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HEALTH INSURANCE AND THE UNEMPLOYED

MARCH 7, 1975

U.S. SENATE,
Coxxim oN FrqAN(m,

WahingtoN D.C.
The committee met, pursuant to notice, at 10:20 a.m., in room 2221,

Dirksen Senate Office Building, Senator Russell B. Long (chairman
of the committee) presiding.

Present: Senators LongTalniadge, Hartke, Byrd, Jr., of Virginia,
Bentsen, Curtis, Fannin, Packwood, Roth, and Brock.

The CHAIRMAN. This committee will come to order.
Today, the Finance Committee will consider Senator Bentsen's

proposal, S. 496, which is designed to use the medicare system to pro-
vide hospital insurance coverage to those unemployed persons receiv-
ingunemployment insurance benefits.

This is a particularly timely matter designed to deal with a dis-
tressing situation. Millions of fine Americans are out of work due to
circumstances over which they have no control. Many of these people
have a particular need for coverage against the high costs of health
care at a time when their incomes are reduced and where a loss of
group health insurance coverage has occurred as a result of their un-
employment. We hope to hear the dimensions of the problem described
in detail this morning by the Secretary of Health, Education, and
Welfare and various witnesses from labor and health care provider
organizations. We are also privileged to have the distinguished Mem-
ber of the House from California, James C. Corman. I am sure we will
all learn from this morning's testimony.

For myself, I must express some concern. As I have said, I agree
that we should do something to help those unemployed people with
their health insurance needs. On the other hand, I believe we need a
broader approach which couples coverage of the unemployed with that
of many millions of low-income Americans. To do otherwise would
create serious inequities. For example, many of the working poor in
this country have no coverage through employment and have incomes
from work which are less than what many of the unemployed are
receiving in weekly unemployment benefits. We need to help those
people. A number of States are cutting back on their medicaid pro-
grams. For example, in a nearby State indigent and medically indigent
are covered under medicaid for only 14 days of hospital care. There is
an urgent need to help those people too.

There are an estimated 20 percent of the unemployed who are not
covered under the unemployment insurance system. Their need for
health insurance coverage is certainly no less than that of the people
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who are covered for unemployment insurance. I am also concerned
that we may be setting up what is labeled a temporary program in
permanent form. I think we ought to find out today about the mag-
nitude of administrative expense and redtape involved in these pro-
posals, and the extent to which the coverage of the unemployed might
further fuel health care cost inflation.

While I obviously favor a broader and more equitable approach, I
agree with Senator Bentsen that, for reasons of administrative ca-
pacity, as well as the urgency of the problem, a broader program could
not be implemented at this time. However, I want to make it clear
that my own position is that if we enact something like Senator
Bentsen's proposal, we make it effective for no more than 1 or 2 years,
at which time a new program such as the low income plan-title II of
the Long-Ribicoff bill of the last Congress-would become effective.
The low income plan, which would be administered by social security,
would take care of all of those millions of other people who I have
indicated are not dealt with under the proposals to cover the unem-
ployed. The unemployed could be enfolded into the low income plan
by the simple procedure of deeming the unemployed eligible for such
coverage. I do not think we should approach health insurance coverage
for the unemployed without also at the same time including a program
for the low income population which would become effective at a
somewhat later date.

[The press release announcing this hearing and the bill. S. 496,
follows:T
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PRESS RELEASE

FOR I4 MEDIATE RELEASE C"ITTEE ON FINANCE
February 20, 1975 UNITED STATES SENATE

2227 Dirksen Senate Office Bldg.

FINANCE C0tIITrEE SCHEDULES HEARING ON HEALTH INSURANCE
COVERAGE FOR ThE UN.1LOYED

The Honorable Russell B. Long, (D., La.), Chairman of the Senate
Committee on Finance, announced today that the Committee would hold a
hearing on the provision of health insurance to unemployed workers.

The hearing will be held Friday, March 7, beginning at 10:00 a.m.
in Room 2221, Dirksen Senate Office 1Buildn. Laoff witness will b te
onorab e Caspar W. Weherger, secretary of Health, Education and Welfare,

who will present the Administration's views on this subject.

Senator Long stated: "In recent months unemployment in the U. S.
has reached its highest level in more than three decades. Although most
unemployed workers are eligible for unemployment benefits, many of them
have no private health insurance coverage to protect them and their families
if they become sick. The hearings will explore ways of dealing with this
problem."

The Chairman noted that the Committee has pending before it S. 496,
introduced by Senator Lloyd Bentsen. This bill would provide hospital insur-
ance coverage under Medicare for unemployed workers and their families. The
provisions of the bill would be in effect for one year; benefits would be
paid from general rerenues.

ests to Testify. -- Senator Long advised that witnesses desiring
to testify during this hearing must make their request to testify to Michael
Stern, Staff Director, Committee on Finance, 2227 Dirksen Senate Office
Building, Washington, D. C. 20510, not later than Tuesday, February 25,
1975. Witnesses will be notified as soon as possible after this cutoff date
is-to when they are scheduled to appear. Once the witness has been advised
of the date of his appearance, it will not be possible for this date to be
changed. If for some reason the witness is unable to appear on the date
scheduled, he may file a written statement for the record of the hearing
in lieu of a personal appearance.

Consolidated Testimony. -- Senator Long also stated that the Com-
mittee urges all witnesses who have a common position or with the same
general interest to consolidate their testimony and designate a single
spokes to present their common viewpoint orally to the Committee. This
procedure will enable the Committee to receive a wider expression of views
than it might otherwise obtain. Senator Long urged very strongly that all
witnesses exert a maximum effort, taking into account the limited advance
notice, to consolidate and coordinate their statements.
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Legislative Reorganization Act. -- In this respect, he observed that
the Legislative Reorganization Act of 1946, as amended, requires all wit-
nesses appearing before the Committees of Congress "to file in advance written
statements of their proposed testimony, and to limit their oral presentations
to brief summaries of their argument."

Senator Long stated that in light of this statute and in view of the
. large number of witnesses who desire to appear before the Committee in the

limited time available for the hearing, all witnesses who are scheduled to
testify must comply with the following rules:

(1) A copy of the statement must be filed by the close of
business on Wednesday, March S.

(2) All witnesses must include with their written statement
a summary of the principal points included in the statement.

(3) The written statements must be typed on letter-size paper
(not legal size) and at least 50 copies must be submitted
before the beginning of the hearing.

(4) Witnesses are not to read their written statements to the
Committee, but are to confine t9eir ten-minute oral
presentations to a summary of the points included in the
statement.

(5) Not more than ten minutes will be allowed for the oral
summary. Witnesses who fail to cmly with these rules
will forfeit their Pri vilege to testify.

Written Statements. -- Witnesses who are not scheduled for oral
presentation, and others who desire to present their views to the Committee,
are urged to prepare a written statement for submission and inclusior. in the
printed record of the hearings. These written statements should be sub-
mitted to Michael Stern, Staff Director, Committee on Finance, Room 2227
Dirksen Senate Office Building not later than March 14, 1975.

PR 97
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04 Tu CONGRESS
1ST SEIoNS. 496

IN THE SENATE OF THE UNITED STATES

JANUARY 30,1975
Mr. BENTSEN introduced the following bill; which was read twice and referred

to the Committee on Finance

A BILL
To amend the Social Security Act so as to provide, for a 1-year

period, hospital insurance coverage under medicare for un-
employed workers and their families.

1 Be it enacted by the Senate and House of Representa-

2 ties of the Unitet States of America in Congress assembled,

3 That (a) section 226 of the Social Security Act is amended

4 by adding at ,the end thereof the following new subsection:

5 "(j) (1) Notwithstanding the foregoing provisions of

6 this section or any provision of title XVII-

7 "(A) every individual who-

8 "(i) is unemployed,

9 "(ii) is not, and upon filing any appropriate

10 application would not be, entitled under any other
II
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1 provision of law to hospital insurance benefits under

2 part A of title XVIII, and

3 "(iii) is not the dependent spouse (as defined

4 in regulations of the Secretary), and

5 "(B) every individual who is the dependent spouse

6 or dependent child (as defined in regulations of the

7 Secretary) of an individual described in clause (A),

S shall be entitled to hospital insurance benefits under part A

9 of title XVIII for each calendar month for which the con-

10 ditions prescribed in clause (A) or clause (B), as the case

11 may be.

12 "(2) An individual shall be deemed to be unemployed

13 for a calendar month only if, for the first week which ends

11 in such month, such individual has established, under a State

15 or Federal unemployment compensation law, entitlement to

16 weekly benefits under such law. For purposes of the preced-

17 ing sentence, an individual shall not be regarded as having

18 failed to establish entitlement to a weekly benefit under such

19 law for any week if a benefit for such week is not payable

20 to him solely because he was unable to work because of

21 illness or disease if such individual received a weekly benefit

22 under such law for the week preceding the first week that

23 he was unable to work because of illness or disease.

24 "(3) (A) The provisions of title XVIII relating to

25 deductibles and copayments shall be applicable to individuals
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1 deemed to be entitled to hospital insurance under this

2 subsection.

3 " (B) The Secretary shall by regulation waive, with

4 respect to individuals covered under the hospital insurance

5 program established by part A of title XVIII by this

6 subsection, any condition or limitation contained therein if,

7 and to the extent that, he determines that the application

8 of such condition or limitation would work a peculiar hard-

9 ship or inequity on such individuals or would deny such

10 individuals needed maternal and child health services.

11 "(C) Notwithstanding any provision of title XVIII,

12 amounts otherwise payable under such title for aniy item or

13 service provided to an individual entitled to benefits there-

14 under by reason of the preceding provisions of this sub-

15 section shall not be payable if, and to the extent tlat, any

16 prepayment plan or insurance policy covering such individual

17 is legally obligated to make -paymtent for such item or

18 service.

19 " (4) There are authorized to be appropri'itcd to the

20 Federal Hospital Insurance Trust Fund from time to time

21 such sums as the Secretary deems necessary for any fiscal

22 year, on account of-

23 " (A) payments made or to be made during such

2-1 fiscal year from such Trust Fund with respect to individ-
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1 uals covered for hospital insurance under the preceding

'2 provisiolus of this subsection,

3 "'(B) the additional admijiistralive expenses result-

4 ing or expected to result therefrom, and

5 " (C) any loss ini interest to such Trust lFund result-

6 ing from the payment of such amounts,

7 in order to place such Trust Fiund i tihe same ),ositiOi at

s the end tif such fiscal year in which it would have beeni if

9 the precedig provisions of t his subsection had not beeni

it) enacted.".

11 (b) Thme amtueduti d imadt Iby subscctinm (a) >Imall be

12 effective only for the 12-month period beginning on the

13 first day of the minth following tihe month in which this

14 Act is enacted.



9

The CHLRMAN. And now, the committee will be pleased to hear
from the distinguished Secretary of Health, Education, and Welfare,
unless other Senators want to make a statement.

Senator BENTSEN. Thank you very much, Mr. Chairman.
I am pleased that the Finance Committee has scheduled these early

hearings on my bill S. 496, which would establish an emergency pro-
gram of hospital health insurance coverage to the unemployed.

I believe that this program is a matter of some urgency. While it
is true that we have had unemployment before, the current rate of 8.2
percent is the highest since the depression. Moreover, the costs of
hospitalization have more than tripled since 1960, at a rate twice that
of the cost of living; an averaged ay in the hospital that cost $33 in
1960 is now estimated to cost $130.

The Bureau of Labor Statistics told us only last week that, "When
workers lose their jobs, they also usually lose'health insurance protec-
tion for themselves and their families, either immediately or within
a month." The Washington Business Grou i) on Health, which con-
ducted a survey of over 200 large and sma I employers, found that,
"with a few notable exceptions the employee wil either have no
health benefits or will be paying 100 percent of premiums within 90

We are talking about more than 7.5 million workers, at least 6 million

of whom are eligible for unemployment, compensation coverage. We are
also talking about their spouses and dependents. The reason this
legislation is before us now is because of skyrocketing health costs and
the sudden surge of millions of men and women on the unemployment
rolls.

It is designed as an emergency measure, hopefully to be phased out
within a year. I have long argued that we need comprehensive na-
tional health insurance, but the realities are that we are not likely to
see final action on that measure for some time. In addition, the ad-
ministration has indicated its opposition to the enactment of a major
health insurance bill this year.

