal and child health and crippled children's services Include payment of
"reasonable cost" for inpatient hospital care. We take no exception to this pro-
vision except to point out that unless the ceilings on annual appropriations are
Increased sufficiently, the effect of this change will be an increased unit cost for
care per child and fewer children can be cared for than at present. In every
instance where medical services are to be provided for children, the administra-
tion of the. programs should be assigned to the Children's Bureau.

The APHA has one overpowering Interest In testifying on this bill: To make
certain that this legislation shall provide really good health and medical serv-
ice. to the millions of Americans newly aided by the legislation. This Is no time
to "freeze in" unsatisfactory patterns of medical care, such as the obsolete and
discredited caliber of services frequently offered In the past to the Indigent, to
say nothing of extending them to new millions of deserving and expectant citi-
zens who have sought so long for so little. Rather. It can only be consonant with
the vision of a new Great Society that we offer to these respected and respectable
elders and to the children who will determine tomorrow's national productivity,
the best quality of health care which our science and technology new makes pos-
sible. We are sure that this committee and the Congress share our objective and
we hope these suggestions will be helpful in attaining our mutual goal.

NEW YoRK, N.Y., May 10, 1965.
Senator HARRY P. BYRD,
Chairman . Senate Cornmittee on Finance,
U.S. Nenate, Wa8hington, D.C.:

The National Association for Mental Health, by reason of its primary concern
for better care and treatment of the mentally ill, has examined the proposed

VZ ;&
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Social Security Aniendinents of 19(15 contained in 11.11. 6675 as passed by the
I louse.

We note that this bill In providing for improved medical care for the elderly.
continues to discriminate against the mentally ill, we feel that mental illness can
and should be covered on inuch the saiue basis as physical illness, and we there-
fore urge that all discrinination against the mentally iII be eliminated from this
measure.

We support the proposals for improved health care for low-income and pre-
school children through special project grants, as provided in the child health
aiflendiments; and the removal of limitations on Federal participation in public
assistance to aged individuals in mental Institutions, is provided in the public
assista-e amendments.

PHILIP E. RYAN',
Execu tire Director, National Assoclation for Mentat Health.

STATEMENT OF THE NATIONAL ASSOCIATION OF SOCIAL WORKERS

Mr. Chairman nind members of the committee, my name is Itudolph T.
l)anstedt, director of the Washington office of the National Association of
Social Workers.

The association which I represent has 45,000 members employed in public and
private health, welfare, and recreational organizations. A substantial number
of these members are employed in health programs as psychlatrlc and medical
social workers and in various phases of planning and administration of health
agencies including purchasers of health care such as welfare departments and
labor unions.

This statement is based upon policy positions In health, social insurance, and
public welfare formulated at the biennial delegate assemblies of our association.

The history of our support for health care benefits financed through contribu-
tory social insurance dates back to at least the time of the comprehensive pro-
posals made by Senators Murray and Wagner and Congressman Dlingell. We
welcome this opportunity to pay tribute to these great legisaltors who almost a
generation ago recognized that the social need for a system of health insurance
was r f equal importance with the system of old-age and survivor's benefits. We
pay tribute, also, to Congressman Aimee Forand for his pioneering efforts in this
area and to Senator Clinton Anderson and Congressman Cecil King for their
persistent efforts to protect older people against the costs of hospital care.

Our association enthusiastically supports l.t. 6675 now before you because
it ingeniously and effectively develops a system of comprehensive health care
for the aged going beyond the essentially institutional care provisions of the
administxatIon's original recommendations as presented iii S. 1. We were con-
cerned as were many groups that S. 1 with its focus on hospital care would prove
to be too limited excluding as It (id Ipayment for physlcin's services.

The fact that H.R. 6075 passed the House of Representatives with a large
margin indicates that we are now willing to accept as a matter of public policy
that, only through Federal leadership and the instrumentality of the social in.
stirance system complemented by payments from general revenues can we assure
an adequate system of health care for the aged. We cannot leave the provision
for such care up to the 50 States, deductibility features under the income tax
or combinations of private insurance carriers.

Although we shall make several comments and observations with respect to
various titles of the bill, these axe presented as constructive criticism and do not
qualify our support of this legislation.

TITLE 1, IIEALTIh INSURANCE FOR TIE AOLED

A Basei hospital plant
Coverage of 8pCeiaUlit services

We urge that the original provisions of S. 1 to include coverage for the services
of pathologists, radiologists, physiatrists, and anesthesiologists under the basic
inhospital service be restored to this part of title I of H.R. 6675. Such services
are the normal expectation of most patients with respect to hospital care and to
transfer them to another payment arrangement would not only prove disturbing
to many elderly persons but also much more expensive to the older person
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because of the deductible and copay features of the voluntary supplementary
plan,
Elimination o1 deductable8

We suggest the elimination of the $40 deductible for inpatient care and the
$20 deductible for outpatient diagnostic services. We are concerned that such
deductibles may stand in the way of elderly persons with low-inwome seeking
iieidcal care and so interfere with eaxly preventive care.

Medical social services
We commend the inclusion of medical social services in the hospital inpatient,

extended care facilities and home health services programs. Such medical social
services occupy a key role In planning for medical care and can contribute slgnifl.
cantly to reduction of length of stay by balancing health planning within and
without the hospital.

II. Voluntary supplementary plan

Elim ination of deductibles
We urge, as we do with respect to the basic l)lpn, the elimination of the $50

deductible.
Importance of group practice plans

Although we understand that the legislation permits the arrangement of niego-
tlations with group practice plans which now provide prepaid medical care to
several million enrollees, we believe it Is important that the legislative intent
of including such plans be made fully clear. Such plans provide significant
demonstrations in consumer-physician approaches to obtaining a high level of
medical care and must be encouraged and supported.
Inclusion of recipients of public assistance in plan

We endorse strongly the provision that States can purchase into the voluntary
supplementary plan for their assistance recipients thus affording these recipients
access to medical services under the same terms as the insurance protected older
persons.

PROPOSED TITLru XIX OF SOCIAL SECURITY AG--EXPANDED KERR-MILLS MlEDICAL CARE
PROGRAM

We support generally this proposal as an Important and necessary method to
make more adequate medical care available particularly to children In needy
families.

We commend particularly the elimination of residence requirements, and the
limiting of support responsibility to that of spouse or child under 21.
Extending eligibility to all medically indigent families with children

Since medical care will only be provided to children under the eligibility terms
of the State law with respect to ADFC, we are concerned that thousands of
medically indigent families and children will be denied medical assistance because
of State limitations on eligibility for AFDO.

Since this is a medical care program, we believe that children In need of
medical care should be provided such help even though such children are not
eligible for financial assistance under the State's laws.
Assuring quality of medical care

This expanded Kerr-Mills program will suffer from the same unevenness of
scope of benefits and adequacy of health services now so characteristic of Kerr-
Mills in the over 45 States In which it Is in effect.

It is Important, therefore, that the legislation and its legislative history record
the importance of providing a high quality of medical cpre to these particularly
disadvantaged children. Assuring preventative and curative medical care to
children in low income families Is a basic investment and key element in the
opportunities emphasis of the Economic Opportunity Act. The Department of
Health, Education, and Welfare have authority in approving State plans to
impose standards for medical care which States must meet.

CHILD HEALTH CARE PROORAM AMENDMENTS

Endorsed Is the bill's proposal to increase the authorizations for the programs
of maternal and child health and crippled children's services under title V of
the Social Security Act to $60 million by 1970.
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Endorsed further are the authorizations for new programs for training of
liersonnelt to serve crippled children and to provide health care for needy children
and to extend the authorization for mental retardation planning for another 2
years.

PUBLIC ASSISTANCE AMENDMENTS-ANCREASE IN PAYMENTS

ldaIc~quacy of AI'PDO payicUis--Y('Cd for air incoine floor
We support the proposals to Increase the average monthly payments for the

ndult titles by $2.50 and for the AFI)C title by $1.25. llowever, theso increases,
particularly for AFDC, will not correct the gross inequities among States In
API)C ranging from $9.50 to $48 per recipient per month. Our association holds
tluit these inequities cannot be corrected until by Federal policy a minimum
income floor for assistance affording decency and dignity is established.

OID-AGE, SURVIVORS AND DISABILITY INSURANCE AMENDMENTS

Ca.d benefit increase supported but increase insufflclnt
The 7 percent increase In cash benefits with a minimum $4 monthly Increase-

the first Inerease in benefits since 1959--is badly needed. Even under this In.
crease, however, the majority of elderly couples will draw subst6itlialiy less than
the poverty floor of k3,000 a year.

It has been estimated that to bring the average retired couple up to $250 a
month, the Increase In benefits would need to be 15 percent.
Stbi antial increase lit tax base and govoitninental contributions required for

more adequate payments
Our association believes that we are facing now the need for a substantial

taxpaylnent to the OASI Trust Fund in order to provide more adequate retire-
nient levels to the already retired without Imposing a substantial increase in tax
rates on the currently emzp.oye.. To provide a retirement level in the future
refeting the advancing standard of living, a tax base In the order of $13,000
would be needed. The recent report of the Advisory Council on Social Security
indicated that such a tax base would be required if the proportion of taxable
wages to wages earned was to be restored to somewhere near the situation in the
early days of the social security program.
E.rtensiom of coverage for child and licralization of eligibility for disability

insurance
Proposals to provide survivors benefits to children until age 22 while in school

and to permit entitlement to disability insurance at the end of 6 months of total
disability are endorsed by our association.

Conclusion
Our association considers H1.R. 0075--inaginative and highly significant legis-

lation. For our older citizens It Is a basic Implement In the war against the
condition of poverty In which too many old people find themselves.

The members of our association have urged the need for this legislation for
niany years. We are prepared in our various capacities to lend our efforts to the
successful administration of the programs and benefits this bill proposes.

CO:,ORESS OF THE UNITED STATES,
HOUSE OF REPRESENTATIVES,

Washington, D.O., May 7, 1065.
Hon. HARRY BYRD,
liairman, Senate Finance Conmittee,

U.S. Senate, Washington, D.O.
DEAR Ms. CHIAnMHAN: I respectfully request that the Senate Finance Com-

mittee give serious consideration to a bill Introduced in the Senate by the Hon-
orable Vance Hartke, which is Identical to a House bill which I and many of
my colleagues in the House introduced there to help America's senior citizens
by amnding the Social Security Act to permit elderly widows and widowers to
remarry without suffering the loss or dimunition of their social security benefits,
as Is the case at present.
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The so-called medicare bill was reported by the House Ways and Means Coin.
mittee and passed by the House without this proposed provision being incorpo-
rated, and I am hopeful that the Senate Finance Committee will see fit to
Incorporate it in the version of the medicare bill which you will send to the
Senate floor.

Under present law, a widow or widower who remarries is no longer entitled
to the benefits previously enjoyed as the surviving spouse of the deceased person
covered by social security, and takes only such benefits as would derive from
the new spouse.

This generally means a very substantial reduction In the social security pay-
ments of the widow or widower remarrying. Forcing the two spouses to live
upon total pension benefits very substantially less than the spouses would have
received Individually without remarriage prevents them from enjoying compan.
ionship In their latter years, and/or forces them to share their lives with a
companion out of wedlock.

Last year, 2,158,912 widows and widowers over age 62 drew social security
benefits in the United States, but only 6,000 of these millions remarried. ,This
was not because they'd lost interest or couldn't find a mate, but because of
monetary considerations. The average income for widowed persons was $67.85
a month, or $2.26 a day, according to social security records. 'When a widow
remarries, she loses between $20 and $30 a month on an average. ,That means
her $2.26 a day is cut nearly in half.

From what's left, she must help her rew husband, also on pension, pay for
rent, food, medicine, transportation, utility bills, and clothing, to say nothing of
insurance, hospital bills, and such luxuries as a movie or other entertainment.

There is no significant help in the new antipoverty legislation for poor people
if they are old. But a recently issued social security bulletin noted that "every
second person living alone and classified as poor in the United States is aged
65 or over."

With an ever-increasing influx of retired senior citizens making their perma-
nent homes in New Jersey's Second District, which I have the honor to represent,
I feel passage of the legislation I am supporting here will be of high importance
to the individuals involved and to the economy of my district. Therefore, I
respectfully request that every consideration be given this proposed legislation.

Thanking you, I am,
Sincerely yours,

THOMAS C. MCGRATH, Jr.

U.S. SENATE,
COMMITTEE ON APPROPRIATIONS,

Wa8hington, D.C., May 1, 1965.
Hon. hIARRY BYRD,
Chairman, Committee on Finance,
U.S. Senate, Washington, D.O.

DEAR MR. CHAIRMAN: Section 308 of H.R. 6675 relates to wives' and widows'
benefits for divorced women. Under the language of the bill as it passed the
House, a divorced woman must meet one of the following three qualifications,
in addition to others, if she is to receive wife's or widow's benefits:

1. She was receiving one-half of her support from her former husband, or
2. She was receiving substantial contributions from him pursuant to a

written agreement, or
3. A court order for substantial contributions was In effect.

Under Texas law there is no provision or peenanent alimony (article 4637
Vernon's Texas Stat.). There is a provision for the support of children until
they reach the age of 18 (article 4639a, Vernon's Supp.). Further, the court
nmy make a division of the existing property in such a way as seems to it Just
and right, having due regard to the rights of each party and the children (article
4639a, Vernon's Slipp.), but there is no authorlzat!on under Texas law for con-
tinuing support to a divorced wife by her former husband.

Members of my steff have discussed this situaton with Evelyn Keenan of the
Social Security Administration, and she has advi 3ed them that legal experts of
the Social Security Administration do not belief that the present language of
II.R. 675 would cover the typical case in Texas. which would be a division of
the e tate, rather than rome form of coni!nulng payment.

It is an unusual mnn who would make continuing payments to his former wife
when he is not compelled to do so by law. Therefore, cases which would satisfy
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the present criteria of H.R. 0075 would be almost nonexistent in Texas and in
any other States not having alimony provisions.

I feel that it would be most unjust to say to women who have come under the
effect of a perhaps unwise State law, "Because you have been denied adequate
support by State law, you must also be denied adequate support in your retire-
meat years by the Federal law."

With the intention of affording substantially equal treatment In all States, I
suggest the following additional language on page 205, line 14; page 209, line
10; and page 213, line 15, of 11.R. 6675:

After "individual," change dash to comma and insert:
"or, in States In which continuing support is not available under law, there

was in effect a court order dividing property or other action equivalent to a
finding of an obligation of continuing support, as determined under regulations
prescribed by the Secretary to assure uniformity of treatment of individuals
within the several States."

I am not wedded to this particular wording. The intent of the language Is
what most concerns me, viz, that coverage not be unintentionally subverted by an
unfortunate feature of a particular State law, but that coverage be substantially
equal in all States.

With kindest personal regards.
Sincerely yours,

RALP W. YARBOROUGH.

TIlE COURT OF COMMON PLEAS.
COUNTY Or DEFIANCE,

Defiance, Ohio, Mall 7, 1965.
lIon. 111RAM L. FoNo,
U.S. S nate,
W~ashington, D.C.

DEAR SENATOR FONG: In the April .30 Issue of the Congressional Record I
observed where you Introduced two amendments to It.R. 6675, Social Security
Act Amendments of 1965, on which the Senate Finance Committee has just
begun hearings.

I wish to submit a situation where I feel your amendments would be most
helpful. My nephew, Ronnie Batt, of Defiance, Ohio, Is 21 years of age, married,
and has one son. To date lie has had four open-heart surgeries at St. Vincent's
Charity Hospital, Cleveland, Ohio. He is scheduled to return on May 12, of this
year, for a fifth open-heart surgery. In view of the great cost Involved It Is
questionable whether he knows of the total amount of his Indebtedness at this
time. It Is not at all Improbable that his condition was aggravated by his
attempts to return to work. At his age lie cannot meet the requirements for
social security benefits because of his limited period of employment.