Faced with these realities, we have the choice of either walking
away from a serious problem or enacting some intermediate program.
I believe that the circumstances compel us to act.

It is obvious that any program designed for an emergency will
create some administrative difficulties and inequities. That was true
of the public employment measures already signed into law by the
President. Our task is to minimize the inequities and to move with a
program which is fair, relatively easy to administer, and responsible.
That is why I chose to utilize'the existing medicare program as a
vehicle.

Medicare is an in-place system with a standardized benefit pack-
age, which means that all who take advantage of it will fare equally.
It covers the most essential hospital services: operating and recovery
room costs, lab tests, radiology services, medical supplies, and a wide
range of rehabilitation services. I am frankly troubled by proposals
that would merely continue to pay benefits to private insurance com-
panies, since I find it difficult to justify the Fe eral Government sub-
sidizing the very generous health packages negotiated by some groups
while leaving other individuals with inferior plans or no plans at all
in a position of relative disadvantage.
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In short, I believe this approach to be the fairest and the most re-
sponsible we can now devise.

I want to welcome our distinguished witnesses to this hearing, and
we look forward to this testimony.

Thank you, Mr. Chairman.
The CHAIRMAN. Senator Brock.
Senator BROCK. Mr. Chairman, I am delighted we are considering

the matter, but in doing so I urge we approach any proposal with full
awareness of the complexities of the subject matter and the potential
for setting a precedent for the future.

I know that those who espouse a particular approach will suggest
the temporary nature of the problem and urge a short-term solution.
But that is not going to happen, in my opinion. Whatever we do
clearly will establish a pattern for future action in the field of national
health insurance.

If there is validity to that point of view, then it seems to me that
we must not let this particular time of difficulty obscure our perception
of the long-range problem. Rather, we should act with deliberation to
make absolutely certain that the plan we enact is the best one possible
both in the short. term and in the long term. For this reason I par-
ticularly regret the fact that we have yet to come to grips with the
fundamental question of how best to deal with nationalhealth in-
surance, not. only for the unemployed, but, for the general public. We
must do so in a fashion which is compatible with our free society and
with the need for an approach which is not only cost effective, but
human effective.

This year I too introduced a bill, S. 600, the Medical Expense Tax
Credit Act. It has several uniquee features that make it both effective
and uncomplicated. Basically, it provides that the Federal Govern-
ment will act through the tax system as coinsuror of excessive medical
expenses which run the risk of destroying the family's earnings or
saving base, whether they are low income, unemployed, or what. It,
works by providing that. when a family's expenses exceed a certain
percentage of income, then we would coinsure 85 percent of all costs
in excess of that stated amount.

Because the amount of assistance received is based upon income this
built-in mechanism will provide for the unemployed without necessi-
tating any new agency or set of complicated regulations. On the con-
trary. it, uses the existiig strength of our tax system and the existing
strength of the finest health delivery system anywhere in the world
in a unified effort to deal with a specific problem which faces the in-
dividual family today. In this manner, we would avoid any impedi-
ments to the practice' of medicine, the longer lines in hospitals or the
added weeks to the length of time needed to make a medical appoint-
ment. My bill will give assistance to those truly in need without wasting
benefits on those who can afford to pay their own bills. I think it is
a remarkably flexible plan which will accommodate today's economic
problems just as well as those which we might face in tie future. If
we are going to deal with this special problem, Mr. Chairman, I hope
that we do it in a way that will deal not only with today's unemploy-
mnent problems. but those problems which we may face in the Nation
tomorrow as well.

Thank you.
The CHAIRMAN. Mr. Secretary.



11

STATEMENT OF HON. CASPAR W. WEINBERGER, SECRETARY
OF HEALTH, EDUCATION, AND WELFARE, ACCOMPANIED BY
STEPHEN KURZMAN, ASSISTANT SECRETARY FOR LEGISLATION,
DHEW; STUART ALTMAN, DEPUTY ASSISTANT SECRETARY FOR
PLANNING AND EVALUATION, DHEW; HENRY E. SIMMONS, M.D.,
DEPUTY ASSISTANT SECRETARY FOR HEALTH, DHEW; THOMAS
M. TIERNEY, DIRECTOR, BUREAU OF HEALTH INSURANCE, SO.
CIAL SECURITY ADMINISTRATION, DHEW; M. KEITH WEIKEL,
COMMISSIONER, MEDICAL SERVICES ADMINISTRATION SOCIAL
AND REHABILITATION SERVICE, DHEW

Secretary WEINBERGER. Mr. Chairman, I appreciate very much this
opportunity to appear before you today, and as you know, I and the
administration are greatly concerned about the availability of health
insurance at a reasonable price for all of our citizens. And of course
we are also, as everyone is, very much troubled by the problems of the
unemployed.

Health insurance has been a very important initiative of this
administration. I have testified, as you know, on numerous occasions
supporting the administration's proposal for national health insur-
ance. We need a system in this country which will provide universal
protection against health care costs for all Americans. The proposal
we introduced last year, the Comprehensive Health Insurance Plan,
would have done that and would have provided for the unemployed
continued protection against the high cost of medical care. I am sorry
it was not enacted last year.

Unfortunately, we find ourselves now in an economic situation
which makes it temporarily impossible to pursue actively early enact-
ment of a comprehensive health insurance bill. We should not, how-
ever, lose sight of the major goal that that bill, was designed to ac-
complish, which was universal accessibility to financing for a compre-
hensive range of medical services. S. 496 a1oes not do that. Instead, it
is designed to aid a small number of the 25 million Americans who
have no health insurance at all by providing the recipients of unem-
ployment insurance benefits wiih the hospital service portion of
medicare.

In fact, Mr. Chairman, while I can certainly appreciate the intent
behind S. 496, passage of this bill, we think, would create gross in-
equities and enormous administrative problems. Furthermore, it
would establish a new Federal program requiring well .over a billion
dollars in Federal spending, which is in direct opposition to the
administration's current economic strategy.

Dealing with the problems of the unemployed is key to the
administration's strategy for handling our current economic situation.
And there are many things that are being done in an effort to alleviate
the plight of those who, through no fault of their own, find themselves
without jobs.

We have supported several major initiatives to help the unemployed:
The unemployment compensation program has been expanded to

provide benefits for certain categories of workers not previously eligi-
ble. This will allow, over the course of 1 year, approximately 2 million
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additional unemployed persons to become eligible for benefits and
will result in $3.2 billion of new Federal expenditures for 1975. And
those are planned and requested by the administration.

Recognizing that during this recessionary period many of the un-
employed will remain out of work for longer periods of time, the
administration has also supported an extension of the time during
which unemployed persons are eligible for compensation. This pro-
vision will extend potential eligibility for benefits up to 52 weeks, a full
year, and that will cost the Federal Government an additional $1.3
billion this year and that is planned for and requested. -

Public service jobs which are providing employment for thousands
o~f workers who would otherwise be unemployed have been created.
Nearly $2 billion in Federal funds will be spent to provide the money
necessary for this effort and this has been requested and is planned for.

These provisions coupled with the existing payment structure in
unemployment compensation will result in over $20 billion being ex-
pended to benefit the unemployed in calendar year 1975. Over $81/2
billion of this amount will come from Federal revenues. In addition,
the tax rebate program, which is a crucial part of the President's
economic strategy, will provide added income to the unemployed along
with others in our society.

While many things have been and can be done to help alleviate the
economic condition of the unemployed, I would suggest that building
an in kind benefits program is not a constructive step. In addition to
the proposals we are discussing today, there is currently before Con-
gress, for example, a proposal that would pay home mortgage pay-
ments during periods of unemployment, or if income is otherwise
substantially reduced.

Next we have to ask, what about utility bills and car payments?
How far do we go and where do we stop in providing new in kind
benefit schedules?

The main problem, of course, of the unemployed is not necessarily
lack of health insurance. The major problem of the unemployed is they
have lost their jobs and their income is reduced. And the most im-
portant thing that we can do to improve their situation is to improve
the economic situation of the country so they can get back to work. The
unemployed need money. They need money to provide for their basic
needs until they do become reemployed, money until they are able to
provide for themselves through their own employment. And the un-
employment compensation program is the mechanism whereby such
funds are disbursed.

As I mentioned earlier, we have supported a substantial expansion
of unemployment insurance as a system, but I think there is a limit as
to how much anyone can or should spend for this or for any other
single purpose. When you look at the size of the total Federal expendi-
tures and the size of the deficit, which, incidentally, has been added to
substantially by the Congress' refusal to enact any of the rescissions
that the President has requested, then you have to worry about whether
you are not going to dry up the capital that is necessary under our
system to be invested to produce jobs. That is the only thing that can
ultimately cure the unemployment situation.

As I noted earlier, the cost of providing this one single program is
high. Our cost estimates are to provide health insurance for the unem-
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ployed range from a minimum of $1.2 billion at an 8-percent unem-
ployment level with a limited benefit package, to about $3.1 billion if
unemployment were to reach 10 percekit and the benefits were to
include both part A and part B of medicare. The cost of fully sub-
sidizing part A coverage in S. 496 is $1.26 billion at an 8-percent
unemployment rate. We could not estimate the cost of the maternal
and child health benefits because of the lack of specification in the bill.
We also assumed that those who accepted part B coverage through the
buy-in provision would pay a premium roughly equal to the cost of
providing covered physician services. If unemployment reaches 10
percent, the benefits in S. 496 would cost $1.6 billion. And these are of
course only the costs for the first year of the program. And while I
heard Senator Bentsen say it is to be a 1-year program only, if you will
pardon me, Mr, Chairman, I have never yet seen a program that
started out to be a 1-year program that ended up as a 1-year program,
or indeed, any other program that has ever been stopped under any
circumstances. So I do not think we can assume that it will be a 1-year
program.

The program, I think, would, in all likelihood, be extended beyond
1 year and the yearly costs would increases dramatically. Many em-
ployers and health and welfare trust funds would, I am afraid, cancel
those provisions in their policies which extend benefits into periods of
unemployment, and would, as so many have done and are doing, rely
on the Government to pick it all up. The ending of those provisions
alone would add about $200 million to the annual cost of this program,
and soon the benefits would be perceived as inadequate and more and
more would be added.

But even more important than this fiscal issue, and I think this is
important, there are a lot of other serious concerns about the equity
of legislation of this kind. While I think it is desirable, of course, to
have health insurance protection for the unemplo ed, we have to bear
in mind that they are only a part of a very much larger segment of
the total population that has no health insurance at all. There are, we
believe, at least 25 million Americans who have no health insurance at
all. In addition, there are about 35 million more who have totally
inadequate protection, providing little help against the ever increasing
cost of health care and typically providing coverage for a few days in
the hospital, which is the most expensive care of all and sometimes is
the least effective or the least needed.

About 60 million Americans, then, need protection and a very small,
and we hope rapidly diminishing, number would be protected by
S. 496, as the unemployment situation is corrected, through imple-
mentation of the administration's economic plan. Many of these 60
million people are employees working for employers who do not pro-
vide health insurance coverage and who cannot afford their own. There
are the unemployed who are not receiving unemployment compensa-
tion, either because they were not in covered employment or because
their benefits expired. And there are the early retirees not yet eligible
for medicare. And all of these people would be uncovered by this bill.

With an unemployment rate of 8 percent, the Department of Labor
estimates that approximately 7.4 million people are unemployed, and
of this number 6 million would be eligible for unemployment com-

49-891 0 - 75 - 2
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pensation. About 4.6 million of these would be eligible for the benefits
that are provided under S. 496. While entitlement to another health
insurance plan would not preclude eligibility under S. 496, the private
insurance plan under the bill .is to pay first and about 20 percent of
the 4.6 million would have other coverage.

I certainly do not want to minimize the needs of the unemployed,
and, obviously, testifying against a bill that is labeled of help to the
unemployed is not an enviable position. But I think that the committee
and the country are entitled to know the problems and the inequities
that are involved in this bill. Furthermore, it.represents, we think, a
quick, easy, wrong solution, rushing in to try to solve a portion of a
much bigger problem that has to be solved with other longer range
measures. A Bill that would provide health insurance coverage only
for those receiving unemployment compensation certainly does not
address the problems of millions more of those citizens whose needs
are equally as great or greater. A high percentage of those eligible
under this proposal will be young and single, and this is not the group
that we believe is most in need of the benefit of health insurance
protection.

Actually, we think the whole country needs health insurance, as we
have testified repeatedly last year and as we are. prepared to testify
again next year.

Since the benefit package and the administration of this bill would
be essentially the same as medicare, it is appropriate, I think, to com-
pare the eligibility requirements for the unemployed to others eligible
under the medicare program.

Those currently eligible for medicare must be 65, disabled, or suf-
fering from a final-stage renal disease. Those are the categories that
have been provided over the years. The unemployed need not meet
any of these conditions.

Those who are currently eligible for medicare must meet a special
insured status requirement. The unemployed would not need to meet
that comparable rouirement.

Thosu who are eligible for medicare because of a disability or re-
quiring kidney dialysis have a waiting period of 24 months and 3
months, respectively, for those two programs. The unemployed Would
not have a waiting period.

Th~dependents of those currently eligible for medicare are not
similarly entitled. The unemployed would have the same coverage for
their dependents as they have for themselves.

In short, Mr. Chairman, you would be building in a whole mass of
inequities and differences within the medicare program by adding
this new program.

I think the point to be emphasized is that the eligibility criteria
for current medicare beneficiaries are different and generally more
restrictive than would be the case for the unemployed. It would be
difficult to explain to a disabled person why he had to wait 2 years
for medicare benefits under the statute, and'why, even then, his chil-
dren would not be eligible at all, when healthy unemployed persons
and their dependents would have no waiting period. And'both would
be covered under this bill.
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This is not to say that they should not have health insurance. We
have said repeatedly that all Americans should be covered by health
insurance. But the inequities built into this bill would certainly be
very glaring and we think quite unjustified.

The equity issue, I think, comes even more strongly into focus when
you consider that persons aged 65 and over who are not insured for
part A of medicare can obtain such coverage only by paying a pre-
mium, which is now about $36 a month and will have to go up to $40
a month in July. Senate bill 496 would provide identical coverage
for the unemployed at no cost.

Consider also, Mr. Chairman, the social security beneficiaries who
are under age 65 and therefore cannot get medicare protection-
workers who retire at age 62, wives, widows, children, dependents.
Even though entitled to social security monthly benefits, they are not
eligible for medicare in spite of the fact that the worker contributed
to the social security system all through his employed career, and
medicare is a benefit under that system.

Problems of equity are certainly not confined to S. 496. Other bills
which have been introduced on this same sub ject, on which I will be
testifying next week, present equally disturbing inequities. S. 625,
for example, would provide health insurance for the unemployed
through an extension of existing employer-sponsored coverage. Under
that bill, anybody who had a policy would receive benefits; anybody
who did not, would not. And those are clear problems of equity that
I think would be quite indefensible.

At an unemployment rate of 8 percent, that bill, S. 625, would pro-
vide coverage for about 3 million of the unemployed at a cost of about
$1.5 billion. Not only would the coverage be limited to just those un-
employed who receive unemployment compensation, but it would be
further restricted to those employees whose employers had covered
them with health insurance, excluding about 1.2 million individuals
from any coverage.

Even among those eligible under that bill, gross inequities are evi-
dent. I know that bill is not before you and so I will not devote too
much time to it, but I wanted you to be aware of the fact that it is
not just this bill that we think has equity problems. It is all of the
measures that are introduced for this specific, narrow categorical
purpose.

Let me turn now to another problem that Senator Bentsen has
already alluded to, rather casually, I must say, and that is the problem
of how you administer a program of this kind. Eligibility is tied to
entitlement under Unemployment Compensation, so there would have
to be involvement on the part of the State and local unemployment
compensation offices to carry out the enrollment process. Unemploy-
ment is a transitional problem, fortunately. The figures we have indi-
cate that over 40 percent of the unemployed remain so for a period
of under 5 weeks. So that with all of the other problems, you would
have the problem of eligibility being present for a few weeks, then not
present for another few weeks. possibly for the same individual. He
might be eligible for a few weeks, ineligible for 6 months, eligible again
for 2 weeks, and ineligible for the rest of the year.
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I think it is very fortunate that the duration of unemployment is
only 5 weeks for the bulk of the people. It is longer for some others.
But the fact is that intermittent, often brief periods of unemployment
creates a very substantial degree of administrative problems in deter-
mining eligibility. We know that if a bill with limited eligibility is
passed, you would intend that only the people eligible be paid and we
would have to do everything we could to assure that that happened.

There are already very heavy workloads that are straining the capa-
bilities of our employees administering unemployment compensation.
Adding an unfamiliar program of health insurance-and this is at the
State level, primarily-would severely compound already existing
problems of providing cash benefits on a timely basis which is the pri-
mary way to help the unemployed.

It is al to easy for us, too, to assume that an existing system such
as medicare could accommodate the administrative burdens of adding
the unemployed individuals to its rolls without affecting its principal
function, which is to assure the financial protection to the nearly 24
million elderly and disabled people, who depend on it to help pay
their medical bills. I do not think that assumption, that you could add
this program with no serious dislocations to the primary beneficiaries
of the medicare program, is accurate.

Coverage of the unemployed under this proposal would nearly
double the size of the medicare rolls. An individual record would have
to be established not only for the unemployed person but for his de-
pendents as well, and that would be necessary, of course, to verify
eligibility when claims for benefits are filed and to record utilization
to determine deductibles and coinsurance.

Assuming an.8 percent unemployment rate, there would be approxi.
lately 10 million people-that is, 4.6 million unemployed plus all of
their dependents--who would have to be added immediately to the
system, a system which would have to be considerably enlarged to
acconnodate that new group of enrollees. Obviously, new people
would have to be brought aboard and trained. This would be, I think,
a very difficult task.

Let me just illustrate the magnitude of this task by contrasting
some of theproblems that we had with the administration of the sup-
plemental security program to that of the S. 496 program. And again,
the magnitude was not realized at the time it was added so abruptly
to the statutes.

SSI had to obtain information from all State welfare files. It had
to conform all of that information to the requirements of the SSA
system. There was a different definition of disability at the State and
Federal level. The effort involved information on 21/2 million people.
most of which was already in State files.

Tn contrast, S. 496 contemplates creating records for 4.6 million un-
employed persons, plus all of their dependents who would be imme-
diately eligible. There would not even be the waiting period. Yet we
had 14 months to bring SSI into effect and that was an inadequate
waiting period.

As I suggested previously, enactment of S. 496 would result in about
10 million people coming onto the medicare rolls, enrollees for whom
records would have to be established. Most of the enrollment data re-
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quired for these individuals would not be in State files because it would
not have been needed for purposes of entitlement to unemployment
compensation. So rather than relying on information already in State
files, we would have to obtain the necessary information through an
application-taking process. Each of the unemployed would have to be
contacted to obtain the necessary identifying information on behalf
of -himself and his dependents. The idea that you can just use the
unemployment insurance system is an attractive one, but it is an in-
accurate one because it would not contain the information required to
insure that those elible were receiving the benefits.

It is not a task which can be performed simply or quickly. Once the
records are established, we have to ask who would process all of the
new claims. The social security offices are already severely strained in
attempting to keep up with their current workload. There are bills
before other committees to expand the black lung program and -in-
vestigations going on to determine why SSA has been so slow in mak-
ing black lung payments. We have approximately 1,300 social security
local offices. The average workload per office would be about 3,500
claims just to process the 4.6 million people who are initially eligible, to
say nothing of dependents. The ongoing annual workload would
average 6,000 claims per social security office, to bring the newly eligi-
ble unemployed on the rolls. Compare that with last year's new claims
volume figures for all of social security benefits. That was 8.1 million,
or an average of 6,200 per social security office for the year.

So you can see what enormous additional burdens would be brought
aboard by this bill. I am saying this now because we want everyone
to know that these administrative problems are not something that
you sort of toss aside with a wave of the hand, and say, "Of course
there would be some administrative problems, but they could be easily
solved." They could be easily solved after a very considerable period
of time with considerable additional help and a very considerable
period of dislocation to the social security, the medicare, and the black
lung programs which are presently being administered by many of the
same people.

Though there are a number of different ways of establishing eligi-
bility, the point is we must have some system of identifying the eligi-
ble unemployed and their families, and it must be devised immediately
because this hill would take effect immediately. And it must be de-
vised, not only to bring people on the rolls, but to take them off when
entitlement to unemployment compensation ends. And everybody in
the country hopes that that would be a very brief time.

Right now, even when our economic condition is not at its best, the
bulk of the people who are unemployed remain so for under 5 weeks.
That is a very short span to bringthem on, make them eligible, and
determine whether claims were filed during that period and were
valid.

-S. 496 also stipulates that, where dual health-insurance coverage
exists, the private insurer must pay first. We do not quarrel with that
provision, but look what it does. Since about 20 percent of the 4.6
million potentially eligible-under this proposal would have other in-
surance, coordinating benefits would be necessary on a sizable per-
centage of claims. According to the insurance industry, this process
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is a particularly difficult administrative burden and it would be ex-
actly the reverse of the burden that is now imposed by the medicare
program. So everything would have to be changed to accommodate it.
Under current medicare provisions, the medicare benefit is primary
and pays first and any other coverage is secondary. This difference in
paying medicare claims, depending on whether beneficiaries are con-
ventional medicare recipients or unemployed persons, would be con-
fusing for hospitals, medicare intermediaries, and other insurers.

Another administrative problem arises from the fact that presently
medicare pays virtually no benefits for such services as obstetric and
pediatric care, for obvious reasons. Coverage of the unemployed would
require higher degrees of sophistication in medicare claims processing
and for these particular new elements which have not been part of the
medicare administration up to the present time, there would be new
and different questions related to reasonable cost and medical
necessity.

All of these are reasons, Mr. Chairman, why all of the health insur-
ance bills introduced have provided a substantial leadtime to enable
the planning to be done to have these programs start achieving
benefits.

The SSI program allowed 14 months from enactment before the
first checks were issued. The Congress recognized that providing that
14-month period was necessary-not on request from HEW because
it was not a program we requested-but simply to allow leadtime for
implementation. The SSI program will eventually reach perhaps 31
to 4 million people, maybe more. This is a program that starts out with
4.6 million plus dependents, which brings it to 10 million people.

The other thing that I think has to be made clear to the committee
is that there is no way in which any 6f these programs can be insti-
tuted in this fashion without causing serious problems to the existing
medicare beneficiaries, the existing black lung beneficiaries, the exist-
ing social security beneficiaries. You cannot simply drop a program of
this magnitude into that whole structure and expect that it will be
implemented overnight. And that is not to say that we do not have
good, able, and dedicated people. We have some of the finest people
in the country working on these programs, but there are limits to
human capabilities. And this bill, without any recognition whatever
of that, attempts to say that there are certain administrative difficul-
ties which will have to be overcome next week.

I should mention- Mr. Chairman, that the problems of administra-
tion are equally complex under the other bill, S. 625. Here again, em-
ployment offices would have the responsibility of establishing eligi-
bility through entitlement to unemployment compensation. Then you
would have the further examination of whether that individual had,
while working, some kind of health insurance, and some mechanism
would have to be established to check on that, which would require
more than examination of the individual. It would require exami-nation of all of the employers who are providing that coverage. Thou-

sands of employers and health and welfare trust funds throughout the
country would'have to certify as to terminated employees' eligibility
under some kind of preexisting plan that they might have had.

I will not belabor the difficulties of administration under S. 625
because that bill is not specifically before you. But I do want to illus-
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trate again the magnitude of the problems caused by this whole con-
cept of trying to rush in with a quick attempt to do something about a
"sall piece of a very big problem in a way that will exacerbate and
aggravate the attempts made to cure the big problem, which is to im-
prove the economy, so that the jobs will be there and so that there will
be some private investment encouraged that will produce jobs.

The points that I have made on costs and equity and administration
represent our major concerns about the effects of this bill to provide
health insurance just to certain unemployed. Specifically related to
S. 496 is of course the work disincentive which would be created
through the implementation of this bill.

This would be another situation in which certain benefits would be
available to certain people-some, but not all of the unemployed-and,
as we have seen repeatedly with AFDC and with other programs that
have notches and limited numbers of beneficiaries, the fact that some
people can become elgibile and others cannot, though they are per-
ceived to be in the same situation, means that at least in some cases
disincentives are built in for people to remain in the kind of situation
they are then in.