I want to express my appreciation of your efforts and only hope that you will
be successful In having your amendment adopted.

Very truly yours,
DAN BATT, Judge.

SMITIt KLINE & FRENCH IiAPORATORIES,
Philadelphia, Pa., May 13, 1965.

lion. HARRY F. BYRD,

U.S. Senate,
Washington, D.C.

DEAR SENATOR BYRD: As a manufacturer of prescription drug products, we
are concerned about the drug provisions in H.R. 6675 as passed by the House.
We believe that the language used to define drugs In subsection 1861(t) is too
narrow and will unwisely restrict the physician in his choice of medicines.

H.R. 6675 provides that payment for drugs and biologicals administered to
medicare beneficiaries Is to be limited to:

A. Drugs and biologicals listed in four publications; namely, in the
"United States Pharmnacopeia," "National Formulary," the American Medi-
cal Association's "New Drugs," and in "Accepted Dental Remedies."

B. Drugs and biologicals that are approved by the pharmacy and drug
therapeutics committee of a hospital.
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Consequently, the proposed legislation will create two categories of drugs:
one for which payment will be authorized and one for which payment will not
be authorized. The' result will be to deny to many patients many new and
effective medicines that have been or will be approved by the Food and Drug
Administration.

The reasons why the present language in subsection 1801(t) Is too restrictive
are as follows:

A. With respect to the listed publications:
1. Aside from other important omissions, nearly all combination drugs (those

containing two or more active ingredients) will be excluded, because they are
not listed in the four publications named in the bill. On this basis, 35 of the
100 most frequently prescribed products In use in the United States today will
be excluded. One example is our own product Combid, which is widely pre-
scribed for ulcer and other gastrointestinal disorders. The fact that about
2 million prescriptions were filled for this product in 1964 gives sone Indication
of its general acceptance and wide use by physicians. Combid is a combination
of prochlorperazine and Isopropamide; and although it would be possible theoret-
ically for a doctor to prescribe the Ingredients of Combld in two separate
l)res,?riptons, it would be impractical and expensive to do so.

2. There Is often a delay of as much as 2 to 3 years before a new drug is listed
in the standard references cited In H.R. 6075. For example, our product
Compazine, used extensively In treating the mentally and emotionally iII, was
introduced in 1950. But this drug was not listed In any of the references until
1960.

3. In some cases, these references do not list all of the dosage forms in which
a widely useful drug may be available. For example, our product 1)exedrine is
available in several dosage forms, but the most widely prescribed form (Spansule
capsules) is not listed in the aforementioned references.

It is a common misconception that the "United States Pharmacopela" and
"National Formulary" are lists of drugs endorsed for their therapeutic value.
This is not the case. Rather, they are important and necessary legal reference
standards of purity, Identity, and strength for many useful drugs and for many
ingredients that are used In preparing medicines.

For example, "National Formulary XII" states: "The Inclusion of a drug
in the "National Formulary" is not intended as an endorsement of its therapeutic
value."

Likewise, "New and Non-Official Drugs for 1904" (the most recent edition)
states: "Drugs which the (AMA) council and its consultants consider to be of
questionable or of unproved value are Included along with drugs that are con-
sidered useful. Mere inclusion therefore does not constitute council endorse-
ment of the efficacy of a drug."

1i. With respect to therapeutics committees of hospitals:
1. It is true that subsection 1861(t) permits a drug to be used if it is approved

by the pharmacy and drug therapeutics committee of a hospital, even though
the drug is not listed in the references. It Is estimated, however, that con-
siderably more than half of all hospitals do not have such committees; and,
even where such committees do exist, there Is a lack of uniformity in their
functions and responsibilities. Therefore, two undesirable possibilities may
occur:

(a) Certain drugs may be considered acceptable and may be given to medicare
beneficiaries in some hospitals but not in other hospitals; and

(b) A patient might receive a drug while hospitalized, but payment might
not be made for the same drug after entering an extended-care facility.

We believe that the drug provisions in this legislation will set Important prece-
dents. In our Judgment, it is essential that tMe wording of the drug provisions
be such as tc eliminate the restrictions outlined above. We respectfully recoi-
menl that tim Senate Finance Committee corn. older adoption of a revised wording
substantially to the following:

"The termi 'drug' and the term 'biologicals' include only such drugs and bio-
logicals ns are ordered or prescribed by attending physicians for the care and
treatment of patients and which may lawfully be introduced Into interstate
commerce under the Federal Food, Drug, and Cosmetic Act."

This definition would permit physicians to prescribe the drugs or biologicals
necessary for the treatment of their patients, and at the same time would afford
the protection of the Food, Drug, and Cosmetic Act against dangerous or worth-
less medication.

Very sincerely,
WALTER A. MkU,,NNs, Prcfdcnt.
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COMMUNITY SERVICE SooIry,
New York, N.Y., May 14, 1965.

STATEMENT SUBMITTED BY THIa COMMITTM ON AoING WITH THE CONOURRENCE
OF TIE Commir=rr. ON FAMILY AND CiiHUD WELFARE

The Committee on Aging with the concurrence of the Committee on Family
and Child Welfare in the Department of Public Affairs of the Community Serv-
ice Society of New York, submits this statement in support of the intent of
11.R. 6675, the Social Security Amendments of 1965. Early and favorable ac-
tion is urged to extend the benefits and coverage of the social insurance pro-
gram, to liberalize the public assistance program, and to strengthen the preven-
tive public health program. The bill represents a significant and positive at-
tack on poverty through direct provisions to ameliorate Its current impact on
families and individuals and to stem its resurgence in the future.

The Community Service Society, founded in 1848, is the oldest and largest
voluntary faintly welfare agency in the country. Its primary objective Is to
preserve and strengthen family and community life. It has always combined
programs of social action and research with its direct services to troubled fain-
lies and individuals.

The society has a long record of citizen concern about adverse community
conditions and of citizen action to improve social conditions after judicious
weighing of facts and expert opinion. In reviewing 11.11. 6675 we considered its
provisions In the light of our prior position statements, notably one on the Public
Welfare Amendments of 19062 and another on a Federal health care insurance
program for the aged under social security. And we considered its likely re-
sults in lessening the destructive impact of inadequate income and illness on
the most vulnerable segments of the population; that is, the old and the young,
and on their families who turn to us for help In the resolution of overwhelming
personal problems.

We reiterate our support of the intent of H.R. 6675 and we endorse its major
provisions as constructive steps to strengthen family life. We offer comments
on the several titles of the bill and we venture to suggest modifications, limit-
ing these to basic questions in the expectation that cumulative experience and
economic and social changes will dictate the direction of future amendments.
We pause here to note that Congress has been sensitive to the need for changes
in the 30 years since the enactment of the original Social Security Act. We be-
lieve this will continue to hold true for a future that no one can foresee or foretell
fully.
Title I

First, we strongly support the basic insurance program of hospital and re-
lated benefits for the aged. It meets criteria that we deem essential in that it
(a) is financed by payroll taxes levied under the existing social security sys-
tem; (b) is available as a right and without a ,neans test to all persons 65 years
and older who are entitled to old-age and survivors insurance or railroad retire-
ment benefits; (o) Is to be administered uniformly throughout the Nation in
respect to eligibility requirements and the levying of payroll taxes; (d) provides
uniform benefits with unit pricing set on a reasonable cost basis; and (e) ap-
pears to include adequate legislative safeguards to prevent excessive or undue
use.

The transitional and time-limited provision for "blanketing-In" uninsured
individuals is understandable, appealing and not without precedent. Use of
general revenues to cover the benefits to this group preserves the fiscal sound-
ness of the program. We do not- count this humane deviation (which the pas-
sage of time eliminates) to violate significantly the concept of a self-supporting
contributory system.

In one respect this bill has a puzzling, disturbing but correctible flaw in its
definition of hospital inpatient service. We refer specifically to its exclusion of
the services of radiologists, pathologists, anesthesiologists, and physiatrlsts.
Patients are accustomed to the Inclusion of the services of such specialists in the
basic hospital charge for Inpatleht care. Hospitals would be forced to revise
established administrative arrangements for elderly patients but uot for others,
and widely accepted principles and accounting methods long used by hospitals
and prepayment agencies to compute costs for all patients would be set aside.
For the sake of the older person who has come to expect comprehensive and

47-140-65--pt. 2-5
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economical health care as a result of this legislation and.for the sake of pre-
serving all that is sound and progressive in hospital care, the services of the
radiologist, pathologist, anesthesiologist, and physiatrist should be restored to
H.R. 6075 as covered hospital inpatient services. Failure to do so would leave
a serious gap in coverage, and thus partially defeat the purpose of the bill, as
well as create severe administrative disturbance. Since the services in ques.
tion account for only 4 percent of hospital costs, and thus an even smaller pro.
portion of the costs of the totality of the programs which would be provided by
this basic prepaid insurance program, this Important correction could readily
be effected.

Second, so long as the prepaid program Is limited to hospital and related care,
we recognize the need for and favor establishment of a voluntary supplemental
insurance program covering physicians' and surgeons' fees, as well as other
related and supplemental items. We would much prefer, however, that this
voluntary plan be established on a fully self-sustaining basis rather than de-
pending, as it does in the bill, on contributions from the U.S. Treasury for 50
percent of the cost.

Since both programs require close review of experience with respect to such
matters as utilization, reasonable costs and reasonable charges, the effect of
deductibles, quality and comprehensiveness of care and services, and overall
administration, we endorse the provisions of the bill establishing the Health In.
surance Benefits Advisory Council and the National Medical Review Committee.

Third, we support the establishment of a single and separate medical program
under a new title (XIX) to the Social Security Act. This (a) replaces the dif-
fering provisions now scattered in five titles of the act for the financially needy,
and (b) offers States the option to extend an expanded medical assistance pro-
gram to the medically Indigent. We support the Increase in Federal reimburse-
ment for this program and the requirement that States must continue their pres-
ent level of expenditures In order to receive any additional Federal funds as a
result of expenditures under the new program.

We welcome the series of requirements that must be incorporated in any State
plan in order to qualify for this new program which would combine Federal aid
with freed State moneys to provide preventive health services as well as treat-
ment services of high quality for all those persons-aged, blind, and disabled
adults and dependent children-for whom no other, or inadequate provisions now
exist. These requirements will eliminate many differences and inequities in the
various State programs. We believe, however, that the requirements where ap-
propriate (as in respect to the responsibility of relatives for support of needy
kin and In the prohibition against imposing residence and citizen requirements)
should be Identical for all State plans for all categories of public assistance, since
differences are cumbersome and confusing.

TITLE II

We unequivocally support the extension of programs for maternal and child
health services, for crippled children services, and to combat mental retardation.
And we welcome the addition of school and preschool health programs for chil-
dren in low-income families. We view these as investments that will pay divi-
dends of great value in the years to come.

TITLE I1

We endorse the widened coverage, the increased cash benefits and the liberali-
zation of the retirement test and other aspects of the old age, survivors and dis-
ability program of the Social Security Act under a financing plan that assures the
continuing fiscal soundness of these trust funds.

TITLE IV

We generally support the public assistance amendments, although we deplore
the widered disparity between Federal reimbursement for the adult categories
as against the category for aid to families with dependent children. Here'we
note that Federal grants to States for a broadened medical assistance program
afford an opportunity for States to improve their AFDO programs.
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IN SUM

The Committee on Aging, with the concurrence of the Co;nlttv -1i , 1Kir' iy
and Child Welfare, views IH.R. 6675 as a tremendous advance In ss,, ii I,-- , v fid
social administration affecting the lives of millions of Americavt It.. - ati,,t
we have noted for your consideration as amendments In your revik-% Of t.e Ir(-
visions of the bill. We urge early and favorable action on vital ais'iu.,. rts to
the Social Security Act that will bring closer to realization our holp- for an
America In which all Americans have an opportunity to grow up with hi-pj for a
satisfying and Independent future and to earn through their own efforts and
contributions (and those of their employers) financial security for their old age.

INTF.R1-INDUSThY WORKMEN'S COMPENSATION STUDY CoMvmirn,

llonolutu, Hawaii, May 10, 1965.
lion, HnIAM L. FoNo,
U.S. Senate,
New Senate Building,
Wa8hington, D.O.

DEAR SENATOR FONO: I am writing on behalf of the Inter-Industry Workmen's
Compensation Study Committee which Is comprised of members from the con-
struction, sugar, pineapple, public utility, trucking, restaurant, Insurance, and
dairy Industries. The 410-member Hawaii Employers Council 1a also represented
on the committee.

Our committee met on May 4, 1065, to discuss the effects of the disability benefit
provision of the Social Security-Medicare bill (see. 303 of H.R. 6675), and wish
to express our concern regarding the adverse effect on State workmen's compen-
satJon programs which would result from the passage of this measure.

Under present law, the social security disability program Is Intended to cover
cases of severe, long-term disability. "Disability" is defined as Imability to
engage in any substantial gainful activity because of a mental or physical
Impairment which can be expected to result in death or to be of long-continued
and Indefinite duration. Section 303 would drop the latter requirements. It
would make benefits available to covered workers who have been out of work for
o months with a medically determinable mental or physical impairment. The
effect of section 303 would be to throw open the social security disability rolls
to thousands of workers with temporary, short-term disabilities-even though
they were already collecting under State, local, or employer-financed disability
benefit plans Including workmen's compensation.

It is difficult to assess the magnitude of liability against the social security
program which would result from passage of this measure. We can assume,
however, that there will be a vastly increased administrative burden due to the
large number of persons with temporary short-term disabilitles who will go on
the rolls. Every one of these persons would have to be contacted on a month-to-
month basis to establish their continuing eligibility.

Rehabilitation is a very important function in workmen's compensation cases,
particularly In those involving total disability. It is reasonable to predict that
those disabled workers receiving tax-free, duplicated benefits, perhaps totaling
more than their normal take-home pay would have little incentive to accept the
risk, pain, and struggle involved in trying to become self-supporting again. We
fear that section 303 will indeed have the effect of increasing the number of
persons who remain totally disabled indefinitely.

The current concept of workmen's compensation which has developed over the
past 50 years Is based on the premise that work injury programs can best be
administered at the State level. Further extending the influence of the Federal
Social Security Act Into the field of State workmen's compensation would
probably tend to weaken the State systems.

We understand that hearings on H.R. 6675 are being held by the Senate
Finance Committee. We are hopeful that you can support our views on this
subject and respectfully request that you convey our opposition to section 303
to all members of the Finance Committee.

Very truly yours, Dorothy fish,
Miss DoRoTItY Ris,

chairman.
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STATEMENT OF HON. CLAIR A. CALLAN, A REPUBLICAN IN CONGRESS F9OM TIlt
STATE OF NEBRASKA

Mr. Chairman, it was God who instituted matrimony and decreed that: "¥U
shall live together until death do you part." Man in his wisdom has loosened
these bonds to some degree.

These changes, plus the millions of our senior citizens now on social security
find that they have in many cases created social problems. For example, the
average widow receives $67.85 a month---80 a month is the maximum amount.
Now, if she marries a widower who is also on social security, this "act of mar.
riage" will decrease their total meager social security benefits--some $20 to $30
a nionth.

I support H.R. 2465 in order to allow these folks to live in God's blessed state,
if they so desire, with the peace of mind, and allow them .o keep their joint
social security benefits at the same rate they are now receiving separately.

Thank you Mr. Chairman.

NATIONAL TAXPAYERS CONFERENCE,
Boise, Idaho, May 14, 1965.

Hon. HARRY F. BYRD,
Chairman, Oommittee on Finance,
U.8. Senae,
Wahiington, D.C.

DEAR SENATOR BYRD: In January 1004, 24 of the statewide citizen.taxpayer
research organizations comprising the National Taxpayers Conference concurred
in a statement presented before the blouse Ways nild Means Committee on the
legislation then under consideration to provide a compulsory hospital insurance
program for the aged under the social security system. The major focus of that
testhnony was upon the Increasing burden of the social Security ta.v.