Now, necessarily, this has been a very negative presentation, and I
regret that, but I want to say in conclusion, Mr. Chairman, is that, were
it not for the present economic situation, where bills of this kind, with
$1 billion here and $2 billion there, are going to exacerbate this situa-
tion, we would be strongly urging the enactment of national health
insurance, and we expect to be urging that in a very few months.

This year fiscal constraints and energy development have to be our
priority. As you know, the President has asked for a moratorium on
all new Federal spending programs, and this is clearly one of those.
This year, therefore, we are delaying our initiatives on national health
insurance. We are strongly committed to the principles of national
health insurance embodied in the comprehensive health insurance
plan, and a bill of that kind will be introduced next year.

Only through a comprehensive universal system of national health
insurance can the health care needs of the unemployed be properly
addressed in a way that avoids the inequities and the administrative
problems I have discussed today. This can best be done by building on
the strengths of the existing systems of health care delivery and financ-
ing and filling all of the gaps to provide needed health care protection
for everyone in the country. The administration's comprehensive health
insurance plan would provide universal financial access through com-
prehensive health insurance for all. These bills we are talking about
would provide limited coverage for just a few, and I have not even
mentioned the inadequacy of the benefit packages that are included.

They contain all of the unfortunate overemphasis of hospitalization
that is the plague of most health insurance today, and not enough
emphasis on the things that most people really need. Our health insur-
ance program that covers everyone would have positive effects on the
way health services are delivered by structuring the benefit package
properly. In some ways these bills that we are talking about today
would have adverse effects by providing greater coverage for more
expensive forms of health care, resulting in further imbalance in the
delivery system and further upward pressures on the cost of health
care for everyone.
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Our health insurance program would incorporate a variety of cost
control features, and these bills would entail additional spending of
virtually uncontrolled funds thereby adding to the inflation we already
have in health care. Our bill would provide a mehanism for insuring
qualit and the necessity of care. These bills would have little such
control.

Mr. Chairman, our bill was not conceived overnight. It was well
thought out, and it took about ayear to work it out before it was pre-
sented to the Congress and before it was accepted by the admin-
istration as it was last year. Its features are designed to provide a
comprehensive pattern for health insurance. Quick implementation of
hurriedly conceived legislation can obviously have very long-term
adverse consequences, particularly coupled with the total reluctance to
stop any program once it starts.

This concludes my prepared remarks, Mr. Chairman. I would like to
say, just to anticipate some of the questions that I know will be coming,
that we share everybody's concern for the unemployed and the condi-
tions that exist now. There is no monopoly on compassion or warm,
humanitarian approaches to problems. But I think that the fact that
there are so many defects with this bill has to be pointed out, even
though I well understand the risks involved of being accused of being
callous about the unemployed. I want to assure you that no one in
this administration is in that catgory, but no one thinks that the
compassion and the warmth and the humanitarianism that we feel
about these problems should obscure the fact that these bills would do
a very great deal more damage than they would good.

Mr. Chairman, I appreciate very much the opportunity to present
this statement. I am accompanied today by people who are able to deal
with perhaps specific aspects of some of the problems that are before
you. Stephen Kurzman, of course, is our Assistant Secretary for Legis-
lation. Dr. Stuart Altman is our Deputy Assistant Secretary for
Health Planning and Evaluation. Dr. Henry Simmons is the Deputy
Assistant Secretary for Health. Thomas Tierney is the Director of the
Bureau of Health Insurance in charge of the medicare program, and
Dr. Keith Weikel is in our Social Rehabilitation Service dealing with
the medicaid program, in case you have any questions on that program.

And I would also ask that the omitted portions of my statement,
which I did in the interest of your time and patience, which involve
primarily 'S. 625, the Kennedy bill, might also go into the record
because they are a part of all of the points that we wanted to get before
you.

Thank you very much, sir.
The CiAIRMAN. Thank you verve much. Mr. Secretary.
In order that every member would have a chance to ask his questions

of the Secretary and to expedite this procedure, I am going to suggest
that we limit ourselveR to the 5-minute rule in the first round of ques-
tions, and thereafter if someone wants to ask additional questions, he
will have the opportunity.

I yield my place to the Senator from Texas, Mr. Bentsen.
Senator B§F.NT*EN. Thank vou very much, Mr. Chairman.
Mr. Secretary, we did not have a casual approach to the admin-

istrative problems of this program, as you suggested. That certainly
was not the case. A Rreat deal of time was spent in studying the alter-



21

native proposals and possibilities. It was felt after that study that the
proposal that I introduced had the least administrative problems.

Secretary WEINBERGER. I am not prepared to deny that, but that
does not mean that it is any easier.

Senator BE-NTSE. Let me further say, Mr. Secretary, when you
speak of 10 million people that you have to enroll and get records on,
I cannot agree with you. One of your predecessors in office, Mr. Wilbur
Cohen, supports the approach taken by this bill because he considers
it easier to administer and more equitable. He also believes that the
administrative problems could be minimized having the unemploy-
ment offices issue cards to the unemployed that they could present to
the hospitals for easy clarification of eligibility. Therefore, you would
not have to certify 10 million people, but only those who apply for
hospital admissions. I take it you disagree with that assessment.

Secretary WEINBEROER. Yes, Senator, I would have to say it is a
great deal easier to be unconcerned with the administrative problems
if yo'4 are in Michigan, tlan if you are in Washington and responsible
for them, because I know that the people who would be held responsible
for any delays in implementing this program, which is at least twice
as large as the SSI program for which we had 14 inadequate months,
would be the people at this table. So I have no doubt at all that it is
p rfectly possible to get a number- of people who are not connected
with the Department or the government and who have no responsi-
bilities now to say that it would be a comparatively simple task.

And I am not prepared to deny that your bill may have fewer
administrative problems than some of the others that I have examifhed.
But that is entirely a comparative exercise and one that does not
relieve me of any of the worries that I have expressed.

Senator BFNTSEN. Mr. Secretary the people who would be utilizing
this, who would apply for hospitalization, would be the only ones on
which you would have to have a record.

Secretary WE NBFRR0ER. Well, you have to have a record to check
against the people who wish to utilize it to see if indeed they were
eligible.

Senator BENTSEN. The point is I said the unemployment office
would give the eligibility card, to keep up with the eligibility on the
unemployment compensation anyway, and then they would only utilize
it if they checked into the hospital, and there would be an easy verifica-
tion at that point. Now, if you are opposed to both this bill and as
you said S. 625, between the two of them, let me ask you which would
bethe easier to administer with all of the problems that you cite?

Secretary WFINnREROR. Well, I think it is an assessment of the
relative degrees of misery, Senator, and it is awfully hard to make.
But, Senator Kennedy's bill, possibly because it would require the
double examination-that is, A, are you unemployed, and B, were
you covered by somebody else's health insurance plan-might present
a few more difficulties.

On the other hand, your bill requires that the private insurance be
the primary payer, and that would require considerable consultation
and coordination of payments. I would suspect that there is little to
justify choosing between what I have to call, with all due respect, two
evils.
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Senator BENTSEN. Mr. Secretary, you have indicated that the admin-
istration thus far is in continuous opposition to the enactment of
national health insurance this year.

Secretary WEINBEROER. No, sir. All I said was, this year was not the
propitious time to do it.

Senator BF.NTS-,N. Now, I have 5 minutes, Mr. Secretary. Let me
finish my question.

Now, you have also indicated opposition to doing something along
the lines of this bill or the other bill to cover the millions of newly
unemployed. Now, let me ask you: what is your alternative for these
people? Are we going to do nothing to try to help this unprecedented
number of people who are unemployed?

Secretary WVEINB RGE. Well, there are two answers to that, Senator.
One is to use the system that has been built up and greatly expanded,
the unemployment insurance system, which now lasts for up to 52
weeks, despite the duration of unemployment, which fortunately is a
lot less than that for the great bulk of the unemployed, and to rely on
that and existing health delivery systems that are in place, such as
neighborhood health clinics and a number of others that have had
substantial increases in their workload.

That is one answer. The other answer is to ask, why stop with health
benefits? Why not pass bills that involve picking up the mortgage
payments on homes, which is an equally serious problem involving
shelter. Why stop with a bill with provisions that are also designed
to help pay the fuel and energy costs? There is no stopping place
when you pick out a limited group of the people who have severe
dislocations at any one given, but fortunately limited, period of time.
So I do not see any stopping place once you embark upon this kind of
a categorical path for a small group of people and create additional
inequities.

Senator BENTSEN. Mr. Chairman, I will ask for equal time later.
The CHAIRMAN. Senator, you will have your chance when we have

an executive session. You can have all of the equal time that you want,
but I would rather have a chance to have the last say, rather than
the first say.

Senator Curtis?
Senator CITRTIS. Well, I was late, and I lost my time.
The CIAIRMAN. Senator Fannin.
Senator FANNIN. Thank you, Mr. Chairman. Thank you, Senator

Curtis.
Mr. Secretary, I was very impressed with your statement. I realize

your compassion and great concern for the situation that exists. The
complexities of the unemployment problem are almost beyond com-
prehension. You have approached this realistically, and I do feel
that we have an opportunity to do a great deal more perhaps than
what is contemplated by some, and still I realize the limitations we
have. You brought out the limitations.

Isn't the real issue confronting S. 496 whether or not an unemploy-
ment health insurance program can be made to conform to the exist-
ing medicare program and administrative mechanismit

Secretary WEINBEROER. Well, as I indicated, Senator Fannin, I
think there are very substantial difficulties in doing that. There are
all of the equity problems that we mentioned where there would be
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a whole second tier of beneficiaries of the medicare program repre-
sented by this bill, people whose dependents are eligible, people who
do not have waiting periods, people whose eligibility is established in
a different way, a number of different categories of beneficiaries within
the same program.

I have tried to outline the administrative problems, and we have
not tried to exaggerate them. We have been through smaller pro-
grams of this kind with the SSI, and while I am certainly not going
to claim that that program is now in perfect shape, after a year of
operation it is functioning, I think, extraordinarily well considering
the difficulties that were involved in putting a program of that size
into effect. That was the largest civilian program the Federal Govern-
ment has ever undertaken, and this program would be larger than
that. And you would put it into effect, under the terms of this bill,
immediately and in a way that would be, if it is going to do any good
at all, designed to start paying benefits at once. There is virtually no
way that we could offer you anything less than something like a 90
to 95 percent error rate under circumstances of that kind.

You have shifting eligibility, people coming in for 5 weeks, people
going off at that time, people-possibly 10 weeks-people whose
health claims arose during that period, or just outside of it, and the
problem of determining whether they were eligible to be paid.

Now, if the idea is simply to pay health claims for everyone of
low income and no questions asked, that in itself is a-fairly-big job,
but it does not have anything like the complexities that this bill
would have.

Senator FAN NIN. Well, I think it is fortunate you brought that out.
How many new SSA employees would you estimate would be needed
to administer S. 496?

Secretary WEINBEROER. I have not even begun to compute that,
Senator Fannin. Based on the SSI program, in which we have had
to ask for an additional 13,000 employees just to help us out of the
problems that you and your colleagues quite properly raised to us
about delays in payments in the SSI and the black lung program, I
would suspect that we would have to add-and this would be a com-
plete guess-at least the 15,000 additional that we have had to ask
for SSI. And I would remind the committee of what you already
know, that recruiting on this kind of a scale through the civil service
system--competitive examinations, structuring new jobs, all of the
rest of it-is a very lengthy, sluggish procedure, and frankly I would
hope the unemployment situation would be materially improved be-
fore all those required procedures would be gone through.

Senator FANNIN. Our prayers are for that, too.
Mr. Secretary, would you elaborate on your statement on page 14

of your testimony concerning the possible work disincentives if S. 496
were enacted.

Secretary WEINBERGER. This is another of what is generally called
the notch situation-that is, certain limited numbers of people--actu-
ally not all the unemployed, but only certain numbers of the unem-
ployed would be eligible for the program. Whenever there are situa-
tions in which certain people can qualify for a program by certain
limited factors, there is some disincentive to remaining at work if
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the result of doing so is less beneficial than qualifying for some of
the elaborate programs.

I do not have any idea to what extent that would be, but it is there
every time some kind of a separate notch is created.

Senator FANNIN. Well, it is an important consideration. Thank
you, Mr. Secretary.