That legislation, of course, was not enacted by the 88th Congress. Ilowever,
the measure (H.R. 6675) which the House missed on April 8, 1905, and which is
now under con.Ideration by the Senate Finance Committee, is much broader in
scope and appears certain to result In even hmavier burdens upon the taxpayers.

Therefore, as executive manager of Associated Taxpayers of Idaho and cur-
rent chairman of the National 1Taxlayers Conference, I am taking this Jiens,
on behalf of the State organizations listed on the attached sheet, to present eer-
taln comments as to the financing provisions and the fiscal '.'pnct of the pending
legislation. While it is understood that there would be n. opportunity for an
appearance before the Senate Finance Committee, perhaps this statement can be
included In the printed record of the hearings.

Examination of the report of the House Ways and Means Committee on H.R.
667--the Social Security Amendments of 10(5--raises certain seriouls ques-
tions as to the extent to which the taxpayers of this Nation may really be aware
of the new burdens which this legislation will inpose, not only in the form of
increased payroll taxes, but also upon the general fund of the Treasury, flnancel
through general revenues.

The fact that the compulsory hospital insurance program %04 he flnanced by
a technically separate payroll tax to be paid Into a separate ..-'pltal insurance
fund Is really'of little consequence, from the standpoint of the total burden
upon the taxpayer. The tables which are found at the conclusion of the House
committee's report are quite revealing.

Beginning January 1, 19M0, the combined tax rate on employer and employee
under the old-age, survivors, disability, and hospital insurance prograins will
total 8.7 percent, an Increaserof 0.45 percent over the rate scheduled under exist-
ing law, and 1.45 percent higher than the actual current rate. By 1070 thlis con-
bined rate will reach 9.8 percent and by 1980 it will total a startling 11 percent--
asunming no subsequent revisions by the (ongres.

These increases, in the tax rates, combined with Increases in the taxable
wage base--to $5,600 on Jantiary 1, 1060, and to $6,600 in 1971-will result in
substantial increases in the social security tax burden. For employees with wages
equal to or In excess of the taxable wage base under H.R. 676, the combined
employer-employee tax of $487.20 In 1966 represents an increase of $139.20 ovWr
the tax paid this year, and of $91.20 over the tax which Would have been paid
in 1966 under present law. By 1971, the combined employer-employee tax
will total $64.S0--or $202.80 more than would be paid in that year under the
tax rates and wage base established by presently existing law.
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When one recalls that the combined tax rate when our social security system
was first established was 2 percent, applicable to a taxable wage base of $3,000,
there Is certainly ample Justification for the warning that the social security
tax is becoming an Increasingly burdensome tax for a growing number of per-
sons.

Considering the effects of these tax Increases In a different way, payroll tax
collections for existing social security programs In 1005 will total an estimated
$17.2 billion. In 1966, including the tax increases provided In MAR. 6675, these
collections will increase by $4.7 billion, to $21.9 billion; and by 1970 they will
total more than $31.0 billion-an increase in collections of more than 80 percent
over the next 5 years.

It there were any doubts about the seriousness of thig burden, they should
be dispelled by the concern which has been publicly expressed by some economists
recently-even before the enactment of this legislation-fthat the payroll tax
increases might have a "depressive imlptct" on our economy next year. There
have even been suggestions, It Is understood, that the proposed increases iu
social serucity taxes to finance the costs of the new hospital insurance program
and the liberalized OASDI benefits be put Into effect more gradually, or "post-
Ioned" until the medicare payments actually begin. If such concerns are
justified, it appears that we may be caught on the horns of a real dilemma-the
choice between a soundly financed social security-medicare program and the
possible economic deterrent effect of these tax Increases,

One more point as to the proposed payroll tax Increase schedule: with con-
siderable Interest and some curiosity, note has been taken of the recent testi-
monly before your committee of the Secretary of Health, Education, and Welfare.
With respect to the financing provisions of H.1. 6675, he suggested that the
hospital insurance program was so "conservatively" financed that no further
adjustment In the scheduled $6,600 taxable wage base would have to be made
after 1971, and that if the wage base were to be Increased after that tine, there
could be a downward adjustment In the hospital Insurance tax rate.

Such an optimistic view appears to overlook certain factors. In the first
pIlace, the record shows that In the present OASI)I programs there have been
a nmnber of increases In the tax rate, and also the taxable wage base, required
over the years. Even more Important, perhaps, the Secretary's assumptions
completely overlook the temptations which confront the Congress-and which
have Ilot been resisted too successfully-to enact periodically liberalizations
In both benefits and coverage. whhh, of course, Increase the costs of these pro-
grams and could affect the financing requirements.

In our examination of the House committee report, we also have been struck
by tie relatively little attention which has been given in press and other reports
to the very significant increases in expenditures against general revenues which
will be required by other provisions of this legislation. So inuch attention and
emotion has been generated by the so-called medicare program that these in-
creases in general fund expenditures are In danger of being largely overlooked.

These added expenditures from general revenues, on a full-year basis, are
cstinated as follows:

1. 'Ost (if hospitalization and related benefits for the aged who are not "iI-
sured" under social security-$2T5 million;

2. l'ederal Government matching contributions under the voluntary supple-
mental health care program, assuming 80 percent of the eligible aged enrolled-
lip tO $(;60 In1lilln

3. Increased Federal grants rider the expanded Kerr-Mills medical assist-
ance progranm-4200 million; and

4. Other increases In public assistance grants and related items--290 million.
Thus, on a full-year basis, perhaps by fiscal 1967--and over and above the

substantial increases in the payroll tax burden-Federal expenditures from the
general fund of the Treasury cold be increased under the lIouse-approved
legislation by more than $1.3 billion.

It Is not reasonable, we suggest, to assume that even this Imposing sum will
represent the total budgetary Inpact of this legislation. Even without this new
hospital and health care program, the Federal Government has considered It
necessary for a number of years to provide special grants for construction,
modernizattoij, and expansion of hospitals and related facilities, and has provided
financial assistance designed to assist in the training of more doctors, nurses,
and technicians, for community health programs and other health-related activi-
ties. The Federal budget for fiscal 106& projects administrative budget ex.
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7pendlitures for health services and research in the next fiscal year at more than
,$2 billion.

Surely it is reasonable to assume that the broad new health care programs
encotupassed by I.R. 6675 will further tax the capacities of our hospitals, nurs.
lug homes, and similar facilities. Is it, therefore, unreasonable to assume that
these will almost certainly result in eventual pressures for greatly increased
Federal assistance to build more of these facilities? We think not.

In short, this legislation will substantially increase already burdensome pay.
roll taxes, and add significant additional Federal spending from general rev.
enues which will further accelerate the upward trend of Federal expenditures.
It could conceivably open a Pandora's box of new spending demands which would
further postpone the prospects of a balanced Federal budget.

It deserves a long and careful look by the Senate Finance Committee, by the
Senate, and especially by citizens, so that the full implications of the tax and
spending Impact of this extremely broad and costly legislation may at least be
fully understood by those who will have to bear these costs.

Respectfully submitted.
MAX Yos', Chalrman.

P.S.-The above statement is concurred in by the following State taxpayer
research organizations:
John 1I. McClure, managing director, Arizona Tax Research Association.
B. W. Sandberg, executive director, Colorado Public Expenditure Council.
Hubert W. Stone, executive director and secretary, Connecticut Public Expendi-

ture Council, Inc.
Fred W. Bennion, director, Tax Foundation of Hawaii.
Max Yost, executive manager, Associated Taxpayers of Idaho.
Maurice W. Scott, vice president and executive secretary, Taxpayers' Federation

of Illinois.
Raymond E. Edwards, executive vice president, Iowa Taxpayers Association.
Charles P. Stone, executive director, Minnesota Taxpayers Assoclation.
Edward Staples, executive director, Missouri Public Expenditure Survey.
S. Keith Anderson, executive vice president, Montana Taxpayers Association.
Ernest L. Newton, executive secretary, Nevada Taxpayers Association.
Albert K. Nohl, director, the Taxpayer's Association of New Mexico.
Walter 0. Howe, executive vice president, Citizens Public Expenditure Survey,

Inc., of New York.
Morris Tsehlder, legal counsel, North Dakota Taxpayers Association, Inc.
David H. Sutton, executive director, Ohio Public Expenditure Council.
Steve Stahl, executive vice president, Oklahoma Public Expenditures Council.
George J. Annala, manager, Oregon Tax Research.
Henry W. Stevenson, Jr., executive director, Rhode Island Public Expenditure

Council.
0. Irvin Krumm, executive manager and treasurer, Greater South Dakota Asso-

ciation.
Donald W. Jackson, executive secretary, Tennessee Taxpayers Association, Inc.
Alvin A. Burger, executive director, Texas Research League.
M. H. Harris, executive secretary, Utah Taxpayers Association.
John H. Current, executive director, Washington State Research Council.
Keith Osborn, executive director, Wyoming Taxpayers Association.
S. J. Arnold, executive director, California Taxpayers Association.
Lloyd Griffin, executive vice president and secretary, North Carolina Citizens

Association, Inc.
Clarence J. Ziegler, executive director, New Jersey Taxpayers' Association, Inc.
Frank J. Zeo, executive director, Massachusetts Federation of Taxpayers' Asso-

ciation, Inc.
Forest A. Johnson, executive director, Nebraska Tax Research Council, Inc.

STATEMENT OF SENATOR HARRISON A. WFUJ.rAMS, Jn., ON II.R. 6675

Mr. Chairman, members of the committee, I wish to call to your attention what
I believe to be a serious inadequacy in the bill I.R. 6075, Social Security Amend-
ments of 1905, ns passed by the House of Representatives. I refer, Mr. Chair-
man, to the Intent of the Congress with respect to the freedom beneficiaries
of this legislation will have to select for vision services either a physician skilled
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II the diseases of the eye or an optometrist whenever such services may be au-
thorized within the provisous of the Social Security Act.

I understand that it was the intent of the House Ways and Means Committee
to provide the freedom necessary for an Individual to choose the vision discipline
he wishes to serve his needs.

There are, for example, a number of provisions which make this intent clear.
In the public assistance aniendments, under the definition of services, section
hi5, page 142 of the bill, the tern "mnellcal assistance" means payment of part
or all of the cost of "* * * eyeglasses prescribed by a physician skilled in the
diseases of the eye or by an optometrist, whichever the individual uay se-
lect * * *."

Moreover, section 1IM2, State plans for medical assistance, required In sub-
section (12), pages 1=$-129, that a State "provide that, Il determining whether
an Individual is blind, there shall be an examination by a physician skilled in
the diseases of the eye or by an optometrist, whichever the Individual may
select * *."

Unfortunately, the House Ways and 'Means Committee did not find it possible
to make clear the public's choice between a physician or an optometrist in all
sections of the bill where it is needed.

Under the basic and supplementary plans, services provided by physicians
to patients for eye examihtions ending in referral for surgical or pathological
treatment of the eye, contact lenses, the prescription and fitting of artificial eyes,
and orthopties or visual training, are reimbursable. No provision, however, is
made for reimbursement when these services are provided by an optoinetrist.

The public assistance amendments l)rovide that eyegla "ses are to be made
available when prescribed by either a physician skilled , the diseses of the
eye or by an optometrist. Nevertheless, the question of an optometrist's serv-
ices is left in doubt. Services provided by physicians, dentists, and nurses, on
the other hand, are clearly spelled out in the definitions for this section.

Limitations such as these would seem to conflict with section 1802 on page
9 of the bill, which provhl(es free choice by the pltent guaranteed.

I would, therefore, urge that this committee consider the advisability of an
amendment added as a new paragraph to section 1802, or as a new section 400
on page 296 of the bill. Such an amendment might appropriately read:

"Notwithstanding any other provisions of the Social Security Act, whenever
payment is authorized for services which an optometrist is licensed to perform,
the beneficiary shall have the freedom to obtain such services from either a phy.
slclan skilled In the diseases of the eye or an optometrist, whichever he may
select."

Mr. Chairman, I would also like to call the committee's attention to another
deficiency with respect to optometry which arises under section 532 pertaining
to special project grants for health of school and preschool children.

The report of the House Ways and Means Committee notes on page 80 that
"About 10,200,000 schoolchildren are In need of eye care." Those provisions of
the bill itself, however, which are designed to help meet these needs, would
make Federal grants to schools of medicine with appropriate participation by
schools of dentistry. Provisions are not included for such grants to schools and
colleges of optometry, even though they, too, are eminently well qualified to
assist in this important effort There is, in my estimation, therefore, a very
real need to amend the bill to make schools of optometry eligible for these spe-
cial health projects grants.

Mr. Chairman, it is my hope that your committee will amend this bill to
authorize funds for optometric schools and colleges and to protect the freedom
of a beneficiary to choose an optometrist whenever vision services are made avail-
able to him. These amendments are of the utmost Importance In making this
legislation apply equitably and to meet adequately the vision problems of all
our citizens.

STATEMENT BY SENATOR RALPII YARnOROUaIT PitorosiNO AN AMNTMENT TO 11.1t.
6075 ALLrTOWINO BASIO HOSPTALTZATION INSURANCE FOR FORMERt FEDERAL
EMPLOYEES NOT COVERED iny HEATxTH INSURANCE

Mr. Chairman, I wish to call to the committee's attention a most undesirable
provision in H.R. 6675, the hospital insurance bill now before this committee.

Section 103 (b) of the medicare bill states the following limitation of coverage:
(b) The provisions of this title shall not apply to an? Individual who-
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(8) at the beginning of such first month, is covered, by an enrollment in
a health benefits plan under the Federal Employees Health Benefits Act of
1959 or could have been so covered had he or some other individual availed
himself of opportunities to enroll in a health benefits plan under such Act
and (where the Federal employee has retired) to continue such enrollment
after retirement.

This provision prohibits any Federal employee or former Federal employee
from receiving the basic hospitalization benefits of the nmeicare bill if that per.
son is now covered or, If he is retired, could have been covered by the Federal
Employees Health Benefits Act. Mr. Chairman, the committee must not over.
look the significance of this exclusion. It discriminates against a group of older
citizens who need protection most.

lt excludes any retired Federal employee who retired after July 1, 1960, and
was not at the time of his retirement a member of some health benefits plan
under the Federal Ehmployees Health Benefits Act of 1059. It also excludes his
wife, because under the language of this provision, she was at one time eligible
to be enrolled in a health benefits plan, "had he or some other Individual availed
himself of opportunities to enroll in a health benefits plan * * *."1 In this in.
stance, the failure of an elderly woman's husband to enroll In a Federal em.
ployees' health benefits plan now precludes the innocent wife from the protetion
of the medicare program.

Mr. Chairman, I have had the pleMsure of service on the Post Office and Civil
Service Committee since I came to the Senate. I was a member of the committee
when the Health Benefits Act was written and enacted. That law originally re-
quired that In order to be eligible to carry one's health insurance Into his retlre.
meant, an employee must have been enrolled In a plan for either the 5 years pre-
ceding his rctlrement or for the entire period from the first enrollment period
until his retirement-whichever period was shorter. If the employee did not
enroll during that first enrollment period-June 1 until June 30, 1060, mnd retired
thereafter without completing 5 years under a health Insuranc* plan, he had no
coverage during his retirement years-the years he needs It most. Congress
recognized the unreasonable restrictions of that requirement. In 1003, the Civil
Service Commission came to the committee and suggested Congress liberalize
these requirements. My distinguished colleague from West Virginia, Senator
Randolph, presided over those hearings. The Chairman of the U.S. Civil Service
Commission, the Honorable John W. Macy, Jr., told the committee:

"Despite every effort to inform them, many employees did not grasp the im.
portance of enrolling at the first opportunity and those of this group coming
up for retirement in the next few years will find themselves ineligible for con-
tinued coverage as retirees because of failure to enroll at their first opportunity."