The CHAIRMAN. Senator PackwoodI
Senator PACKWOOD. I would like to address a question to Mr. Tierney.

Could you tell the committee your background ?
Mr. TP=Y. Yes, Senator. Well, I first of all served in World War

II as I guess most people my age did and then for 10 years I was prac-
ticing law in the city and county of Denver, and for the next 10 years
I was president of the Colorado Blue Cross Plan, and since the micep-
tion of medicare, I have been Director of the Bureau of Health Insur-
ance.

Senator PACKWOOD. Since the inception of medicare, the Director of
the Bureau of Health Insurance?

Mr. TIERNEY. I should correct that, sir. I started in April of 1967,
which was, I guess, 7 months after the beginning of medicare.

Senator PACKWOOD. You are now a career employee?
Mr. TIERNEY. Yes, sir.
Senator PACKWOOD. How old are you?
Mr. TiE.RNEY. Fifty-six.
Senator PACKWOOD. SO, barring any decision of yours to retire, you

would expect to remain in this position or an equivalent one even dter
the Ford administration terminates in 1980? [Laughter.]

Mr. TrERNEY. My pension rights are such that I assume I will be
around until 2000.

Senator PACKWOOD. And it is your Bureau that will administer this
program under Senator Bentsen's bill, if it goes into effect?

Mr. TIEiRNEY. Yes, sir.
Senator PACKWOOD. Considering that this program would go into

effect the first day of the first month after passage, if we pass this bill
in April, it would go into effect on May 1 and would last 1 year. Based
upon your experience, how long would it realistically take you to get
it going?

Mr. TiERNEY. When you say get it going, Senator, I would like to
just explain

Senator PACKWOOD. To pay benefits.
Mr. TIERN.Y [continuing]. One thing. If you say, provide medi-

care coverage--in other words, these people become a part of the
medicare program, I think it would take a very long time and possibly
never really accomplish that because there is such a distinction be-
tween medicare as we know it, now and as it would exist in this kind
of a situation that it. really would not be the same.

As far as simply issuing checks, if you mean that somebody has de-
termined eligibility and we rely thereon. and simply accept a bill from
a hospital and send them a check, that could be done reasonably soon.

Senator PACKWOOD. But I am talking about sending checks to eligi-
ble beneficiaries or to hospitals that are providing services for eligible
beneficiaries. I realize you could send checks out on the first day or
very close to the first day, but in terms of reaching the coverage that
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like to cover, how long would it take ?

The program is going to end a year after it starts. How long into
that first year would it take you to provide coverage for those who
are determined to be eligible I

Mr. TIERNEY. Senator, I am no)t trying to evade your question. I am
trying to throw some light on it. I do not think in a year we could
provide, like we do for the aged or the disabled, medicare coverage.
We could start a mechanism which would pay hospitals for people
who were assumed to be eligible through some certification. I am
guessing, but I would think within a month you could do that. You
need some forms,-but that is not really medicare coverage.

It has nothing to do with medicare. It is a new mechanism for pay-
in hospital bills.

Senator PACKWOOD. What you are saying is within a month you
could start to issue checks, but you are not sure that within a year you
could actually be certain whether you were issuing checks for eligible
beneficiaries?

Mr. TIERNEY. Yes, sir. That is correct.
Senator PACKWOOD. I have no other questions.
The CHAIRMAN. Senator Roth?
Senator ROTH. Mr. Secretary, I have. just one question. You said

that because of the fiscal constraints that you are delaying until next
year new initiatives on national health insurance.

Secretary WEINBERGER. And all other new programs.
Senator ROTH. That is correct. Yes, sir. My question is this: we

have already been discussing the long leadtime needed to put even a
moderate health insurance program for the unemployed into effect.
Why would it not be worthwhile for the administration and the Con-
gress to proceed this year with the health insurance legislation
recognizing that, once we adopt it, it will take a long leadtime to
implement it? Why cannot we seize this as an opportunity to move
ahead now?

Secretary WEINBERGER. Well, I think the feeling, Senator, is that.,
with the promotion, recommendation, and sponsorship of new pro-
grams at the same time the President is asking for very necessary
restraints on the rate of growth of spending, you would establish an
atmosphere under which the requests for restraint are not taken very
seriously. That is why the President determined that there should be
a moratorium on all new spending prog rams this year, with the excep-
tion of energy that has a special set of problems all of its own and is
tied directly to the state of the economy as a whole.

Senator ROTn. Yes, sir, but what I am saying is you are not going
to put it into effect this year anyway.

Secretary WEINBEROER. No, you certainly are not. All health insur-
ance bills have at least a 2-year delay in them, and absolutely have to
have for the reasons I mentioned earlier.

Senator ROTH. So I go back to the proposition that we ought to move
ahead. As a matter of fact, you could have the effective date held in
abeyance until the fiscal situation is ready. One of the criticisms of so
many of the programs that we put into effect in the past is that there
has not been sufficient planning. It seems to me that we.ought to recon-
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sider and see just whether we should not take advantage of this op-
portunity and move ahead, so that whatever we finally adopt, your
agency will have some time to do some planning.

That is all I have, Mr. Chairman.
The CHAIRMAN. Senator Brock?
Senator BRoOK. Mr. Secretary, I think the most cogent arguments

against the Bentsen bill come from the cosponsor, Congressman Cor-
man, in his own statement, and I would note on page 3 of his statement
that he wanted to assure that the program could beMin operating within
a reasonably short period of time and the administrative procedures
be streamlined as much as possible and that there is adequate question
as to whether that is possible under this particular bill.

-He also points out that neither of the two approaches we have talked
about would cover the unemployed who are not eligible for unemploy-
ment compensation, and finally it covers only hospitalization.

Now, I share Congressman Corman's concern with this bill as well as
the Kennedy bill, but it does seem to me that Senator Roth has made a
pretty fundamental point, and that is the need to talk about any pro-
gram in the context of those people who are disadvantaged, whether
by circumstance of unemployment or circumstance of poverty, and you
are not doing that.

I do not see how this Congress can go to the American people and
justify a program which says, well, just-because you are poor, it does
not mean anything, but if you happen to be unemployed, it does. There
are plenty of people who may be unemployed who have greater unem-
ployment benefits under the SUB program, plus compensation, plus
all of the rest of it than some people who at least are, in some sense of
the word, gainfully employed, that they are exempted from any cover-
age at all.

I think the greatest problem I have with the political process at the
moment is that this disenchantment that people feel about their gov-
ernment and the inequities they perceive in our legislative process, and
if I might suggest to you or ask your comment rather, it does seem to
me that whatever we do, whether it is some modification of the Bent-
sen-Kennedy-Roth-Brock-Long program, or the Weinberger program
it should be related not to unemployment, but to income and to circum-
stances. Is that not a fair statement?

Secretary WrINBERoER. Yes, it is, and that is essentially the adminis-
tration's comprehensive health insurance bill. The coverage is very
broad, very comprehensive, would be required to be provided through
the employer-employee arrangement, and the Government's only inter-
vention would be to help those with low incomes obtain the same kind
of coverage and also to improve the medicare benefits so that it equaled
those of all of the others.

That is essentially the comprehensive health insurance plan, and I
would certainly agree that that is a far more equitable and proper
approach than the narrow, categorical approach of the one before you.

Senator BROCK. In essence that is what I think the chairman of the
committee was saying when he referred to the Long-Ribicoff title 11
which relates to the poor, and that covers not only the unemployed, but
those who are economically deprived for whatever reason. I personally
very much appreciate your emphasis on that.
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I do happen to disagree with the administrative concept in your bill,
but I appreciate your willingness to at least support consideration of a
broader program. Whether Mat will be implemented this year is up to
us, I think, but I do think we ought to approach it from that concept.

Thank you very much.
The CHAIRMAN. Mr. Secretary, here is the problem that bothers me

about all this, from the fiscal point of view. A tax expenditure in a
very desirable area, I should think, would do as much to stimulate the
economy as a tax cut, especially if you are looking at one of the high-
p~iorityexpenditures, and a low-priority tax cut.

When we are looking at a $16 billion tax cut measure, I find myself
wondering-and the same question is posed by a suggestion being sent
to us by Senator Bumpers from Arkansas--would we not be better
advised to spend some of this money in areas that cry out for activity?
Compared to some of the items that you or I might place at the bottom
of the priority list, among those tax cut items, would we not be better
advisedto provide health care to a lot of poor people, many of whom
will suffer or the rest of their life the ravaging effects of illnesses with
which they are afflicted at this point, rather than simply spend that
money in a tax cut?I am very much interested in providing for the low-income people,
who do not have the money to pay for health care, whether unemployed
or not. The same thing is true with regard to these catastropic situa-
tions where all of the family's resources have been completey wiped
out. Would we not be better off to provide some money in that area,
rather than just put it into a tax cut?

Secretary WRINBRGER. Well, Senator, I happen to disagree with
you. I feel that tax cuts put the money in the hands of t ole
themselves to spend, and I have a great confidence in the ability of
every person, whether he has a low income or not, to be able to make
decisions that are best suited to him. I think that in addition to that,
there is substantial waste and loss in more of these in-kind programs,
and food stamps is a perfect example of it. I would infinitely rather
have that cashed out, and have the people eligible have the cash and let
them make their own food decisions or their own budget decisions,
rather than have Government here in Washington assume the wisdom

do it.
I also think that you get-much greater stimulation for the economy

by a tax cut than you do by additional forced Government spending,
which is nearly always likely to be accompanied by a certain amount
of waste and a considerable amount of lost effort and time. So I would
not agree with you. I am sorry. I would favor a tax cut. I think what
we are apt to get here are tax cuts and expenditures, and the. com-
bination of the two can dislocate the economic system so that you
are going to have a great deal more time and trouble achieving eco-
nomic recovery than if we stayed within reasonable limits of stimula-
tion through tax cuts, and encouraged some private investment. This
is the only thing that can produce jobs and get us out of this situation.

The CHAIRMAN. Well, I fully concede to any Secretary the privilege
of backing any program announced out of the White House. But I
must say that it is difficult for me to accept the rationale of the ad-
ministration. Last year, the program was not a tax cut, but a tax in-
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crease-a 5 percent tax increase. Then this year, we are told, instead,
cut taxes, but don't increase spending. Now, next year, you might
come here with the program, increase expenditures; don't cut taxes.

I really think that all of these things need to be judged on their
merits. In other words, in some areas, some people ought to pay more
taxes. In other areas, we have some high-priority programs and people
in crying need, for whom it would be justified in providing a spending
program. And then, there are some areas where a tax cut would do
a great deal of good.

I, for one, cannot buy the view that more Federal expenditures is a
fine thing one year, and the next year it is all bad.

Secretary WEINBEROER. We do not buy that view, Senator.
The CHAIRMAN. You will be in here next year with the health in-

surance program.
Secretary WEINBERGER. That is not an expensive program, as these

Federal standards go, if you would adopt the administration plan.
If you adopt some of the other plans, you do have enormously ex-
pensive programs.

The CHAIrMAN. Mr. Secretary, your program will cost the consumer
more than my progruim.

Secretary WnER O R. No, sir.
The CHAIRMAN. The only difference is, the approach you would

use would do it by way of the insurance companies, on the theory,
as I see it, that any Government activity is evil; while, if you achieve
an even lesser result by way of private enterprise, that seems to be
all right.

Secretary WEiNBERoER. No. The general view I have, Senator, is
that any Government action is not necessarily evil, but I would like
to examine it pretty carefully to see if there is any chance that it might
be more effective and result in better action than'that carried onby
the private sector. My experience with Government and the private
sector has led me to feel that, ordinarily, you get a lot more effective
use of your Nation's resources through the private sector. And you
get a lot more individual freedom, which I think is a very important
thing. The bigger Government gets, the less individual freedom you
have.

The CHAIRMAN. My time has expired, Mr. Secretary. I am not oing
to complain about you taking most of it. Go ahead, Senator Curtis.

Senator Curis. Mr. Secretary, as I understand it, this hearing is
on both bills before us? Well, at any rate, the Bentsen bill and the
Kennedy bill both are written to be temporary programs. Is that
right? 9-

Secretary WHINBERGER. That is what they say, yes, sir.
Senator Cuwrn. Now, if unemployment remains at a high level for

a few years, and I hope it will not, do you anticipate that the pres-
sures will be such that either of these programs, if adopted, can be
discontinued?

Secretary WINBEROGR. Whether or not unemployment remains at a
high level, Senator, I would anticipate that the pressures would be
irresistable to keep either or both programs in effect permanently.

Senator Ctrrxs. Yes, sir. Now, is there anything in the Federal law
that prevents unemployed people, if they do not have resources, from
receiving medicaid at the present time?



29

Secretary WEImNBo R. It depends on the States.
Senator CuRTS. No, no. My question is, is there anything in the

Federal lawI
Secretary WEINBEROUE. Federal law? No, I do not believe there is

anything in the Federal law.
Senator Cuins. That would preclude unemployed people from ob-

tai'img medicaid at this time?
Secretary WEImERoER. Not under the Federal law. There are pro-

visions in some States.
Senator CuRTIs. Yes, sir. A State can make that decision if they

want to. So, so far as the unemployed are concerned, we have a program
now where all of those who do not have the resources to provide their
own medical care can be taken care of, from the standpoint of Federal
law. Is that true?

Secretary WEINBEROER. That is true. There are asset tests and other
entry requirements into the medicaid program, but in my understand-
ing, that is correct.

Mr. WE1ZL. No. In 24 States-
Senator Curis. No, no. I am asking only about the Federal law.

Now, if the States do not want to take care of the poor people, that is
their responsibility.

Mr. WFK L. But under the medicaid program, they would have to
be categorically related.

Senator Cu Ris. Not according to Federal law.
Secretary WEINBOER. Well, it is not the individual State varia-

tions he is talking about. It is the overall Federal requirement. Medi-
caid is a State-administered program, for the most part.

Senator CuirIS. I understand. But is there anything in the Federal
law that would prohibit giving of medical care under medicaid to an
unemployed person, if head no resources?

Mr. WEIXEL. Yes.
Senator CuRIs. What is it?
Mr. WiKFJ. The individual would have to be in one of the aged,

blind, disabled categories--or in a family with dependent children. He
could not, for example, be a single adult.

Senator Cuirs. I will accept single adult.
Mr. WEIKEL. Or a married ouple without children would not be

eligible under that case. /
Senator CuRaIS. All right.
But the Bentsen bill would take care of unemployed people regard-

less of their assets and other resources?
Secretary WEINBERER. That is true. The only eligibility is drawing

unemployment compensation. -

Senator Oums. I want to commend the Department for taking the
position against new programs. It is so difficult to reduce the cost of
programs, and the costs just grow. It is almost impossible to discon-
tinue a program. The big hope that we have for ever getting this Gov-
ernment into manageable proportions is to stop enlarging it.

I disagree with the administration's plans that are now on the shelf,
with reference to national health insurance. We have a program for
the aged. We have a program for the poor. I think before we start to
debate which plan of national health insurance is the better or the
best, that we should give the American people an opportunity to debate

49-891 0 - 75 - 3
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the issue. Do you want the Federal Government to provide health care
for people that are neither poor nor ad I I do not believe that at this
time the American people are asking or it. I think there are groups, I
think there are sizable numbers. But I believe it is generated by aspir-
ing politicians.

Anyone that is knowledgeable of congressional procedures knows
that we could take the administration's program on the floor of the
Senate next year, and we would either get the Kennedy- bill, or even
halfway toward it. But I certainly commend you for your present
stance against no new programs, and I would hope for continuation of
that.

Senator HAraKE (presiding). Mr. Secretary, I understand it is my
time, and let me say to you that I find mysef in almost 100 percent
disagreement with my dear friend from Nebraska, and I am sorry that
you have taken such a reactionary stand against the people. But let
me say to you, I am quite concerned about this immediate problem. I
have just come from the Joint Economic Committee, where I was talk-
ing to them about the fact that some people are going to look for
stabilization at 8.2 percent unemployment rate. I think the Bureau of
Labor Statistics would tell the American people, if they would listen,
that this is not a good figure, that there is disaster in it; because
580,000 people dropped out of the labor force. They are what is known
as discouraged workers, and this is the highest number of discouraged
workers in history. People are losing faith in their ability to get a job.

Now, having said that, let me ask you a question. There is another
measure which we have introduced, and we do not claim that it is go-
ing to be completely successful. Basically, it provides for catastrophic
coverage for the big illness, the accident, or the operation. However,
we agreed to redefine and reconceptualize the meaning of catastrophic.
We have made it relevant to the financial situation of the unemployed
without going to complete coverage. We have also extended the cover-
age to all individuals who fall under the scope of any State or Federal
unemployment compensation program, regardless of whether they had
prior insurance or not. Full hospitalization will begin on the 16th day,
as opposed to the 61st day as provided by the original catastrophic
plan. Total out of pocket expenses for physicians and other medical
services are $1,000, as opposed to $2,000 in the other program. Total
co-payments would equal no more than $500, as opposed to the $1,000
envisioned by the Finance Committee catastrophic plan; and generally
speaking, full coverage starts at about $3,000 rather than $10,000. This
represents a basic reevaluation of the meaning of catastrophic, and one
that is related to real needs.

Now, the States themselves, in such cases, would be expected to enter
into agreements with the private carriers to provide the mandated
coverage to the constantly-changing core of unemployed, and they
would be reimbursed 100 percent for the insurance and the administra-
tive costs by the Federal Government; financing would be from general
revenues. I wonder if you have any comment, or is that just too quick
to throw that at you ?

Secretary WRINBEROER. No, sir. I cannot persuade myself that you
would like my comments, and it is always disappointing to me to have
to disagree with one of your measures. But I would have to sum it up
by saying that I think that bill has all of the worst features of the
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Long, Ribicoff, and the Bentsen bills combined. I can elaborate on that
if you wish.

Senator HAurxz. That is a pretty good recommendation when you
disagree, I would have to admit.

One of the problems that I see at this time is, when you come back
to the unemployed, they are just in a special category, and I think
everybody has pointed this out. And the situation creates a lot of des-
perate feelings, I do not mind telling you right now. The Indiana State
SLegislature is meeting, and it is not a very pleasant sight out there.
There are people beating on the windows-they have windows around
the State legislative hall-and they are beating on the windows, and we
are justone step away from that. There is a demand for action in many
of these areas. And I know that the President says he wants action out
of Congress, but every time we start to move, the whole administration
puts up a great big road block.

Secretary WEINBERoER. Well, Senator, I think what they are beating
on the windows for, which I assume is a figure of expression-

Senator HARTKE. No. I am talking about actually physically beating
on the windows.

Secretary WEINBERGER. They are not beating on the windows to have
their doctors and hospital bills paid. The thing that would do the most
good is additional cash for a longer period of time, and that is what
has been asked by the unemployment insurance extension proposals
that we have made.

Senator HARTKE. I am for that. I have no problems with that.
Secretary WEINBmROkR. But the thing that helps people most in this

condition, is not a paid visit to a doctor or a hospital. It is the situation
that can give them more cash to provide better food and better housing
conditions and clothing for their families, and things of that kind.
That is what the unemployment insurance extension provides. What
you are talking about here is a special, new separate set of program to
pay a special, separate set of bills; many of which, I am bound to say,
Senator, are going to be absorbed anyway by doctors who, many years
before medicare, treated free a great many patients who were unable
to pay. And I, for one, do not believe that we have gotten so far away
from that kind of rather noble contribution that a great many people
made that we are going to have some of the problems that people have
talked about. But you are not going to solve or relieve the principal
problems of the people who are most affected-and they are serious
problems, and people are deeply affected. You are not going to remove
them by providing a new system of paying somebody's hospital or
doctor bil

Senator HAmKz. Well, the American Hospital Association is here
to testify today, and I am just telling them-here comes a vote. and
we are going to have to leave-and so is the American Medical As-
sociation. I am going to ask them whether they are willing to give a
moratorium, as you have indicated.

Secretary Wm"PNRGER. Now, I did not say anything about a mora-
torium. I just said there is still a lot of nobility'left in the American
system, and I do not think we should feel it has been exhausted simply
because we have had medicare and medicaid for 10 years. It relieved
a lot of the necessity of that before.
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Senator HARTKIE. I just wish that you were right, and it is so sad
to see a man so wrong.

Secretary WExiENRLR. There is always a possibility, sir.
Senator HARTUE. I tell you, so help me, I came here in 1959. My

first assignment was a special committee on unemployment problems,
and they talked about committees here being ad infinitum. It was
headed by a fellow named Eugene McCarthy, one of the finest works
ever done. I wish you would read some of that, and read the tragedy
that is in there.

Secretary WDINBFROER. Nobody questions that at all.
Senator HARK And go out, as I do, and read the tragedy on

the unem ployment lines, where they are stacked up for miles. And I
tell you, I do not know in your own administration-when I talked
to them this morning downstairs, not officially, but unofficially with
the Bureau of Labor Statistics, you have a deep psychological and
social problem in this country of people being discouraged, not alone
in getting work, but discouraged with the system. And with all due
respect-and you know I did not vote against your confirmation;
maybe I should have, but I did not-

But the point of it is, as long as this attitude prevails, in my judg-
ment, you are drawing the line sharper and sharper between those who
feel that this system can sustain itself and those who feel it cannot.

Secretary WEINBEROER. Senator, your vote that you referred earlier
to is one of the reasons I so reluctantly disagree with any of your
proposals. But the simple fact of the matter is-and I think the Pres-
ident is as deeply affected as anybody by the problems of people who
are unemployed-there are other and better ways to deal with that
than simply guaranteeing payment of some of the bills of the
unemployed.

Senator HArKE. But the President has already said national health
insurance is out for this year. He said he cannot afford it.

Secretary WEINBEROER. On a practical note, Senator, I cannot-
Senator HARTKE. Not on a practical note. On a practical note, it

should have been in there several years ago. On a practical note, that
is what the people are so damn mad about in this country.

Secretary WF, INBEro. We urged that last year as strongly as we
could. On a practical note, the chairman of the Ways and Means
Committee has said he will not reach it in this committee until October.

Senator HARTIKE. That is his fault. I cannot help what the chair-
man of the Ways and Means Committee does--he does not run the
process. He is in a league with the President of the United States.
But I cannot understand it. I mean, he is a nice guy, but I would like
to see some people who are in league with the people, for a change.

Now, these unemployed people-I was out there last weekend. I
talked to them. They are concerned about their insurance running out,
and their families not having that insurance, and it is going to be
canceled on them, and they cannot get into any other program.

Secretary WrINBEROE. I talk with groups every day, and in all
parts of the country, Senator; and I can tell you that in my opinion,
there are a great many more justified worries than whether a hospital
gets its bill paid or not, or whether a doctor gets his bill paid or
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not. What these people need is more money and a job, and we are try-
ing to provide both. Furthermore, we will delay the job business if
we engage in further categorical, narrow, ineffective spending pro-
grams that will further dislocate the whole economy.

Senator HARTKE. All of those adjectives, I think, are ineffective,
okay I But the fact is-and then I am going to go vote, too-I am
for going ahead and providing jobs for these people. I am for ex-
tending unemployment compensation benefits, and I do not have any
hesitancy. I am ready to vote on it tomorrow. I wish you people would
come down here and get the people, at least of your own party, the
Republican Party to help us do it. They are part of that foot-dragging
you are talking about, and talk to our committee chairmen. I am not
even saying that we should enact the program I have introduced-all
I am saying is that we must do something. I am tired of doing nothing.

Secretary WmNB OE. Your bill, Senator, if I might suggest, would
use up a lot of valuable resources to take care of people who have to
pay $3,000 of medical and hospital bills before they get any protec-
tion, under your proposal.

Senator HARTKE. All right, put it away and come up with some-
thing better.

Secretary Wm1NBER0Fw. We have.
Senator H~mrxB. What, with CHIP?
Secretary W=NBWmot. Yes, sir.
Senator HArTKE. All right. But you have already condemned that

to the graveyard this session. I mean, you are saying to me, for 6x-
ample, that if I am sick-figuratively-and need help, that you say,
well, I have got a perfect cure for you, but I am not going to use it.
Is that what you are saying

Secretary WEiNIEOLN_ No, sir. What we are telling you is that the
cures that are proposed in these measures cannot possibly be put in
effect to help other than a very limited sector of the population, and
in their case the only good it does is to pay a few of their bills in a
limited category. And what they need is more money and a job, and
that is what our alternative is this year.