After those hearings, Congress enacted Public Law 88-284, to liberalize the
Health Benefits Act and extend health insurance coverage to those employees
who were enrolled in a plan at the time of their retirement, regardless of the
length of time they had been enrolled, whether or not they had joined at their
first opportunity. But this still left out a small group of retired employees, and
their wives, who had failed to enroll in a plan prior to retirement. They were
eligible to do 96, but they didn't. Now, because of that oversight, that failure
to "grasp the Importance," as Chairman Macy put it, they will be similarly ex-
cluded from the protection of the basic ,opltalizatlon benefits of the medicare
program. These people are few in number. From the beginning, the Federal Em-
ployees Health Benefits Act has been subscribed to by more than 90 percent of
eligible employees. And of the remaining 10 percent, many are covered by
family policy coverage. So we are talking about only a handful of people--only
those who failed to enroll before their retirement.

The other day I received a letter from a constituent who Is a member of tlhe
National Federation of Federal Employees. He said, "It appears that Com-
munists, felons, and Federal employees (those retiring after July 1, 1960) are
to be excluded from coverage under the new social security medicare bill. This
Is, in my opinion, gross discrimination against Federal employees." His state-
ment Is true. The only people, other than Federal employees now covered by
a health benefits plan and retired employees and their spouses who were at one
time eligible to be covered by a health benefits plan-the only people other than
these excluded from the basic hospitalization provisions are Communists, sub-
versive felons, and aliens who have lived in America for fewer than 10 years.
The bill does Lot single out anyone else and say "you cannot have hospital
benefits under medicare because you have some other inourauce, or you could
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have had it a few years ago." There are hundreds of thousands of employees
of business enterprise In America who have group health insurance policies.
They are not excluded. Even the members of the medical profession who will
provide the services under this bill, the doctors, dentists, and surgeons, will be
eligible for coverage if they are 65 years old before January 1, 1968. Lawyers,
engineers, scientists, administrators, corporation presidents, artists, teachers,
the poor and the rich, are included under the broad and beneficent provisions
of this bill. But Federal employees are not. Federal employees pay about 79
percent of the cost of their health insurance. In private industry, the major
businesses pay 50 percent or more of the cost of health insurance plans, and
in some cases the employer pays the entire cost I cannot see the justification
for this exclusion.

Mr. Chairman, I strongly urge the committee to consider favorably an amend-
ment to remove this inequity and give coverage under this bill to those who
have no other Federal health Insurance. The number of people is small, about
20,000 people; the cost is very small in comparison with the bill's cost. These
people share common characteristics: they are all old; they are almost all
depending on Federal retirement annuities for their livelihood; they all share
the common need for medical care in their old age. I hope Congress will recog-
nize their need and will not allow this inequity to become the law of the land.

(The amendment follows:)
AMENDMENT

Intended to be proposed by Mr. Yarborough to H.R. 6675, an act to provide a
hospital insurance program for the aged under the Social Security Act with a
supplementary health benefits program and an expanded program of medical
assistance, to increase benefits under the old-age, survivors, and disability in-
surance system, to improve the Federal-State public assistance programs, and
for other purposes, via:

On page 109, lines 14-21, strike out section 103(b) (8) and insert a new section
103(b) (8) as follows:

"(3) upon the effective date of this Act ;s covered by a health benefits
plan under the Federal Employees Health Benefits Act of 1959, as amended
(5 U.S.C. 3001-3014)."

NATIONAL COUNCIL OF STATE SiF-INsUnERS' AssocmATioN.s,
New York, N.Y., May 7, 1965.

The National Council of State Self-Insurers Associations respectfully opposes
the Inclusion of proposed section 303 in H.R. 6675. This section deals with the
payment of disability benefits under the social security law. This association
would not oppose this section if provision was simultaneously made to offset
all benefits payable under the State workmen's compensation laws against the
benefits proposed to be paid under the social security law.

The members of this National Council are the Self-Insurer Associations id the
States of California, Idaho, Maryland, Michigan, Montana, New Jersey, New
York, Pennsylvania, and Utah. The members of individual State associations
are associate members of the council.

The 300-odd corporations who are members of one or more of the State as.
sociations (and hence associate members of the National Council) all insure
their liability unde'! State workmen's compensation statutes and related laws.

Practically all of the large multistate corporations doing business in the
United States self-insure their workmen's compensation liability in one or more
States and are members of one or more of the State Self-Insurer Associations.
Our associate members include, inter alia, the major communication companies
and systems, most of the major manufacturing companies, most of the large
chemical companies, all of the large steel companies, all of the large automotive
companies and all of the large oil companies. The companies which self-insure
their workmen's compensation liability employ approximately 10 percent of
the total of all persons employed In the United States who come under the
protection of the State workmen's compensation laws.

Under the provisions of the present social simurity law, disability bt.%'eflts
under OASI are payable to a person only if the disability is expected. to result
In death or to be of a long, continued# and indefinite duration. tinder this defi-
nition, only cases denominated, in the workmen'A compensation field, as total
disability eases, presently qualify for social security benefits. Under present
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law, because of the repeal several years ago of the provision which provided for
an offset of workmen's compensation benefit payments against social security
benefit payments, this class of disabled persons now receives double benefits,
which, in some cases, exceed the take-home pay of the injured person before his
injury.

H.R. 6675 will broaden the class of persons who will be entitled to double
benefits by providing for the payment of disability benefits under social security
for a covered worker who is totally disabled for at least 6 calendar months, even
though It is expected that he will recover In the foreseeable future. The effec.
tive waiting period for payments to be received under the new provisions would,
therefore, be shortened to 6 months and, after 6 months, the employee would
also be paid for the fifth month of disability.

If the aforesaid provisions are enacted into law. individuals of any age now
receiving workmen's compensation benefits under State programs for temporary
total disabilities, which last 6 months or more, would also be entitled to receive
disability benefits under the social security program. Thus the number of per-
sons who would be able to receive double benefits. would be enormously increased.

If the principle embodied In the law is carried to its all-too-likely conclusion,
the ultimate result could be to transform workmen's compensation into a Federal
program and possibly impel the States to repeal their own laws in this area.
This result is the ultimate stated objective of some spokesmen for the social
security program. The tactic employed to effect this stated objective has not, at
any time, been a direct frontal assault, but, rather, gradual encroachment Into
the workmen's compensation field by means of seemingly minor amendments
to the social security law, allegedly improvements therein.

One of the damaging side-effects of these provisions could be the destruction
of the incentive for instituting and maintaining industrial safety programs, a
trend which could quickly reverse the great downswing in industrial accidents
that has occurred In the past 50 years. In the absence of a direct relationship
between accidents, costs, and premiums, employers without safety programs
and those whose employment is more hazardous would pay no more than em-
ployers who have instituted safety programs or whose empliment is less
hazardous. The anticipated reaction to such a situation Is obvious and it could
have been an extremely detrimental effect on working conditions throughout the
Nation.

An equally serious result of the enactment of these provisions would be that
Individuals would lose all incentive to return to work or rehabilitate themselves,
since the combination of workmen's compensation and social security benefits
could, in many cases, give them more than their take-home pay when employed.
For example, a married man with two children, earning $5,000 per year, would
have a net income after taxes of $4,488. However, assuming maximum work-
men's compensation benefits of $60 per week, the oame man would receive total
tax free benefits of $6,201.60 If the provisions to which objection Is made were
enacted as part of H.R. 0675 and said person became temporarily totally dis-
abled. It is not likely that such person could be induced to return to work,
when able, If his return to gainful employment would immediately result in the
reduction of his net income by over $1,700 per annum.

This could, of course, increase, year after year, the class of tax eaters who
had been taxpayers. In New York, for example, of those persons classified as
temporary disability cases of more than 6 months' duration, 80 percent return
to work within a yr.ar. How many of this 80 percent will ever return if they can,
by continuing there disability, receive more in net income than they would if
they return to gainful employment and again became taxpayers?

It seems somewhat ironic, on the one hand, to have the Federal and State
Governments spend millions of dollars annually on rehabilitation programs
(coupled with the splendid work being done by the President's Committee for
the Employment of tlbe Handicapped) and, on the other hand. to have the social
security system continue to erode all incentive to rehrn to work.

The House Ways and Means Committee report recommends the passage of the
provisions objected to In their current form. It suggests a review of possible
duplication between the State workmen's compensation programs and the Fed-
eral social seclrlty disability program, as well as the effect of costs to em-
ployers, after 1046. However, if these proposed provisions are not eliminated
now, the possibility of their being removed later seems remote.

For years we haw- urged the restoration of the offset for workmen's com-
pensation payments against social security only to be met with the adamant re-
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fusal of the Social Security Administration to favorably consider the proposal.
It is much more likely, therefore, that the States will be forced to cut back
their workmen's compensation programs to avoid duplication and overpayment,
a result which is both morally and financially wrong.

This association opposes the inclusion in H.R. 6075 of the provisions con-
tained in section 303 thereof and urges that said section be eliminated from the
bill.

Respectfully submitted.
JAMES J. REGAN, Secretary.

STATEMENT BY THOMAS B. LAWRENCE, WASHINGTON COUNSEL OF TE NATIONAL
LICENSED BEVERAGE ASsoCIATIoN, RE SEOTION 313 OF 0.R. 6675

Mr. Chairman and members of the committee, the representations herein
are made in behalf of the National Licensed Beverage Association. The mem-
bers of this association are located in 30 States and the District of Columbia.
There are approximately 40,000 members consisting of restaurant, tavern, bar-
cafe and cabaret owners, and small independently owned hotels.

Our members are small businessmen. We provide food, beverages, and some-
times entertainment for public and private gatherings. Most of our restaurant
ant tavern operators have employees who receive tips. There are many problems
that our members would encounter should section 313 of H.R. 6675 be enacted
into law.

We have been told that withholding taxes on tips from wages would not create
a significant imposition and that no responsibility would attach to the employer.
We are likewise told that any problems we have in understanding the proposed
law will be cleared by the IRS regulations.

However, these assurances of lack of problems do not eliminate the objections
which we have to this approach of providing additional social security benefits
for tip employees.

We cannot undertake additional obligations. Our members, being laymen, can-
not comprehend the complexity of the Internal Revenue Code. They are required
to obtain professional advice from lawyers and accountants. They must have
this advice from professionals for not only what is actually expected of them
initially, but thereafter, in the attempt tc comply with these requirements as
long as they remain in business. Most of our members are small family busi-
nesses and cannot afford additional expense of this type.

An entire new area of recordkeeping and reporting Is added to the existing
problems. There must be a limit to the extension of these problems. It is be-
lieved that the proponents of laws and regulations in this field too often adopt
the easy solution of avoiding their problems and adding to ours. They assume
that we can and will procure whatever advice we need and that we can and will
be able to absorb the cost.

It is suggested that the burden of collecting and enforcing be placed In the
hands of the Government where it rightfully belongs and not be shoved upon
our members.

An important factor In the suggested approach to the extension of social
security coverage to our tip employees is that the employer will be compelled
to inquire into the transactions between the waiter and the customer for the
Internal Revenue Service. In the past, this was a matter between the customer
and the waiter, who operated as an independent contractor. If the waiter
gave good service, he received a gratuity. If his service was poor, he might
receive nothing. Should section 313 become law, employers would become an
interested party in the transactions between customers and employees.

It is submitted, and there is much evidence before this committee, that the
employees do not favor the meddling of their bosses in their business.

To treat the waiter, waitress, busboy, etc., in this area as an employee rather
than an independent contractor, will create a rash of problems. It would create
personnel complications and difficulties between employer and employee. A few
of these problems may be carefully considered :

The employer is at a loss as to what to do if some of his employees file state-
ments with him while others do not.

The employer is at a loss as to what to do should he suspect that some of his
employees understate tip income while others overstate it.

The employer may feel compelled to discharge a valuable employee whom he
suspects does not make an accurate report to him of tip income.
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The employer would most certainly be embroiled in controversies between IRS
and his employees over the accuracy of their reports of tip earnings.

The employer may be challenged by a discharged employee who could state
that the employer's rep, t did not reflect the amounts of money withheld by
the employer for the purpo.a of this law.

As stated before, employees would be reluctant to report tip earnings, par-
ticularly if these earningss are In a handsome amount. They feel that employers
may reduce the wages should the tips be substantial.

Employees rarely compare tip income with each other, much less make it known
to the boss. Certainly, if the Government experiences difficulty in obtaining
accurate statements from employees as to tip earnings, this difficulty would be
compounded should the burden be imposed on employers.

Should an employee's paycheck be less than he customarily receives, he will be
dissatisfied. His expenses are geared to the wages he receives. It is believed
that a large number of employees will seek new employment rather than tolerate
the intrusion of the employer in their private affairs.

These are but some of the problems which may be expected If section 313 is
enacted into law. We sincerely request that this committee give careful attention
to the many potential problems which are inherent to this approach.

An imperfect solution to the problem should not be adopted. There are other
possibilities. If the employee desires additional coverage which will providefurther security in retirement, the law should make this possible. Employees
could certainly include tip earnings as self-employment income. This could be
accomplished without involving the employer and all of the problems which would
accompany section 313 of the proposed bill.

The members of the National Licensed Beverage Association have full con.
fidence that the committee will give careful attention and study to the difficulties
inherent In section 313 of H.R. 6675.

STATEMENT OF HoN. CLAUDE PEPPER, A REPRESENTATIVE IN CONGRESS FROM THE!
STATE OF FLORIDA

Mr. Chairman, I deeply appreciate this opportunity to testify on behalf of
S. 1125, which is identical with my bill, H.R. 2465, amending the Social Security
Act. I am grateful for the opportunity to urge your serious and sympathetic
consideration of this proposed legislation because it affects so significantly the
lives and happiness of many thousands of our older citizens in my State and
in every State of the Union.

I understand that we cannot accomplish in a single year everything that
should be done to meet the needs of our older citizens. We are all immensely
proud of the progress we have made this year in the effort to bring more ade-quate hospital and medical care to our retired citizens. But I do not think this
great achievement need bar us from proper consideration of a problem that,
although it affects only a relative few among our older citizens, affects them
overwhelmingly in the last years of their lives.

It is difficult to appreciate at first glance the enormous importance to the
people of the provisions of our social security law which reduce the benefits ofa widow who remarrles after the death of a spouse who was a social security
annuitant. The sums the new couple loses are in the $20 to $30 a month range.
And this does not appear to be a large sum in a society where the average wage
of a production worker In manufacturing is well above $100 a week. But
the people with whom I am concerned here today do not share in this general
economic prosperity. Indeed, many of them would meet the technical defini-
tion of poverty stricken, even without the loss of this $20 to $30 a month.

What most of these couples receive Is exceedingly meager. A widow of a
social security annuitant currently receives an average of only $67.85 a month
and at most only $80 a month. The losa of $20 to $30 from this tiny sum as
the price of remarriage makes the decision to remarry or not a major financial
decls!on instead of simply a human drclsion based upon affection and a desire
for companionship in her remaining years.

Th Social Security Administration has acknowledged that the change in
our social security law embodied in S. 1125 would involve additional costs that
would be "very small, even negligible" in terms of the entire system. The major
objection is that a couple involving a widow who remarried under the provl-
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slons of this proposed legislation would receive greater combined benefits than
a couple in which no remarriage was involved.

This inequality in benefits is acknowledged. But in my opinion it would
not result In a significant inequity under our social security system. To those
retired persons fortunate enough to retain their spouses, the limited amount of
their social security benefits is an ever-present fact of life and often a source
of legitimate discontent. But these couples are not forced to face the acute
agony of choice that is required by our present law of those who wish to remarry
after having lost a spouse.

It a this agony of decision-or the no less painful acceptance of an alliance
not countenanced by our social conventions and ethical standards-that, in
my opinion, gives the situation of these couples its special character Justifying
special treatment under the law.