Senator HARTRE. Let me characterize what you are saying. You are
saying there are an awful lot of people out there who have cancer,
and because we cannot cure them all, do not do anything for those
you can helN il

Secretary VzINBEn. No, sir. Senator, I would hate to have the
hearing end on that kind of a note, because that is not what I am
saying, and I am sure you know it.

Senator HArKE. Well, I think that is what you are saying.
Secretary WEINnRRoER. No, sir.
Senator HARTKE. All right.
Listen, I have to go vote, too.
Secretary WEINBERGER. Well, I can just stay here and testify.
lGeneral laughter.]

senator HARTK& My understanding is that I am dismissing you.
eneral laughter.]

senator HA-TKE. The staff tells me I am dismissing you. Mr.
Woodcock, I understand that you will be scheduled as the next witness,



as soon as this vote is over. Oh, pardon me, you are not excused, Mr.
Secretary. Mr. Bentsen wants to come back and question you at noon.

Secretary WEINBEROER. Okay. Are we in recess nowI
Senator HAWM We are in recess now.
[A brief recess was taken.]
The CHAnMAN (presiding). This hearing will come to order. _

I am going to suggest that we excuse the Secretary temporarily and
ask him if he could remain in the room for about 15 minutes in the
hope that Senator Bentsen can return and ask the additional questions
that he wanted. Otherwise, I think we will ask Senator Bentsen to sub-
mit his questions to the Secretary in writing.*

[The prepared statement of Secretary Weinberger follows. Hearing
continues on p. 43.]

STATEMENT OF CASPAR W. WEINBEROEg, SECRETARY OF HEALTH,
EDUCATION, AND WFXARE

Mr. Chairman and members of the committee: I very much appreciate the
opportunity of appearing before you today. As you know, I am greatly concerned
about the availability of health insurance at a reasonable price for all our
citizens, and I am also much troubled by the problems of the unemployed.

Health insurance has been an important Initiative of this Administration. I
have testified on numerous occasions supporting the Administration's proposal for
national health insurance. We need a system in this country which will provide
universal protection against health care costs for all Americans. The proposal
we introduced last year, the Comprehensive Health Insurajce Plan, would have
done that and would have provided for the unemployed continued protection
against the high cost of medical care.

Unfortunately, we now find ourselves in an economic situation which makes
it temporarily impossible to pursue actively early enactment of a comprehensive
health insurance bill. We should not, however, lose sight of the major goal that
CHIP was designed to accomplish-universal accessibility to financing for a
comprehensive range of medical services. S. 496 does not do that. Instead, it is
designed to aid only a small portion of the 25 million Americans who we estimate
have no health insurance protection by providing the recipients of unemployment
insurance benefits with the hospital services portion of Medicare.

In fact, Mr. Chairman, while I can appreciate the intent behind S.'496, passage
oif this bill would create gross inequities and enormous administrative problems.
Furthermore, it would establish a new Federal program requiring well over one
billion dollars in Federal spending, which is in direct opposition to the Adminis-
tration's current economic strategy.

Dealing with the problems of the unemployed is key to the Administration's
strategy for handling our current economic situation. And many things are being
done in an effort to alleviate the plight of those who, through no fault of their
own, find themselves without jobs.

The Administration has supported several major initiatives to help the
unemployed:

-The Unemployment Compensation Program has been expanded to provide
benefits for certain categories of workers not previously eligible. This will
allow over the course of one year approximately two million additional
unemployed persons to become eligible for benefits and will result in $8.2
billion of new Federal expenditures for 1975.

-Recognizing that during this recessionary period many of the unemployed
will remain out of work for longer periods of time, the Administration has
also supported an extension of the time during which unemployed persons
are eligible for compensation. This provision will extend potential eligibility
for benefits up to 52 weeks and will cost the Federal government an addi-
tional $1.8 billion this year.

-Public service Jobs which are providing employment for thousands of workers
who would otherwise be unemployed have been created. Nearly $2 billion
in Federal funds will be spent to provide the money necessary for this effort.

ITese provisions coupled with the existing payment structure in Unemployment
Compensation will result in over $20 billion being expended to benefit the un-

*See p. 47.
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employed in calendar year 1975. Over $8% billion of this amount will come from
Federal revenues. In addition, the tax rebate program, which is a crucial part of
the President's economic strategy, will provide added income to the unemployed
along with others in our society.

While many things have been and can be done to help alleviate the economic
condition of the unemployed, I would suggest that building an "in kind" benefits
program is not a constructive step.

In addition to the proposals we are discussing today, there is currently before
Congress a proposal that would pay home mortgage payments during periods of
unemployment, or if income is otherwise substantially reduced. What about
utility bills and car payments? How far do we go in providing new "in kind"
benefit programs?

The main problem of the unemployed is not lack of health insurance. The major
problem for the unemployed is that they have lost their jobs. And the most im-
portant thing we can do for them is to improve the economic situation so they
can get them back. The unemployed need money-money to provide for their
basic needs until they do become reemployed-money until they are able to provide
for themselves through their own employment. The Unemployment Compensa-
tion Program is the mechanism whereby such fitds are disbursed, and as I men-
tioned earlier, the Administration has supported the extension of unemployment
insurance system. But there is a limit on how much we can or should spend for
this or any other single purpose.

As I noted earlier, the cost of providing this single program is high. Our cost
estimates to provide health insurance for the unemployed range from a minimum
of $1.26 billion at an 8.0 percent unemployment level and a limited benefit pack-
age, to a high of $3.1 billion, if unemployment were to reach 10 percent and the
benefits were to include both Parts A and B of Medicare. The cost of fully sub-
sidized Part A coverage in S. 496 Is $1.26 billion (at an 8 percent unemployment
rate). We could not estimate the cost of the maternal and child health benefit
section because of its lack of specification. We also assumed that those who
accepted Part B coverage through the buy-in provision would pay a premium
roughly equal to the cost of providing covered physician services. If unemploy-
ment reaches 10 percent the benefits in S. 496 would cost $1.6 billion. And these
are only the costs for the first year of the program. If as likely this program were
to be extended beyond one year, the yearly costs would increase dramatically.
Many employers and health and welfare trust funds would, I'm afraid, cancel
those provisions in their policies which extend benefits into period of unemploy-
ment. The ending of these extension provisions alone would add nearly $200
million to the annual cost of S. 496.

Important as the fiscal issue is, I have even more serious concerns about the
equity of legislating such a program as envisaged under S. 496.

While it may be desirable to provide health insurance protection to the un-
employed, they are only a segment of the total population who do not have cover-
age. As I mentioned, there are 25 million Americans more who have no health
insurance, and approximately 35 million more who have inadequate protection
providing little help against the ever increasing costs of health care. Some of
these approximately 60 million people would be protected by S. 496, but most
would not. There are employees working for employers who do not provide health
insurance coverage and who cannot afford their own; there are the unemployed
not receiving unemployment compensation either because they were not in cov-
ered employment or their benefits expired; and there are the early retirees not
yet eligible for Medicare.

With an unemployment rate of 8 percent, the Department of Labor estimates
that approximately 7.4 million persons would be unemployed. Of this number
6.0 million would be eligiblee for unemployment compensation. About 4.6 million
of these would be eligible for the health insurance protection provided under
SF. 496. While entitlement to another health insurance plan would not preclude
eligibility under 84. 496. the private insurance .,)an would pay first and about
20 percent of the 4.6 million would have other coverage.

I do not want to minimize the need of the unemployed, but certainly health in-
surance coverage only for those receiving unemployment compensation does not
address the problems of millions more of our citizens whose needs are as great
or greater. Moreover, a high percentage of those eligible under this proposal
will be young and single. This is not the group that we believe is most in need
of a benefit such as health insurance protection.
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Since the benefit package and administration of S. 496 would be essentially
the same as Medicare, it Is appropriate to compare eligibility requirements for
the unemployed to others eligible under the Medicare Program.

Those currently eligible for Medicare must be age 65, disabled, or suffering
from end-stage renal disease. 'he unemployed need not meet any of these
conditions.

Those currently eligible for Medicare must meet a special Insured status re-
quirement. The unemployed need not meet a comparable requirement.

Those eligible to Medicare because of a disability or requiring kidney dialysis
have a waiting period of 24 months and three months, respectively. The unem-
ployed would have no waiting period.

The dependents of those currently eligible for Medicare are not similarly
entitled. The unemployed would have the same coverage for their dependents as
they have for themselves.

The point to be emphasized, Mr. Chairman, is that the eligibility criteria
for current Medicare beneficiaries are different and generally more restrictive
than would be the case for the unemployed. It would be difficult to explain to
a disabled person why he had to wait two years for Medicare benefits and why,
even then, his children would not be eligible, when healthy unemployed persons
and their dependents would have no waiting period.

The equity issue comes even more strongly into focus when you consider that
persons aged 65 and over who are not insured for Part A of Medicare may obtain
such coverage only by paying a premium, which is now $36 per month and will
Increase to $40 per month in July. S. 496 would provide identical coverage for te
unemployed at no cost.

Consider also, Mr. Chairman, those Social Security beneficiaries under age 65
and therefore not entitled to Medicare protection-workers who retire at age 62,
wives, widows, and children. Even though entitled to Social Security monthly
benefits, they are not eligible for Medicare protection in spite of the fact that the
worker contributed to the Social Security System and Medicare is a benefit under
that system.

Problems of equity are not confined to S. 496. Other bills which have been intro-
duced and on which I will be testifying also present equally disturbing inequities.
S. 625, for example, would provide health insurance for the unemployed through
an extension of existing employer-sponsored coverage.

At an unemployment rate of 8 per cent, S. 625 would provide coverage for ap-
proximately 3 million of the unemployed at a cost of approximately $1.5 billion.
Under this proposal, not only would the coverage be limited Just to those unem-
ployed receiving unemployment compensation, but it would also be restricted to
those employees whose employers offered coverage previously. Approximately 1.2
million individuals would be excluded because they had no health Insurance
through prior employment.

Even among those who would be eligible under S. 25, gross inequities are evi-
dent. The benefits for those eligible would range from nearly nothing to first dollar
coverage for almost everything. There is a wide variation in the types and amounts
of health coverage currently available through employers' group health plans. A
recent survey response from 127 employers revealed premiums ranging from a low
of $25 per month for family coverage to a high of $85. I do not believe it would be
appropriate to fund from general revenues such plans when the variation in bene-
fit levels is so great.

Would it be fair to the person eligible under a $25 per month health plan for
the Federal government to continue that premium when another person eligible
under an $85 per month health plan also had his full premium paid? Would it be
fair to the working tax payers of this country, millions of whom have little or no
health coverage, to use their taxes to continue paying a premium of $85 per month
for some of the unemployed?

Let me next turn to another serious problem, that of administration. Because
eligibility Is tied to entitlement to Unemployment Compensation, there would have
to be involvement on the part of State and local unemployment compensation
offices to carry out the enrollment process. Unemployment is a transitional problem
for many, even during periods of recession. Adhering to the requirements of S. 496
would require a system of rapidly bringing people on and off the rolls. Even in the
best of circumstances, this would be a complicated process.

The additional administrative burden that would be placed on the unemploy-
ment Insurance system to undertake this function would be very difficult for it to
handle. Heavy workloads are already straining the capabilities of employees
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administering unemployment compensation. Adding an unfamiliar program of
health Insurance would severely compound already existing problems of sending
cash benefits on time to eligible unemployed persons.

Likewise, it is all too easy for us to assume that an existing system such as
Medicare could accommodate the administrative burdens of adding the unem-
ployed individuals to Its rolls without affecting its principal function of assuring
financial protection to the nearly 24 million elderly and disabled who depend on
It to help pay their medical bills. I'm afraid that Just isn't so.

Coverage of the unemployed under this proposal would nearly double the size
of Medicare rolls. An individual record would have to be established not only for
each unemployed 'person, but for all their dependents as well. This would be
necessary to verify eligibility when claims for benefits-are filed and to record
utilization to determine deductibles and coinsurance. Assuming an 8 percent un-
employment rate, there would be approximately 10 million people (4.6 million
unemployed plus their dependents) who would have to be added immediately to
the system, a system which would have to be considerably enlarged to accommo-
date the new enrollees. This would be an extraordinarily difficult and expensive
task.