I (1o not believe we have a right to require our elder citizens to pay this price
in real sacrifice of their living standards or be forced to live along for the rest
of their lives. I do not believe those social security annuitants who have been
fortunate enough not to lose a spouse want us to deny this relief to the less
fortunate in this regard.

There is increasing understanding, I believe, of the special character of this
problem and of the need for appropriate and prompt relief. I have been informed
by the Library of Congress that between January 1 and April 15 of this year a
total of 42 bills of identical or similar nature have been introduced in the
House and Senate to deal with this problem.

I am especially happy that bills identical to my H.R. 2465 have been intro-
duced by Senator Ilartke and Senator Moss and by the following Members of
the [louse of Representatives: Melvin R. Laird, Sam Gibbons, Thaddeus J.
Duiski, James Kee, Robert E. Sweeney, Charles H. Wilson, Tim Lee Carter,
John E. Fogarty, Augustus F. Hawkins, Abraham J. Multer, Herbert Tenzer,
D. S. Johnny Walker, Robert D. Sikes, Leonard Farbstein, Roman 0. Pucinski,
John J. Duncan, Thomas P. O'Neill, James C. Corman, William T. Murphy,
Arnohl Olsen, Thomas C. McGrath. Ralph J. Rivers, Henry Ilelstoski, D. R.
Mlatthews, John V. Tunney, Chet Holifield, Spark M. Matsunaga, Philip J. Phil-
bin, William D. Ford, Michael A. Feighan, John R. Hansen, Ken W. Dyal,
John A. Race, and Jonathan B. Bingham.

I am also very gratified to report that numerous other Members of the Con-
gress have told me that they will support this legislation when it comes to the
floor.

I cannot urge you too strongly to give favorable consideration to this legs.
lation in the interest of these retired citizens who deserve all the peace and
happiness we can give them in the twilight of their lives.

A STATEMENT BY WILLTAM VROMAN, PRESIDENT, YOUNG CITIZENS COUNCIl,

A YOUNG TAXPAYER' B VIEW OF II.R. 6075

My name is William Vronman. My residence is 823 West Lincoln Highway in
De Kalb, Ill. I hold the office of president of and am testifying for the Young
Citizens Council. It was incorporated in Illinois during February 1965. Our
first corporate meeting was held on April 28, 1965. Prof. P. G. Dickinson is our
adviser and mentor.

The goal of the Young Citizens Council is to help in the nonpartisan struggle
to educate the American people to the implications of shifting the tax burden
every payday to the young, and especially to help in the struggle to freeze social
security taxes on the young. I am age 25 and have the viewpoint of a young man.

Since our formation we have received publicity and mail from as far away
as Massachusetts, New York, Nebraska, and Tennessee. We are now corre-
sponding to start chapters in those States. Contributions to our financial base
have come from the very wealthy and the very poor, from the very young, and
the very old.

We do not, gentlemen, wish to appear selfish in our concern for the young.
We fully acknowledge the plight of other groups of our population. But we feel
that the young have been taken to the cleaners as a group to pay for the wind-
fall benefits to the rich old.

As an example, please look at table 1 on page 252 of the report of the Commit-
tee on Ways and Means. Table 1 shows the burden which has been shifted rigi)t
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to the young's shoulders. Of the $140 billion needed to take care of all indi.
viduals over the age of 50 years until they die, only $7 billion will be peepayed-
thus making a $133,billion windfall. Those people In the limelight of life (50
to 5 years), and in higher salary brackets, will pay the $7 billion and get $105
billion In return.

Relative hospital benefit coat and taxcs paid under H.R. 6675, by 8Clected agb
groups over 60 years of ago

Cost of Cost younger
providing workers are
hospital Taxes paid required to

benefits to by selected pay to pro.
selected ago group video benefits

ago group to selected
age group

(t) Individuals 65 or over on Jan. 1, 1966 ...................... $35 ........ $35

2) Individuals between 60 and 65 on Jan. 1, 1968 ......... 25 $1 24
(3) Individuals between 50 and GO on Jan. 1, 196 .............. 80 0 74

(4) All individuals 50 or over on Jan. 1, 1966 ((1) through (3)
above) ................................................ 140 7 133

From this table we can see that today's young will have to pay the bill-
unless we, in turn, stick the next generation and I do not believe we will.
Implicit in the statement is the fact that we will overpay for our own benefits.

Under new bill H.R. 0075, employee-employer retirement contributions for
the 18-year-old, at 4% percent compound interest, would total $84,300. Includ-
ing the 7-percent increase in benefits for which hI.R. 6675 provides the total
cash benefits this work could actually collect after age 05 Is $25,802. This sum
would allow a young man to pay an annuity from a private insurer which would
give him $634 per month for life. Under social security the maximum allow-
able is $312 per month for life.

In many cases old age has been unkind to the over-O5 group. Either sickness
or financial woes late in life have left them near penniless in a nonearning part
of their life. (This destitute condition should not be allowed to exist In America.
We advocate complete care of these people at the expense of the working and
hardy members of society.

We do not subscribe, however, to the flagrant waste of worker's money to sup-
port those fully capable of supporting themselves. We will leave it to other
groups to supply statistics on this theme. Whether only 25 or 50 percent of the
people reaching 65 need assistance is not the question. The important feature
is that H.R. 6675 does not take this fact into consideration. By not acknowl-
edging this you are committing an act of immorality. Immoral In what sense?
When something is taken forcible, as are taxes, and then waste ensues--this is
immorality in the strongest terms.

The remedy is simple. It involves adjusting the tax rates, invoking a means
test, and not jeopardizing social security with giveaway programs like 1I.R. 6075.
The most important change which is required Is, a change In the concept of a
fiat tax rate on every working person in the society. We feel there are equitable
methods of taxing for a program like social security.

Private insurers recognize the fact that when a person is young he Is less
susceptible for sickness. Accordingly, his rates are initially smaller, 0hen they
increase as he progresses through the years. This is equitable and just. Seldom
does a man grossly overpay a private insurer.

When a young man is in the early adult years of life he Is struggling for his
place in the sun. He is trying to provide enough money for food on the table
each day, shoes for the baby, payments on the house, plus trying to save a little
for the children's education and old age. There is not much left after.

As he gets older, hard work has increased his salary thus edging him away
from the brink of bankruptcy. He successfully gets his children through school
and is able to put a larger portion of his salary In the bank. Why? Because
there isn't that extra pair of shoes to buy, and the last payments on the house
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bave been or will be paid shortly. Now he and his wife begin looking forward
to retirement.

To account for these facts, gentlemen, we advocate a holding of the tax rates
on the young. The following schedule will picture a stairstep formula for you.

The atairstcp formula

Age Tax rate Tax bse
(percent) (19(0)

Under ago 35 ............................................................. . 2 $5,600O
Ages 35 to 0 .... ...................................................... 4 5, 600
Ages 50 to 60 .......................................................... 6, (M

We believe this will provide sufficient revenue for the program. There will
be less incentive to give windfall, "waste" benefits to woo voters. It will provide
ant equitable system under which social security might work for many years
to collie.

I have delayed, to this point, reiterating part of Dr. Dickinson's testimony-
the important theory which deals with the inexorable tide of social evolu-
tion. I have supreme conidence in the coming "younging of the elec-
torate." This confidence urges the feeling that social security and welfare
schemes for the rich and middle Income ol will all be set aside by the elected
officials of the populace-or they will be voted out of office.

We advocate, as I mentioned earlier, taking care of the old via a program
as social security. But a rising tide, gentlemen, angered by Inequities does
not often stop at correcting deficiencies. The stop, as you know, seldom occurs
before the total destruction of the inequitable system.

You wouldn't want to be guilty of fermenting such a catastrophe; I wouldn't
want to be part of such an action. But you will be and I will be unless you
modify this law and redesigni social security to be moral and equitable.

STATEMENT BY FRANK G. DICKINSON, ON BEHALF OF THE YOUNG CITIZENS COUNCIL

OF Ds KAI.B, ILL.

THE PRESENT POSITION OF SOCIAL SECURITY IN SOCIAL EVOLUTION

Prcamblo
My name is Frank G. Dickinson. My office address Is Department of E!onom-

Ics, Northern Illinois University; my residence address is De Kalb, Ill. Ob-
viously, I cannot testify for a university. These Ideas are my own. My state-
ment is made on behalf of the Young Citizens Council of De Kalb, Ill., a new
organization chartered February 24 under the "General Not for Profit Corpora-
tion Act" of Illinois. With me is I. William Vroman, one of my graduate students
at Northern Illinois University, De Kalb, Ill., who is the first president of the
newly organized Young Citizens Council. Mr. Vroman's statement will explore
some of the obvious ways in which this measure exploits the young; and tell you
about their new organization.

I have testified on pension questions during the past 10 years several times
before the House Ways and ,Means Committee; and before this committee on
I.1. 10 (June 18, 1959, when I suggested alternate limits for the pension set-aside
for the self-employed of 1 percent or $1 a day). Today, I hope to help
the menibers of this important committee, of which both Senators from
Illinois are members, strengthen social security and understand the importance
of amending this measure to make it fair to the young. I shall stress taxes
and not benefits. I shall stress the stake of the young in this bill.

I propose, with the consent of the chairman, to shorten my usual lengthy
presentation by asking the chairman to allow me at certain points in mny testi-
inony to summarize certain of my more than a score of published items-only my
own studies will be featured because this is my testiniony-on pension questions
by Inserting in the record of these hearings the full text of these items without
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reading the entire text of each; nor the long footnote listing them, Mr. Chair.
man, I trust that you will Include those four Items in the Irecord of these bear.
lngs 1  (The attachments referred to were too voluminous for printing in this
record and were ma4e a polrt of the Committee files.)

I I shall refer you to the following of my published Items ; some of these, but not all, I
ask to be placed In the record :

(a) "The Social Security Principle," Journal of Insurance, December 1000. I ex.
planned that the social security principle was the principle of fraternal assessment Insur.
nuce, popular at the turn of the century. I con tended that the OASI Trust Fund had
degenerated Into a claims fluctuation fund and that only 4 percent to 5i percent of the
pension benefits had been prepaid In retrospect at the time the individual entered on his
OAI pension, and that the OASI Trust Fund no longer could pay the benefits of the
next 20 years. The lesson from the fraternal experience was that o protect OARI from
such a fate, there should be three stairsteps In the OASI taxes-under age 32, age 32-46,
age 47 and over. This first article in the series was reprinted In the hearings before the
Committee on Ways and Means on II.R. 4222 (Aug. 1. 1061) in my testimony of 39
pages, 1256-1204. Hence, there Is no need to reprint this first article again.

(5) Thus OASI resembles OAA to the extnt of about 95 percent. According to pages
60. 70, and 71 of "Social Security After 18 Years," a staff report to lion. Carl T. Curtis.
chairman, Subcommittee on Social Security, Committee on Ways and Means, House of
Iepreseniatives, 1054, the unprepaid portion of OASI benefits was 98 percent at the end
of 1952; If employer contributions were Included, 96 percent. In my opinion the coin.
mittee should bring the Curtis study dowu to date. Second, a letter dated September 22,
1064 from Robert J. Myers Chief Actuary of the Social Security Administration, In-
cluded a manual entitled "Work Book-Basic Training Course for Technical Employees
Office of Employee Development, Division of Management." I which Mr. Myers indicated
(on p. 44) that In 1003 that "1* * * for those now on the rolls It is 11 ely that they would
have paid, at most, for about 10 percent of the benefits actually payable to them.' This
indicates a current upper limit of 10 percent prepaid. (I have exchanged a number of
letters with Mr. Myers.) According to my computations only about 5 percent of the
benefits have been p-iid on date of retirement. The Curils type study and the Myers'
"upper limit" study should be updated for students as well as the Members of the Con.
gress. Under the proposed bill the pereentfge of public charity (or "social" charity) will
rise above 05 percent for those of us eklready past 05 years or age.

(M) My first article was- in turn, criticized in the Journal of insurance, June 1001, by
three actuaries (W. R. Wllllamson, Ray M. Peterson, and Robert J. Myers), with my
rebuttal. This item was also reprinted In my testimony on H.R. 4222 and will not be
among tMe Items I am askiug to be inserted In the hearings today.

(d) My discover of "The Century Cycle" was announced in a 28-page article under
that title reprinted from The Proceedings, 1063-64 of the Conference of Actuaries In
Public Practice, pages 865-302. (This article Is actually taken from the manuscript of
my forthcoming book entitled, "Time and Man; The Revolt of the Young In the Century
Cycle.") Briefly, "The Century Cycle" refers to the fact that the percentage of voters
aged 50 and over In the United States has risen from about 25 percent in 1600 to the
century peak of about 42 percent in 1064, and will return to 25 percent again in the year
2000. *The percentage of adults 50 years of age and over in 1004 was close to 40 percent
whereas the percentage of voters was about 42 percent. This difference results from a
preponderance of young adults among the adults who are ineligible to vote-the aliens.
the persons made Ineligible by change of residence, etc. In my testimony, I shall comment
on the 28-page reprint and ask that It be included In the hearings today. It is basic to
my testimony.

(e) I also ask to have reprinted In the hearings today a four-page Item also entitled
"The Century Cycle." It Is largely excerpts from the 28-page article of the same title;
It was prepared by the editors of The Spectator, a well-known Insurance Journal since
1860, published In Ihiladel phia. I have attached to the four-pager a single sheet In the
form of a letter on the subject. "The Road Ahead 1" this one-page letter Is dated Thanks-
giving Day 1064; It Is, therefore, a sort of appendix to the four-pager.

(Q) I exchanged some correspondence with lion. Wilbur D. Mills, chairman, House
Committee on Ways and Means. The letters from Mr. Mills are dated February 10 and
Apr!i 26. My reply to Mr. Mills is dated Smiday. leliriari- 14; It runs about 41'/ type-
written double-spaced pages (large type) nud Is divided Intc; three parts: the Impractical
the practical, and the very practical. These three parts summarize the Ideas mentioned
aboic and lay stress on the need to strengthen social security and lessen the burden of
social security taxes on the young, say, those under age 35. This exchange of letters is
set forth In the text of my testimony today. It summarizes the testimony I wanted to
give before the House Ways and Means Committee.

(W) All persons hope and some actually expect length of life measured from birth to
increase as rapidly during the second half of the 20th century as It (d during the first
half, Unfortunately, tha expectation Is not supported by the population mortality tables
from 1050 through 1003. The three opening paragraphs of my article, "The Century
Cycle"-which I requested it footnote (d) above be inserted In the record of todayls
hearings-suggest that the gain in the second half of the 20th century will be only 7 years
as compared with almost 21 years In the first half of the century: I hope these three
paragraphs will suffice to e}lminate any notion that the rapid gains of the past will be
cont nued in the future. upon request, I would be glad to furnish any member of the
committee with a copy of the article referred to In the first paragraph of "The Century
Cycle." which was also presented before the Conference of Actuaries In Public Practice
but In 1959. I doubt that the detail Is sufflciently Importnnt to warrant the insertion ot
my 1056 paper, "'he Threescore-Year-and-Ten Plateau," as the committee probably realizes
tht gains In the expectation of life at birth will be very modest (luring the third third
of this century. An era has ended, making the first half of this century perhaps mankind's
greatest balf century. We cannot attain, for example, a negative rate of infant mortality
to duplicate the decline percentagewlse of the first half of this century.

(h) A new organization in Dekalb Ill., the Young Citizens Council. was chartered
recently by the State of Illinois under the General Not-For-Profit Corporation Act-charter
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After this long footnote, I return to the text of my testimony under the title,
h Present Position of Social Security in Social Evolution." I will first

review the four pages of testimony I wanted to present to the House Ways and
Means Committee. Mr. Chairman, will you please distribute to the committee
at this time the exchange of letters with Hon. Wilbur 1). Mills? I shall read
and comment on my reply of February 14.

FMRUARY 10, 1905.
DFAR Paor~ssou DioxINSO't: If you would make available to me the four-page

letter to which you referred in your letter of February 6, 1 shall make every effort
to have It presented to the committee during the current executive sessions
on I.R. 1.

With kindest personal regards and best wishes, I am,
Sincerely yours,

WLAUR D. M.LS,
Chairman, Oommittce on Ways and Means,

House of Represenlatives.

Ne. 200 "ited Feb. 24, 1005. The officers of this new organization are three students
a NorflY n Illinois University: It. William Vroman, president; Donald Udstuen, first
vt. pre. "ent, and Wesley Johnston, secretary-treasurer. I have been asked to serve as
the i.lr.sor for the Young Citizens Council. Mr. Vroman and I appear here today before
the Senate Committee on Finance as representatives of this new orgaulation., The pur-
poses of the Young Citizens Council are set forth in two items which I wish to place in the
record today: first, my letter to Mr. Vronimn of March 26; second, an editorial of Wednes-
day, ADril 27, "Young Citizens Rebel," In the Chicago Tribune.

(4i) would also like to call attention to the editorial, "Robbing the Young To Pay the
Old," by Charles B. Human, president of the American Farm Bureau Federation, in the
March 1065 issue of Nation's Agriculture. Since lion. Charlotte T. Reid, Member of
Congress the Representative from our district, has already luserted this editorial In the
Congressional Record (March 22, p. A1814), I shall not ask that it be made a part of the
record of the hearings today.
(J) The change in th9 age distribution of voters during this century Is due to four

factors: changes in birth rates, changes in immigration and emigration, anil changes In
the length of life (mortality)'; the fourth, the changes In the proportion of the adults In-
eligible to vote, affects changes in the percentage of older and younger voters but not
g'ounger and older adults. No attempt will be made In this testimony to treat these four
actors separately. For example, expectation of life at birth, sometimes called average

length of life from birth, has remained almost stationary around T0 years for the past
decade. As noted, some of us doubt that It will exceed 75 years by the end of the 20th
century. We surmise from the available data, that the proportion of voters aged 50 and
over was 25 percent In 1000, bit the century's peak of 42 percent In 1064, front which it
will steadily recede to 25 percent again at the end of the 20th century. (Those under
age 50 are called herein young voters or merely, the young.) This Is what we mean by
"The Century Cycle." but we shall omit the statistical evidence.

(k) !n the text I have made frequent reference to the term "the younging of the elec-
torates." I am sure you will not find tihe word "younygng" in your dictionary but you
will find the opposite, "aging." In any large dictionary. I thought I should offer the com-
mnttee the first article I wrote (in 19,58) in which I coined this term "younging." It was
the result of 4 months study in Australia and New Zealand and refers mostly but not
entirely to those two countries. At that time I thought that the changeover from the
aging to the younging of the electorate would take place in New Zealand in 1962. On the
basis of later, detailed data furnished nie by a former Prime Minister, the careful computa.
tions of the government statistician of New Zealand show that the proper year was 19064
Instead of 1062, as I showed in this eight-page article which I wouldlike to have Inserted
In the record. I daresay that anyone who wishes to study this important change which
Is now coming in Western nations would do well to start with this 1958 publication. It
alpo includes an editorial of the same title, In fact, I would say that anyone who wants
In look clearly into the dynnnmis of social change among Western nations would do well
to watch Australia anti New Zealand.

As noted elsewhere, the changeover from an aging to a younging electorate will not come
In the United Kingdom and Sweden before about 1980. Hence. according to my reason-
Ing. the "welfare state" trends will continue In these two countries until around 1080. so
I would like to have this short article of eight pages Inserted Into the record In the hope
that it may add to the knowledge of the members of the committee and other Mfembers
of tme Congress who are called upon to Judge some of these great changes in social
evolution.

I readily grant that some of my concepts About social evolution are result of reading
the many writings of Thorsteln Veblen who died in 1029. (I think It likely that the
junior Senator from Illinois might have known Professor Veblen personally; I did not.)
lie had a reputation of being a rather cantankerous economist but his wrifingsR on social
evolution are among the best. I daresay that he had a better understanding of the
Implications of ChaTles Darwin's, "The Origin of the Species," and his fundamental doctrine
of evolution than did any other social scientist; also Veblen accomplished more than any
other economist in applying the Darwinian Theory of Evolution to the social selences. I
am especially indebted to Veblen for pointing out again and again that every stage In
,social evolution begins and ends. It Is my belief that one stage In social evolution, the
aging of the electorate, Is now In the process of ending In Western countries. Secondly,
I am 'of the opinion that it WAs the aging of electorates which largely accounted for the
widespread acceptance of "welfare state"l Ideas among the Western countries In the 20th
century, particularly In the second third of the 20th century.

()To sumniatri ze this long footnote--I am asking that the record of these hearings
Include four of my published articles described lu footnotes: (d) "T o Century, Cycle"of 2<8 pages ; (a) the five gs the ahort version of "The Century Cycle' ; (h) ins' letter to
the new Young Citizens Council and the editorial about its birth In the 9bieago Tribune
of Apr. 1, and (k) my 191S article of 8 pages, "The Younging of Electorates.'

47-140-65-pt. 2----46
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NORTHERN ILLIZJOIs UNIVESTrry,
Do Kalb, Ill., February 1f, 1965.Hon. WILuR D. MLes,

Chairman, House Comnif ttee on Ways and Means,
House 01co Building, Washington, D.O.

DEAR MR. MILLS: Thank you for your reply of February 10. I trust that
reading aloud these four pages will prove valuable to the committee members

My statement Is divided into three parts: the impractical, the practical, and
the very practical.

Cordially,
FnAmK G. DIcKINSoN, Professor.

APRIL 20, 1965.
DEAR Da. DIClINSON: In reference to your telegram, generally speaking I do

not insert in the record statements submitted on subjects pending before the
Committee on Ways and Means. I am sure you can understand the reasons for
my policy on this, since presumably there would be many people who would like
such statements inserted in tie record.

If, as you Indicate In your telegram, Mrs. Reid should desire to insert your
letter in the record, this would be perfectly all right with me.

Sincerely yours,
WrLBuR D. MILLS,

Chairman, House C7ommittee on Ways and Means,
House of Represcntatives.

The impractical
In my last appearance before the Committee on Social Security Amendments

(H.R. 4222, August 1, 1061) I said at the very end of my remarks (39 pages,
vol. 2, p. 1294) : "God willing, if I should live to be old enough to get my 0ASt
checks, I will keep only the January check; for that is about what my employer
and I have prepaid. Tie other 11 monthly checks, I will give to youngsters who
must pay for my benefits. If some great catastrophe should pauperize me, I will
use as ninny of the other 11 checks as my circumstances require, and be grate.
ful for them as public charity." This is what I meant then and mean now by a
friendly attitude toward social security coupled with a reasonable standard of
social morality in an era of the aging of the electorates, which is now ending.

Some of you may possibly recall that in 1954 1 issued a call for a society of
"go-givers" who would agree to refrain from accepting OASI pensions In excess of
the amount the individual and his employers had prepaid. I did not get much of
a response to that appeal. So I am calling this first part of my remarks, "the
impractical."

Now you propose to increase my social security pension by about $7 a month.
I expect to retire from teaching on September 1, 1967, at which time I will be
eligible to receive my OASI benefits. I shall apply the same rule to this extra $7.

Now you also propose to offer me certain types of hospital care and nursing
home care which have been estimated to pay, on the average, something like 28
percent of the health cost of a person 65 years of age. This is a nontransferable
service benefit. I will pay nothing toward the cost. I can, of course, give away
$3,000 a year for 10 years as penance. (I started last year.) Unless I become
one of the truly needy old, I shall not accept such service benefits. Also, I will
not stain the word "insurance" by calling such a promise insurance. This is
another tax-welfar, program, not an insurance program.

In passing, let me admit that Congress has a perfect right, of course, to lend
any name that it wishes to legislation, and will frequently choose words that
have the greatest selling appeal. I do not have the advantage of a retrospective
view which an economist would bare in the next century. He could then look
back, particularly at the middle third of the 20th century, and might then con-
clude that it was wise to call such a tax-welfare program (now about 95 percent
public charity), "insurance," in order to get the proud American people to accept
the nonprepaid benefits. I admit that, in retrospect, an improper label for
legislation sometimes seems wise. The middle third of our century did witness
probably the most rapid aging of any population In history. On the other hand,
the greatest relative gain in affluence came during this middle third to those now
In the age group 65 to 75 or 80.
The practical

Now for the practical. An Individual cannot grow younger, but our Nation is
growing younger. We have Just passed the peak of the century cycle in the pro-
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portion of older voter&--aged 50 and over-at about 42 percent. At both the
beginning and the end of the 20th century the proportion was and will be a
modest 25 percent.' This downswing will be a practical discovery for political
leaders-and for preachers, physicians, philosophers; even poets and economists.
Dr. Townsend and J. M. Keynes will be out of style in the third third of our
century. The young will be in the driver's seat within less than a decade.

All we know about social evolution Is that every stage begins and every stage
ends. The central force that produced what the British like to call the welfare
state in the second third of the 20th century in Western nations was primarily
the aging of the electorate.

I admit that prophecy is still an exclusively divine gift. But I think there
are sonic things that we can say about the third third of the century which, if
not completely realized, will, nevertheless, be of great practical value to our
political leaders today.

First, I doubt very much that it will be a third of a century in which the
Federal budget will be unbalanced in three-fourths of the years. I do not think
you should look forward to the third third of the century as an era In which it
will be unpopular for political leaders to balance the budget and pay off some
of the national debt.

Second, the young, as I have known them as an old teacher, do not want to live
in a riskless society. Youth Is a bit reckless; the young do like to take some
chances. They are not stupid, unable to detect being exploited. All of the
young do not have poor grandmothers and poor grandfathers that must be looked
after; and all of the old do not have grandchildren. So as the young come to
rule, they will surely annihilate the welfare state concept which has developed
during the second third of the 20th century for the basic reason I set forth above,
the aging of the electorate. The welfare engine Is now in reverse gear.

Third, a similar switchover from the aging to the younging of the electorate
will not come in the United Kingdom, Sweden, and other nations until around
1980. Hence those countries provide us with no harbingers of our own future.
Those nations will and must continue their welfare state era until 1980. Only
Australia, in which the younging of the electorate has already started gives us a
sense of history. The welfare state wings of the labor parties down under are
slowly fading.

Fourth, Just consider the increase in the number of persons reaching age 21 in
each calender year In the United States--from 2.2 million In 1960, 2.8 million In
1965, 3.5 million in 1970, 3.9 million In 1975, and to over 4 million in 1980 and
1985.
Thorstein Veblen.

I admit to students of economics that I am indebted to Thorstein Veblen for
some of these Ideas on social evolution. Starting at the turn of the century, he
taught us more clearly than perhaps any other institutional economist that social
evolution Is continuous, that any two-step concept such as Karl Marx suggested
In the rule first of the bourgeoisie followed by the rule of the proletariat Is an
Inaccurate presentation of social evolution, because every stage in social evolu-
tion begins and ends. One stage is ending now. Again, it Is my hope, gentle-
men, that this reference to the permanence of social evolution will help to guide
you out of the second third Into the third third of the 20th century.

My principal hope Is that the switchover or switchback from an aging electorate
to a younging electorate, which has never occurred before In the history of the
world, will encounter the least possible amount of confusion, the least possible
rigors of a class struggle, and the gentlest of relationships between the old and
the young. The time has gone by for us to still think In terms of giving a lot of
money to the old people like myself, and the rich old, by taking It out of the
pockets of the young through OASI, Federal deficits, and lower taxes. These are
correctly called transfer payments from the young to the old. They take place
every payday, not during some Ill-defined generation. It is somewhat like taking

I can furnish you, Mr. Mills, with the necessary tables derived from census data. The
voters who will become eligible to vote at age 21 in the year 2000 will, of course, be the
survivors of the babies born In 1979. The brandnew voters attaining age 21 In the year
1085 were born In 1904- they have all been counted. So the proportion of older voters
'will definitely be declining between now and 10815. This downward trend In the pro-
portion of older voters will, I believe continue beyond 1985 to the end of the ccutury.
The females who are going to bear children In 1005 to 1979 have already been born and
counted. But we do not, of course, know what the birth rates will be from 1005-79. My
forecast for 2000 assumes an average of 4 to 5 million births a year through 1079. The
number of births In 1905 and 1900 could fall below 4 million.
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money out of one pocket and putting it into another; but, gentlemen, they are
not the same pair of pants.
The very practical %

Last, the very practical. For these reasons, so briefly and ineptly stated, I
urge you to freeze social security taxes at the present level until the taxpayer
attains age 35, even if a higher tax schedule is required for those who will pay
80 or fewer years. He would still have to pay social security taxes many more
paydays than I have. Give the young a chance. You may need the support in
the near future of this coming torrential horde of young voters. Perhaps as the
years go by some of the members of the committee will thank me for the Infornis.
tion in this statement.

Finally, a brief comment. Inflation cuts several ways. As indicated above, the
great majority of the old in the age group 65 to 80 nre middle class. Inflation
has Increased their current cost of living (usually without dependents), enabled
them to sell advantageously houses owned for 30 years, investments held for 20
years, etc. Inflation has increased the gross national product and their share of
it. But the transfer payments from the rich and poor young to the rich, middle
income, and poor old are independent of the amount of GNP-$333 billion, $666
billion, or (the automation) $999 billion. The young, as always, will gladly help
the old and the young who are truly in need regardless of inflation, GNP, etc.

MV concluslons
So much for the materials sent to the Honorable WilburD. Mills, chairman

of the House Ways and Means Committee. I now present my conclusions.
Over the years, my students have told me that when I try to be brlef I tend

to be dogmatic. But I must take that risk today. I have sought to take the
committee today on an excursion into the field of social evolution and try to
locate social security and this particular bill in that never ending process.
Every stage of social evolution begins and ends. One is ending now. That
makes the answer to the question posed by the title of my remarks very difficult
for me and for you. We live In revolutionary Umes. I cherish the hope that I
have kept this discussion today on a high plane. But the several conclusions
and the suggested amendment may seem dogmatic to some members of the com-
mittee. Such Is not my intention.

My first conclusion is that this bill, H.R. 6675, belongs to the second third of
this century. Social evolution has passed over Dr. Townsend and J.M. Keynes.
This bill, In other words, perhaps fits the second third and not the third third
of our century.

Second, watch out for the avalanche of the young in the third third of this
century. You can keep out of its way, but you cannot fight it. The young will
rule. The young will revolt against these huge transfer payments from tle
rich and poor young to the rich and middle-income old.

Third, the power to tax Is Inherent in the sovereignty of the Federal Gov-
ernment. It is a sine qua non of sovereignty. The Federal Government can
Impose on earners at all ages the same rate of social security taxes. The
fraternal assessment societies, popular at the turn of the century, charged all
"brothers and sisters in the lodge" the same assessment rate. They had the
power to make this fatal mistake. All of them went bankrupt except the few
which saw the handwriting on the wall and charged younger "brothers and
sisters" lower assessment rates than older "brothers and sisters." By that
change, a few avoided bankruptcy.

Fourth, the sovereign power of government cannot prevent social security
from going down that same rocky road, because the right of the young to revolt
against these huge transfer payments from the rich and poor young to the rich
and middle-income old under uniform tax rates, Is just as inherent in r
democratic society as is the sovereign power to tax. The people are the
sovereigns. I beg you to eliminate this basic inequity of charging young
people every payday as much social security taxes aq you charge older workers
who will pay many fewer years.

Fifth, social security is not really a system but a series of layers of benefits
started in 1935, changed in 1939, and six times since then. Social security is
like a series of ledges on a hillside. Trying to treat social security as a hill or
as a system completed in a given calendar year and referring to the cost to the
available taxpayer-does not exist except in the Keynesian wisecrack that "in
the long run we are all dead." In any month, in any year, there are taxpayers
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at all earning ages. This wisecrack was the most revealing error made by the
late J. M. Keynes (who was never a professor).

Sixth, the era of Dr. Francis E. Townsend and J. M. Keynes has ended. Dur-
ing the third third of the 20th century, leaders will be anxious to pay off the
Federal debt, reduce the social security taxes on the young (say, those under 35
years of age), and generally favor the younger voter.

Lastly, gentlemen, these are my conclusions from my study of social evolution
and of the implications of the switchback from an aging electorate, which
largely produced the "welfare state" trend, to the brandnew era of the young-
lug of the electorate. In other words, gentlemen, I believe that H.*R. 6675
clearly belongs to the second third of the 20th century and not to the third
third. It represents a look backward and not forward In social evolution.
Finally, as an old teacher, let me venture the observation that the young will
never rebel against reasonable provisions for the needy old and the needy
.ung. The coming revolt of the young will be against the transfer payments
from the rich and poor young to the rich and middle-income old; and to the
mounting Federal deficit, so popular in the second third of this peculiar cen-
tury. The transfer payments to which I refer are made every payday with
some adjustments made on April 15.
Freeze social security taxes until age 85

I have made some critical remarks about H.R. 6675. Now I will propose
an amendment which will give you a chance to criticize me. First, let me
apologize If any of my criticisms are overly sharp. I mean to help you
strengthen social security, not weaken it. Its friends are far too few. Not
once have I mentioned such extreme terms as the "population explosion" and
the "revolts on the campuses." I apologize for a few references to an un-
pleasan, term, "welfare state" of British origin. I dislike these flamboyant
terms. (Nor have I referred to the $40 billion deficit in your own civil
service retirement reserve funds.) But I have tried to be explicit.

I respectfully urge the committee to amend this bill so as to freeze social
security taxes at present levels until the taxpayer attains age 35. Give the
young a chance to get started raising their families. Do not require a majority
of them to pay more social security taxes than income taxes. Those who must
pay many years should pay less each payday. Do not aggravate the coming
revolt of the young. Do not endanger the future of social security.

I am not commenting today on the benefits, the welfare side of this vast tax-
welfare program started in 1935. My proposed amendment, in order to be
responsible, must provide for revenues to match the revenue loss resulting from
my proposed tax freeze below age 35. First, you will need to obtain actuarial
data from the Social Security Administration. Second, I would prefer two
stairsteps of higher taxes and tax rates--first, for ages 35 to 49 and, second,
for ages 50 and over. I would prefer not to guess whether these two extra
rates would be 0.2 and 0.4 percent, 0.4 and 0.8 percent, etc. These two extra
rates can be computed quickly by the actuarial staff. The committee should
also request figures for a one-step-higher tax rate for all ages, 35 and over.
Then the committee would be armed and could then chose between the two
stairsteps and the one stairstep in the social security tax rates. Again, I
suggest two stair steps for the age-35-and-over group, but two might seem too
difficult to administer. Those now age 50 and over and those 35-49 would pay
higher social security taxes until retirement than under present law or under
the proposed new (uniform) tax rates. Likewise, my stairstep taxes would
require lower lifetime taxes for those now under age 35--unless some new sink-
hole is invented to siphon off the extra contributions from those now 35-49
and those now 50 and over under my proposed stairsteps. Please don't be
fooled by any specious arguinent that my stairsteps will not help those under
aige 35 during their working lifetimes. Either one or two stairsteps for the 35-
and-over group would be a mild reform, only a step In the right direction
away from the fatal fraternal assessment idea of charging all "brothers and
sisters in the lodge" the same assessment rate.
The "stupid" young and the "greedy" old

Is this entirely a contest between the greedy rich and the greedy middle-income
old 50 and over versus the stupid rich and poor young? Of course, all of the rich
and middle-income old nte not greedy, and all the rich and poor social security
taxpayers under age 50 are not stupid. On this point I recall a vivid comment of
a rich Wall Street lawyer (over 70). "Dr. Dickinson, I need my OASI pension
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checks to help pay my Income taxes during retirement. I doubt that I wil
prepay even your &} percent of the cost. Of course, we are robbing the young
every payday through uniform social security taxes, through not paying enough
taxes to balance the Federal budget, etc. We should admit it. But tell your
young friends that they can get even. Tell them to go and do likewise to young
who follow them" I call this "the treadmill of time ad nauseam, ad infinitum"

Senator Byrd, and members of the committee, I have pointed out how the
American people, both young and old, can slow down a little this "treadmill of
time" by freezing social security taxes at present levels for taxpayers under age
85 and increasing the tax rates by one or two stairsteps above age 35. The
coming avalanche of the young will force a slowdown in this "treadmill of time."
Why not now? Thrnk you.

WEST VIRGINIA STATE MEDIOAL ASSOCIATION,
Charleston, W. Va., May 14, 1965.

Hon. HRRY F. BYRD,
U.S. Senate,
Senate Office Building,
Washington, D.C.

DEAR SENATOR BYRD: As chairman of the Council of the West Virginia State
Medical A ,sociation, I desire to express to you the following views regarding
H.R. 6675 nov"r before the Senatb Finance Committee.

(1) The King-Anderson portion of this bill makes no distinction between the
individuals above the age 65 who need financial help for hospitalization and
nursing home care, and those who have financial security and are fully able to
meet their expenses. This is a waste of the taxpayers' money, and places an
unnecessary burden on the younger group of wage earners.

(2) The medical services of private physicians should not be placed under the
complete control o1 the hespitals or under the Department of Health, Education,
and Welfare. T'Jhe "Douglas amendment" is an attempt to do this in the Senate.
The four branches of the private practice of medicine with which this amendment
is concerned are pathology, radiology, anesthesiology and physical medicine. The
services of these physicians are not hospital services as such, and have no place
In this portion of the bill.

(3) I am confident you are concerned with maintaining hospital and medical
costs as low as possible compatible with good medical practice. The approval
of that portion of H.R. 6675 as now written pertaining to the separation of phys.
clan's services from the hospital benefits portion of the bill, would tend to lower
the total costs of medical care. Combining these physicians' fees with the hos-
pital charge, as would be required If the "Douglas amendment" is approved, would
obscure and hide the hospital profit In these departments.

(4) The number of physicians In all branches of medicine mentioned above.
The adoption of the "Douglas amendment" would only make this shortage more
acute, as there will be fewer physicians electing these specialities during their
training years. In addition, there are numerous physicians now practicing these
four specialities in hospitals who will separate themselves from present hospital
agreements because of probable exploitation by hospitals.

I sincerely hope that you will use your influence and vote In the Senate to defeat
those ill conceived, costly and disruptive portions of the proposed "medicare bill"
as outlined above. I world greatly appreciate hearing from you.

Very sincerely years,
CHARLES L. GOODHAND, M.D.,

F.A.C.S.

STATEN ISLAND, N.Y., May 1, 1965.
Hon. H. F. BYRD,
Senate Finance Commtittee,
Senate Office Building,
Washington, D.C.

DEAR SENATOR BYRD: The House-passed medicare bill (H.R. 6675) does ab,
solutely nothing to encourage people to cultivate good health so that they will
not require medicare when they retire. The enclosed sheet (new approach for
medicare), will do Just that by providing a real incentive. Certainly a plan
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which will do so much to bless the individual as well as our country, ought to
e given a favorable hearing by the Senate Finance Committee. Then the

Senate will be able to constructively amend and improve the action of the House
on medicare.

At a time in our country's history when so much stress Is placed on freedom,
individual enterprise, civil rights, and the use of the ballot, this plan (new ap-
proach for medicare) is indeed a real opportunity to exercise these principles
and to honestly find out the wishes of all the members of the social security
system on such a controversial subject.

Hence, I respectfully and prayerfully ask that you have this communication
printed in the Congressional Record as soon as possible and that it be made part
of the public hearings to be held at a later date.

With all best wishes for comtry's progress,
Most sincerely yours,

CLn ouD R. JOHNSON.

NEW APROACH FOR MEDICARE

If either or both of the following new propositions are included in medicare leg-
islation, no fairminded American need fear congressional approval.

1. Give members of the social security system the right to select a higher-
pension without medical benefits or a lower pension with medical benefits (the
actuarial equivalent shall be the difference in the pensions).

2. Congressional medicare legislation must be subject to final ratification by
a majority or a two-thirds vote of all social security members (similar to referen-
dums for wheat farmers).

As the author of this simple new approach for quickly resolving the medicare
debate, I urge prayerful consideration by both the Members of Congress and the
general public on both sides so that the legislation logjam can be broken and
America can march forward at a faster rate in this age of speed.

WASHINGTON, D.C., May 19,1965.Hon. HARRY FLOAOD BYRD,
hatrman, Finance Committee,

U.S. Senate, Washington, D.C.:
Mr. Chairman, and all members of this committee, and other Members of

U.S. Congress, must say, much has been learned from the hearings on H.R.
6675 in the past few days, however, the opposition is stronger, No, on "medl-
care"-No on "eldercare," and No on Long's proposal.

"Social Security," most unfair. So many not covered.
In the nursing profession, private duty nurses, practical or licensed practical,

or graduate, licensed nurses, (that is, P.N., or L.P.H., or R.N.). They are
covered while working for a hospital or nursing home, floor duty but not private
duty in patients' home or hospital or nursing home or wherever patient resides.
"Aides" and "babysitters" are not covered. So many othei, workers are not
covered as testimony has been given by other witnesses.

The Kerr-Mills Act is definitely inadequate--and is not the answer to "the
care of the sick." Each family should care for his own, likewise, each State the-
same. States Rights.

T[he "disability pay" now given through "social security" is not enough to-
meet the needs of a permanently disabled persons, to live on, especially a married
person.

We, as good Americans, believe In freedom-but, It- -H.R. 6O75 is passed and
becomes a law-where are we? We do not need any further " "socialism" or
"socialized medicine."

Request the above statement be given deep consideration, in behalf of all
people. Urge you not to pass H.R. 6615, because of its "socialistic" manner.
Thank you.

TPhe Lord's will be done-Amen.
Sincerely,

NELL MAY MERUSON STEPnH S,
(Gcorgia) L.P. Nurse.(Unpaid registered lobbyist.)
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TIlM INDUSTRIAL COSfMISSION OF OuIrO,

Hon. FAliK . LAsolm Colutnbus, Ohio, May 13, 1965.

Senate Offlee Building,
Washington, D.O.

DEAR SENATOR LAUScnp.: As chairman of the Ohio Industrial Commission and
on behalf of both the commission and the administrator of the bureau of work.
men's compensation, I feel that we, as representatives of injured workers, em.
ployers, and the general public, should bring to your attention a matter of grave
Importance.

H.R. 6075, now before the Senate Finance Commijaee, .contains section 30,
which we strongly urge must be deleted from the ,ill. This provision would
permit an individual to receive Federal disability nefits even if he was suffer.
Ing a temporary disability and if he was unable t engage in substantial, gain.
ful employment for 0 months or more. This liberal definition of total disability
multiplies the already existing serious problem permitting duplication of benefit
payments under the Federal social security sys em and the Ohio workmen's com.
pensation program. /

The ever-increasing attempts by the Fedefal GoVernment through the social
security system to Invade what has been, since 1013, a State program has pro-
duced almost unbelievable results. Double payments not only discourage re.
habilitation of Injured workers but also I crease costs to both the employer and
the employee.

As an example, the result of duplica e payments of permanent total benefits
to a worker with a wife and two child en under 18 who Is injured in the course
of employment would be as follows u der existing Ohio law and the proposed
medicare-social security bill. While working

Annual income -------------------------------------------- $, 000

Federal income tax (approximate) -------------------------------- 500

Social security tax ------------------------------------------- 174

Total tax ----------------------------------------------- 74

Total annual take home ----------------------------------- , 326

After disablement (nontaxable)

Annual maximum social security benefits ------------------------ $3, 744
Annual workmen's compensation benefits -------------------------- 2, 548

Total annual spendable Income ---------------------------- 0,292

Obviously a person who has almost $1,000 more to spend for not working has
no Incentive to return to work; and without a promise of financial gain, rehabili-
tation would, In most cases, be of no use.

The recognition of this serious problem was made by the House Committee on
Ways and Means when it recommended a study to determine the exact nature
and extent of the problem concerning the duplication of benefits. It would ap-
pear that the study should be made before the problem Is magnified.

In summary, I am opposed to the present system of duplicating benefit pay-
ments. and certainly any enlargement of such as proposed by section 303 of
H.R. 6075, because such a system:

1. Violates the basic concept that occupationally related disabilities are
solely the cost of production to be paid through workmen's compensation,,
not social security;

2. Would bring efforts to limit workmen's compensation benefits to 6
months and thereby throw the burden of extended disability cases upon so-
cial security, resulting in a crippling of our State workmen's compensation
system;

3. Will greatly increase the number of individuals receiving duplicate ben-
efits totaling more than their net earnings before injury;

4. Will hamper efforts to rehabilitate injured employees;
5. Eliminates Incentive, by way of premium rate modification, for employ-

ers to practice "Pafety" as in workmen's compensation because under social
security all employers pay the same rate;
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0. Will Inevitably raise social security costs and bring demands that em-

ployers bear more than 50 percent of contributions; and
7. Would require employers, no longer bearing the entire expense of work.

injuries, to again be liable to common lawsuits.
Sincerely yours,

M. HOLLAND Kexez, Ohairmatt.

STATEMENT OF MELVIN A. GLASsER, DIRECTOR, SOCIAL SECURITY DEPARrMNT, IN-
TERNATIONAL UNION, UNITED AUTOMOBILE, AEROSPACE & AoRICULTURAL IMPLE--
MENT WORKERS OF AMERICA, AFL-CIO

My name is Melvin A. Glasser and I am director of the Social Security De-
partment of the International Union, United Automobile, Aerospace & Agricul-
tural Implement Workers of America, AFL-CIO. My office is located in the
headquarters of the UAW, Solidarity House, 8000 East Jefferson Avenue, Detroit,
Mich.

The UAW, on whose behalf I speak, is deeply appreciative of this opportunity
to express our support of H.R. 6675. For a long time now, the almost 5 million
UAW members and their dependents have added their voices and given their
support to those who would seek to improve and strengthen the public programs
and services to be made available to our retired citizens and to various other-
categories of persons whose basic needs are either not recognized at all or are
still inadequately met through our current social Insurance and public assistance
systems.

The enactment of H.R. 6675 would not only strengthen and extend our time-
tested social security system, It would also serve as a meaningful expression

of the Nation's determination to recognize that economic security, access to,
means of preserving health, and a substantial measure of human dignity can be
provided, under our system of government, to all Americans.

It is the conviction of the membership of the UAW and. we believe, the views
of millions more, that America must remove the fear and financial burden aris-
Ing from illness and must provide a system of basic income maintenance which
in scope and adequacy is related to the current costs of maintaining a modest
but a decent standard of living, and provides, as well, special assistance to those
who face the problems of poverty, unemployment, widowhood, disability, and old
age. H.R. 6675 is a vitally important effort to achieve this goal.

Through the collective bargaining activities of labor unions, a significant meas-
ure of economic security and Independence has been achieved for some of the-
Nation's workers and their families. But for many active and retired workers,
health care, pensions, and other benefits are either nonexistent or extremely
limited. Thus, the UAW has long supported efforts to strengthen the public social
security system.

In presenting our views and suggestions for modifications In this measure,
I would first emphasize that we strongly support the bill's objectives but believe
they can better be achieved if certain changes were made along the lines I shall
indicate. I wish fist. however, to stress the appropriateness and desirability of
the application of scIal insurance to the provision of a number of basic health
benefits for the aged. This is recognition not only of the feasibility of social in-
surance financing In the field of health care, but also of the fact that because a
majority of the urged cannot now afford the level of premiums being charged by
private health lusurance plans for reasonably comprehensive coverage, and indeed
those who need protection most cannot now afford to buy any, they require the
assistance and protection of a public insurance program. It Is axiomatic that
the soundest insurance program provides for prepayment over as broad a group
as possible so that risks are spread and costs made equitable.

The prepayment of hospital and certain other health care costs of the aged by
social security contributions from the general population in their working
years will mark a milestone in the history of social Justice in this Nation. We
are gratified as well that H.R. 6675 also revognize3 that an adequate health
Insurance program must extend beyond institutional services. An Important
way of keeping people out of expensive hospital beds is to provide medical
services to them when they are at home and when they are ambulatory.

On close review of the health Insurance title of H.R. 6675, however, we find
a number of major limitations which dilute the baslc protection to be afforded
the covered beneficiaries and which Introduce undesirable and unnecessary
limitations and restrictions. First let me deal with certain elements of the
proposed basic hospital Insurance program.
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A. BASIO HOSPITAL INSURANCE PROGRAM

1. The use of a deductible feature rit relation to both inpatient and outpatient
hospital service

The introduction of a $40 deductible on inpatient services and a $20 deductible
on outpatient diagnostic services is discriminatory, will have no Influence as a
,deterrent to unnecessary hospitalization, and ought to be removed.

In support of this position I would point out the following:
(a) There is no evidence under either public or private insurance that an

Inpatient deductible either deters unnecessary hospitalization or reduces length
of stay.

(b) The proposed inpatient deductible discriminates against the patient who
requires hospital admission for a diagnostic workup and makes no distinction
between patients with different lengths of stay.

(c) These deterrents are aimed at the very group in the population with
high Illness rates, and with lower economic resources to meet such charges.

(d) The proposed outpatient deductible could discourage the use of outpatient
,diagnostic facilities and redirect the provision of such services in a manner
which will inflate the costs of providing this benefit.

In summary, we believe that reliance should be placed on hospital and medical
review and control of the use of covered services and not on so-called economic
-deterrents which tend to be discriminatory, and imply that the patient's econ.
omic circumstances, rather than his health needs, may control his use of needed
services.
Z. The exclusion of in-hospital wned I services in pathology, radiology, anes.

thesiology and phy.iatry
These services should be restored rider the basic hospital plan. As pointed

out by Senator Douglas, Senator Grdening, the American Hospital Association,
the American Public Health Association and our own AFL-CIO, the exclusion
of these services as covered hospital expenses is a wholly unjustified interference
by the Federal Government with traditional hospital specialists relationships;
will most seriously inflate costs; will confuse the public through a multibilling
approach; and from an administrative point of view, will introduce arbitrary
and completely impracticable costing procedures to the detriment of the hospitals
and the patients.

S. Restriction on benefits in posthospital extended care facilities
(a) The requirement that admission to an extended care facility must be

preceded by a period of hospitalization of at least 3 days is unfortunate. We
believe it should be dropped, for It may well inflate hospital costs by having a
great many people who do not require hospital care go in for 3 days in order to
become eligible for the nursing home benefits. We recognize that this was an
attempt to provide control on utilization of extended care facilities. Such con-
trol, however, must rest upon well defined relationships between the institutions
and the physicians Involved, on proper medical supervision of such facilities,
and on implementation of well-known techniques of medical screening and review

•of patients.
(b) In view of the extreme importance of making the most economical and

-effctive use of our health care facilities, the l)roposed maximum of 100 days of
care in a nursing home, per spell of illness, should be increased to 180 days,
and the minimum to 60 days. With unused hospital days substituted for nurs-
Ing care days on it onc for two basis, and the elimination of the 3 day prior
hospital stay requirement, patients would be entitled to an annual maximum of
180 days in such facilities. This would constitute more realistic recognition
of the needs of the elderly chronically ill and provide coverage more appropriate
to their needs.
4. Use of private organizations to facilitate payment to providers of service

Notwithstanding the safeguards on the use of )rivate organizations i tile
administration of the basic hospital plan, as enumerated in section 1816, we do
not consider it appropriate nor in the public interest to delegate, under any public
program, administrative authority to a private nongovernmental agency. More-
over, sec. ion 1V16 would establish a serious co;allict of interest within such a
private organization, since it would be acting both as an agent of the Federal
Government and at the same time representing the providers of service under
the program.



SOCIAL SECURITY 1253

Private agencies eould, of course, receive payments from the Federal Govern-
ment and disburse such payments to providers of service, in accordance with and
under rules and procedures established by the Federal Government. But such
financial functions, particularly In the field of health services, must be closely
integrated with other vital administrative functions directed to the promulgation
of high standards of care and services and to the application of safeguards against
unnecessary utilization of services. H.R. 6675 clearly recognizes the advantages
of combining the administration of financial and other management policies in a
Single agency. We strongly agree with this "single agency" concept. But such
an agency, in our view, must not in any sense represent the providers of service,
and must be in some direct relationship to Government and thus responsive to
direct public control and public needs.

We therefore believe that it would be In the public interest, in that it would
assure more effective responsiveness to public needs, and greater likelihood of
development of quality care with sound utilization controls, for the Secretary to
be required to utilize the official State Departments of Health as the adminis-
trative agents, in those States where:

(a) The State health department meets criteria and standards developed in
advance by the Secretary-including representative public advisory boards.

(b) The State health department can demonstrate its willingness and capacity
to carry out these administrative functions.

In the event the Secretary of Ilealth, Education, and Welfare determines a
State health department Is not able or willing to be the administrative agent for
this program, we believe the Secretary should be required to arrange for direct
Federal operation of the program in that State through augmentation of the exist-
Ing HEW organization in that area.

13. VOLUNTARY SUPPLEMENTARY PLAN

We also have several major concerns about the voluntary supplementary plan.
The implementation of this plan, primarily related to physician services, is a
vitally Important extension of the basic plan. We do believe, however, that some
changes are required if the program Is to provide easy access to prompt, high-
quality. and continuous ambulatory care, to discourage abuse and the rapid in-
flation of medical care costs.

1. Deductible and coinsurance features: We must, here as well, urge the elim-
ination of the proposed $50 deductible and 20 percent coinsurance payments. It
is known that total health care expenditures for the aged are twice as high, and
hospital expenditures nearly three times as high, as they are for persons under
95 years. The Social Security Administration's 1963 survey of the aged also
found that about four-fifths of aged beneficiaries are dependent on social security
as their major source of income. Thus the imposition of tlie~o "dollar barriers"
can be expected to represent a real hardship for those aged 'who have extensive
and prolonged requirements for ambulatory care, and can be absolutely prohibl.
tive for aged persons who suffer periods of institutional care. Moreover, such
charges will discourage early and continuous care and supervision of the aged ill.
They will also require costly and complicated administrative arrangements and
controls which can only confuse patients and complicate doctor-patient relation.
ships.

We would suggest to the committee that each aspect of this program be viewed
against the objective of preserving health rather than paying for care in illness.
This is a socially desirable goal and in the long run the most ecronomical way
to run such programs.

2. We urge the committee to reconsider the discrimination Implicit in the
special limitations and restrictions applied to this bill to patients in need of
psychiatric care. We refer to the maximum annual benefit of $250 or 50 per-
cent of charges, whichever is less, for out of hospital services, and the 180-day
lifetime maximum on inpatient care.

This type of distinction between physical and mental Illness is both unscien-
tifle and in our Judgment, unworthy of a country that is attempting in so many
important ways to recognize the rights and meet the needs of the mentally ill.

3. A third comment of a more general nature Is the seeming lack of effective
means to establish cost controls and encourage quality of care under the volun-
tary program. We commend the emphasis placed on hospital utilization re-
view plans and the creation of a National Medical Review Comnnittee, but we
believe that similar utilitation review programsi should be established at the
State and local levels in respect-of rouhospitalized services.
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We also believe the possible escalation of physicians' fees and the possible
overservicing and rendering of unnecessary care, can be obviated, in large part,
to the extent that this program seeks and obtains the highest level of cooperation
and participation by the medical profession In implementing high standards of
care and, where necessary, controlling abuses, under self-governing arrangenents.

4. We would also urge that the program offer inducements to the group prac.
tice of medicine. Direct service group practice plans have clearly demonstrated
that they can provide comprehensive high-quality care at lower unit costs, and
make highly efficient use of limited resources. The UAW has had extensive
and satisfying experience with prepaid group practice programs. We trust the
administrative interpretations which will implement this legislation will recog.
nize that the encouragement of this kind of organization of medical care is In
the Interest both of the recipients of the care and of the Government, which
should be encouraging measures with the kind of built-in preventive medicine
and cost controls that characterize these programs.

5. Our views on the adminlstrativw use of private carriers as fiscal agents
under the voluntary program are similar to those expressed in respect to the
hospital Insurance plan; that is, we believe a State agency (or a regional Federal
agency under HEW) must be given the administrative functions referred to in
section 1842, assisted by strong State and if necessary local, advisory commit.
tees on which are represented both the providers and consumers of medical
service.

C. PUBLIC ASSISTANCE AIENDNMENTS RELATING TO HEALTH CARE

We support the proposal to increase,,Federal grants to the States to provide
consolidated and liberalized progra ins of medical assistance and rehabilitation
to the medically needy aged, public assistance recipients, and needy children
and adults. This should make possible improvements in the scope and standards
of service, particularly for those States which are in a position to provide full
matching for increased Federal funds. These measures should also resolve in
substantial administrative and program simplification.

We co-tinue, however, to have strong reservations about perpetuating and
extending a separate system of health services for the needy. All our expe-
rience indicates that this is generally Inferior health care, no matter how much
is spent on it. Many components of such health services are rendered without
adequate regard to the quality of care, are often provided through inferior
facilities, and are frequently unacceptable to the recipients because of the
atmosphere of "welfare medicine."

The experience with the Kerr-"Mills programs in many States has not been
good for there is wide disparity among the States with relation to coverage,
program content, eligibility I)rovisions, and so forth-all aff-cted by Inadequate
State financial support. It is regrettable that in the United States today the
ability of a medically indigent elderly person to maintain his health, avoid serious
crippling and even save his life, is directly related to the particular State in
which he happens to live and the extent to which that State is able and Viling
to provide authorized care.

While there will always he need for special forms of health services for
persons with special needs, the objective of the )ro grams should be to integrate
rather than to compartmentalize public health programs.

As a step in the desired direction we would propose that under the new title
XIX the health programs for the nedlically indigent be organized, operated,
and supervise(] by State health departnients which are prepared to adllinister
certain predetermined standards and which are already administering substan-
tial health care program-s. At the same time the State health departments
could be authorized to delegate to the State welfare agencies the responsibility
for determining eligibility for this medical care.

We are pleased to note the extent to which this bill attempts to overcome
the present unystematic and disparate eligibility provisions now applied to the
v'alous categorical programs of health care. We recommend, however, thmit
States, in order to be eligible to receive th~eze matching funds, agree to provide
not only a basic core of niedical and health benefits, but. also that these basic
benefits be uniformly defined as to scope and duration, for all of the States.
The nee(s of a medically indigent person in Utah are not different from those
of a similarly afflicted person in Michigan. It is our conviction that If Federal
funds are to go into these programs, equal opportunity for obtaining good care
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should be available regardless of the State of residence. We recognize that
sveral of the so-called poorer States may find It exceedingly difficult to provide
the necessary matching funds under such a uniform benefit formula. In such
event we urge that consideration be given to modifying the Federal matching
formula more effectively to aid the States at the low end of the income scale.

SOCIAL SECURITY AMENDMENTS (TITLE IlI OF 11.1. 6685)

Of the many important changes proposed under title 111, we would comment
on two major features. These are: (1) benefit amounts, and (2) the creditable
earnings base. These, in our judgment, need additional strengthening to main-
tain the OASDI system on a current basis as the major source of income security
for the majority of retired workers.

The 7-percent increase in benefits (with a minimum of a $4-monthly increase
for those retiring at 65 years) ann the relating of family benefits to workers'
earnings at every bracket in the benefit table are impxovements which will be
welcomed by all. In our opinion, however, the proposed increases In benefit
amounts are disappointingly low, as is the proposed new maximum annual
earnings base of $6,600 beginning in 1971. Indeed, the whole level of benefits
continues to be related to the low level that was initiated in the beginning of the
system and is not related to present wages and standards of living. The pro-
posed increases cannot really be accepted as making up cost-of-living increases
since the 1958 benefit increases. And certainly the proposed earnings base of
0,600 will not substantially retain the Wage-related character of the program.

The recommendations of the Social Security Advisory Council, as you know,
recommended an average increase of 15 percent in benefit amounts, and a maxi-
mum earnings base of $7,200, effective 1968. Even this earnings base of $7,200
would probably not cover more than 80 percent of total covered earnings in
1968--far below the 95-percent level of taxable total covered earnings contem-
plated in 1935 when the Social Security Act was written. Substantial increases
beyond those contemplated in H.R. 6675 are needed in relation to benefit amounts
and the earnings base If we are to provide adequate resources and protection for
our retired citizens, commensurate with this Nation's productivity and sense of
wciaI jutstice.
From these remarks, Mr. Chairman, I hope you and the members of the

committee will draw the conclusion that the UAW, its members and their
families, are solidly supporting this bill. This legislation is a historic landmark
In the long efforts to achieve a major social objective in American life-a social
insurance system to help protect all workers and their families from some of the
Majox hazards of our industrial society. We note, with pride and with satisfac-
tion that the Congress has come this far in its recognition that the health of all
Americans is indeed a precious commodity and that there is governmental respon-
sibility in assisting Americans in preserving and maintaining that health.

We have referred to certain problems in this proposed legislation, which we
hope will receive your earnest and sympathetic attention. The modifications
we propose we believe will make an even better measure of the bill before you.
Your speedy and favorable support of H.R. 6675 will earn you the gratitude of the
Nation.

CANFIELD, 011o, May 10, 1965.
Senator FRANK J. LAUSCIIE,
Xciv Senate 01lcc Building,
Wash ington, D.C.

DEAR SENATOR L.Iwiscim: Dr. John McDonough and I appreciate the oppor-
tunity of having talked with you when we were in Washington, Thursday, May 6.
You asked me then to send you information regainding 11.11. 6675 with particular
reference to the proposed Senate amendment to tnv-lude anesthesiologists, path-
ologists, radiologists, and physical medicine Into the medicare bill. This I am
happy to furnish.

As you know, the 1il as passed by the House excludes these specialties from
liart A (the King-Anderson portion). The services of these specialties would
Ie covered, however, under part B. the extended benefits portion, or the voluntary
Byrnes provision of IH.R. 6675. We are told there will be an attempt on the floor
of the Senate to amend the bill to include these specialties under the King-
Anderson part, and this, most doctors of medicine would oppose because it would
make these doctors of medicine employees of the hospital. We feel that It is
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extremely important that these men be permitted to continue to practice and
render a fee for their services separate from the room-and-board type of charge
submitted by the louspital. I was happy to learn that you favor our point of view
and I hope that you will be able to help us in this regard.

The second point I'd like to make, Senator Lausche, is that most doctors, at
least in Ohio do not wish to be included under social security. Of course, there
are some doctors who would like to be covered; for the most part, these are the
men close to retirement. In the past the Senate has felt that doctors would be
included if they wished to be. May I make a plea at this time that I for one and
many of the men whom I represent do not wish to be included.

Again, sir, thank you for your time in talking with us about the medicare bill
I have been most pleased with your stand in the past and I have been impressed
with your overall voting record. It is clear to me at least that Senator Lausche
is not going to rubberstamp everything that comes from the White House. This
is an encouraging note in an otherwise rather bleak situation. If I can be of
any further help regarding this bill, I shall be most happy to furnish any infor.
mation upon your request.

Sincerely,
JAcK SOHREIBE, M.D.

(Whereupon, at 11:40 a.m., the committee adjourned, subject to call
of the Chair.)