To illustrate the magnitude of this task, let me contrast the administrative
problem of the Supplemental Security Income Program to tfiat of the S. 496
program. S81 had to obtain information from State welfare files and conform the
information to the requirements of the SSA system. This effort involved informa-
tion on 2% million people, most of which was already In State files. In contrast,
S. 496 contemplates creating records for the 4.6 million unemployed persons plus
their dependents who would be Immediately eligible. As I suggested previously,
this would result In approximately 10 million enrollees for whom records would
have to be established. Most of the enrollment data required for these individuals
would not be in State files because it would not have been needed for purposes of
entitlement to Unemployment Compensation. Presumably, each of the unemployed
would have to be contacted to obtain necessary identifying information on him-
self and his dependents. This is not a task which can be performed simply or
quickly.

Once records are established, who would process all the new claims? The Social
Security offices are already severely strained in attempting to keep up with their
current workload. In addition to the 4.6 million unemployed who would have to
be enrolled immediately there would be up to 8 million more individuals who
would face some unemployment during the year. There are approximately 1,300
Social Security offices. The average workload per office would be over 3,500
claims Just to process the 4.6 million persons initially eligible. The ongoing annual
workload would average 6,000 claims per Social Security office to bring the newly
eligible unemployed on the rolls. Compare that with last year's new claims volume
figures for all Social Security benefits which totalled 8,100,000, or an average of
6,200 per Social Security office for the year I

There may be a number of different ways of establishing eligibility, but the
point is that some system of Identifying the eligible unemployed and their
families must be devised not only to bring people on the rolls but to take them off
when entitlement to unemployment compensation ends.

S. 496 also stipulates where dual health insurance coverage exists that the
private Insurer pay first. Since about 20 percent of the 4.6 million potentially
eligible under this proposal would have other Insurance, coordinating benefit-
would be necessary on a sizeable percentage of claims. According to the insurance
Industry, this process is a particularly difficult administrative burden. And it
would be exactly the reverse of the burden now imposed by the Medicare program.
Under current Medicare provisions, the Medicare benefit is primary, and any other
coverage secondary. This difference in paying Medicare claims, depending on
whether beneficiaries are conventional Medicare recipients or unemployed

persons, will be confusing for hospitals, Medicare intermediaries, and other
Insurers.

Another administrative problem arises from the fact that presently Medicare

pays virtually no benefits for such services as obstetric and pediatric care. Cover-

age of the unemployed would require higher degrees of sophistication In Medi-
care claims processing and cost accounting because types of care largely new to

the Medicare program would be covered. New and different questions related to

reasonable cost and medical necessity would have to be addressed by the Medicare

system which did not have to be considered before.
I should mention, Mr. Chairman, that problems of administration are equally

complex under S. 625. Here again, employment offices would have the responsi-
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bility of establishing eligibility to health insurance through entitlement to unem-
ployment compensation. Since S. 625 would extend the coverage the individual had
while working, a mechanism would have to be established to verify eligibility
through a previously existing health insurance contract and to pay premiums to
the appropriate carrier.

Thousands of employers and health and welfare trust funds across the country
would have to certify as to terminated employees' eligibility under a pre-existing
health plan. Many of these employers and trust funds will be unable, or unwilling,
to provide this certification, or will not understand the necessity of performing
this function. There would be tremendous administrative problems involved in
education and enforcement to ensure that these provisions are carried out. The
difficulty of the problem is compounded because some of the unemployed are
former employees of companies which are no longer in business. It would be very
difficult to establish prior eligibility under an employer health insurance plan
for these people.

And what of the State employment offices that must then pay the premium to
keep the health insurance in force? What is their administrative capability to
pay millions of dollars of premiums in varying amounts to thousands of health
and welfare trusts, employers, or carriers?

Mr. Chairman, the points I have made on cost, equity, and administration
represent my major concerns about the effects of S. 496 and other bills to pro-
vide health insurance for the unemployed. Specifically related to S. 496, I am
also concerned about the possible work disincentives which could be created
through the implementation of this bill. If the unemployed should have a single
package of benefits which in some instances would offer better protection than
they had while working, some may opt for unemployment compensation instead
of a job. I am not suggesting this would be an overriding problem, but especially
where there were health problems either for the worker or a family member,
health coverage through unemployment insurance may seem an attractive alter-
native to a job where no health insurance was offered.

I regret the necessity of being totally negative; however, it is just not feasible
nor affordable to provide health insurance for the unemployed in a manner
prescribed by S. 496 or S. 625.

Let me assure you, were it not for our present economic situation, this Ad-
ministration would strongly be urging enactment of national health insurance.
This year, fiscal constraint and energy development must be our priorities and,
as you know, the President has asked for a moratorium on new Federal spending
programs. For this year, therefore, we are delaying our initiatives on national
health insurance. Yet, I am strongly committed to the principles of national
health insurance embodied in CHIP, and we will introduce a bill along these
same lines next year. Only through a comprehensive, universal system of na-
tional health insurance can the health care needs of the unemployed be properly
addressed in a way that avoids the inequities and administrative problems I
have discussed today. This can best be done by building on the strengths of
existing systems of health care delivery and financing, and filling all the gaps
to provide needed health care protection for everyone.

CHIP would provide universal financial access for comprehensive health
insurance to all. These bills would provide limited coverage for just a few.

CHIP would have positive effects on the way health services are delivered by
the structuring of the benefit package. In some ways these bills would have
adverse effects by providing greater coverage for more expensive forms of health
care resulting in further imbalances in the delivery system.

CHIP would incorporate a variety of cost control features. These bills would
entail additional spending of uncontrolled funds.

CHIP would provide a mechanism for assuring quality and necessity of care.
These bills would have no such controls.

Mr. Chairman, CHIP was not conceived overnight. It was well thought out
and its features designed to provide a comprehensive pattern for health insur-
ance. Quick implementation of hurriedly conceived legislation can have long-
term adverse consequences, which I suggest would be the result of enacting
9. 496.

This concludes my prepared remarks, Mr. Chairman. My colleagues and I
would be pleased to answer any questions you and other Members of the Com-
mittee may have.
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HEALTH INSURANCE FOR THE UNEMPLOYED: COST ESTIMATES AND METHODOLOOY

Introduction
Two bills now pending before Congress would furnish health insurance to

persons receiving unemployment compensation. S. 496 would provide Part A
Medicare coverage. S. 825 would finance continuation of group health coverage
available from the former employer.

Federal costs estimated for these proposals are presented in Table 1. Costs
of variations on the Medicare coverage approach of S. 496 are also shown. These
estimates include an allowance for claims processing but do not include other
administrative costs associated with enrollment, management, and financial
control. This paper discusses the data and methodology underlying these
estimates.
TABLE I.-ESTIMATED FISCAL YEAR 1976 TOTAL HEALTH BENEFIT SUBSIDY COSTS FOR S. 496 (WITH VARIATIONS)

AND S. 625

"l billions]

Unemployment

8 percent 10 percent

S. 496:
PLA .................................................................... 81.26 $1.66
Pts. A and B ............................................................ 2.38 3.13
Pt. A plus In-hospital physkian coverage ....................................... 2.02 2.66

S.625 ......................................................................... 1.57 2.07

The estimates are the result of two distinct sub-tasks. The first entails esti-
mating the population to be covered by each proposal. The second entails esti-
mating for each proposal the average annual medical benefits. In the next section
the total average TJC population of persons receiving unemployment compensation
(referred to hereafter as the UC population) during FY 1976 (estimated by the
Department of Labor) is subdivided into family status categories (head of house-
hold, wife, etc.) which are further divided, as appropriate, according to employ-
inent status of spouse. This facilitates estimating the proportion of the UC popu-
lation who would receive subsidized benefits. The subsidized group is further
identified according to whether coverage is for the unemployed individual only
or for his entire family.

In the next following section the estimated average benefits for subsidized
families and individuals under each proposal are discussed. These average bene-
fits, when multiplied by the corresponding population levels, give the desired
cost totals.
Population anays8s

The average UC population level for fiscal year 1976, derived from Department
of Labor eAtimates of total number of UO benefit man-weeks, is shown in Table 2.
Levels are shown for an assumed average 8 percent and 10 percent gross unem-
ployment rate over the year.

TABLE 2.-AVERAGE POPULATION OF UNEMPLOYMENT COMPENSATION RECIPIENTS

Unemployment rate
8 percmt 10 percent

CompensaUtlon type:egular .................................................................... 3 500,0o0o 4, 70, Oo
Extended.................................................................. . 1,4 000 10, 000
Supplementary I ............................................................ 1,100000 1,300 000

Total .................................................................... 6,000,000 7, f00. 000

I Is mumed that supplementary unemployment asstance benets will be extended beyond the existing December
1975 xpiration date.

Source: Department of Lor etlmae.
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Table 3 presents the distribution of the UC population by family status. This
profile has been estimated from special DHEW tabulations from the Bureau of
the Census' Current Population Survey file. The tabulations select from all unem-
ployed persons those having characteristics of the UC population subset.1 These
data, describing experience of recent years, have been further adjusted to account
for the effects of current higher unemployment rates. In particular, the proper.
tion of male heads of households has been increased.

TABLE 3.-INSURED UNEMPLOYMENT BY FAMILY STATUS (ESTIMATE)

Unemployment rate

Family status Percent 8 percent 10 percent

Male heads of households .......................................... 42.0 2,500,000 3,300,000
With spouse working full time .................................. 11.3 700, 000 900, 000
Other ........................................... 30.6 1, 800,000 2, 400, 000

Wife of household head ............................................ 58.. 1, 100,000 5,400,000

With spouse working full time .................................. 11.3 700,000 900.000
Other ........................................................ 6.8 400,000 500,000

Female head of household ................................... 5.0 300, 000 400 000
Other relative of household head .................................... 23.9 5,400, 000 1,900:000

Under 20 years ............................................... 6.2 400,COO 500,000
Other ........................................................ 17.7 1,000,000 1,400,000

Other individuals .................................................. 11.1 700, 000 900,000

Total ...................................................... 100.0 6,000,000 7,900,000

Table 4 displays relevant population estimates for S. 496. The provision of
that bill that "dependent spouses" are not eligible for subsidized coverage is
interpreted to disqualify any UC (male or female) with a spouse working full-
time. The number of UCs disqualified on these grounds are shown in the "no
coverage" column. (Notice that the "total column of Table 4 Is identical to the
first column of Table 3.)

All other UCs are eligible to enroll for Medicare Part A coverage, but any
other available private health coverage Is made the primary payer. This will
apply to persons who have coverage still in force from their prior employment or
who have coverage under a parent's employer's plan. The column in Table 4
indicating "secondary" coverage includes this particular group.2 (Special cost
factors described later apply to UCs in flis category.) All others generate full
benefits for themselves or their family and are located accordingly in the "family"
and "individual" columns of Table 4.

Division of UCs into primary and secondary coverage is based on two data
sources. The distribution of group coverage extensions by duration of extension
is based on an analysis of sampled contracts covering firms of 26 or more em-
ployees undertaken by the Bureau of Labor Statistics. Over 70-75 percent of
persons becoming unemployed who had group coverage would lose that coverage
within 30 days of termination of employment.

1 The CPS does not identify UC beneficiaries as such. The only direct reference in the
CPS survey is the receipt of unemployment compensation at some time during the prior
yeaX.

' Contractual provision for post-layoff extensions of 1 rivate group coverage would tend
to diminish over time in the presence of subsidized coveraj, -



41

TABLE 4.-DISTRIBUTION OF THE UC POPULATION BY SUBSIDY CLASS, S. 496
Iw percent

Class of subsidized coverage

Total Family Inividual Secondary No coverage

Male had of household:
Spouse employed full time ................... 11.3 ................................ 11.3
Spouse not employed full time ............... 30.6 26.5 --........... 4. ............

Female head of household ........................ 5.0 4.3 ........... -. 7........
Wife of head:

Spouse employed full time ................... 11.3 ................................ 11.3
Spouse notemployed full time---- --,,--................ 6.8 5.8 ------------- ........

Other relative of haad of household:
Single, under 20 years-------------------6.2-------------32 5.0............
Other ..................................... 17.7 ............ 15.8 1.9 ............

Unrelated Indlvidual----------------------11.1-------------9.4 1.7............
Total .................................... 100.0 36.1 26.4 14.4 22.6

Number of Insurance units, 8 percent unemploy-
ment rate (millions) .......................... 6.0 2.2 1.6 .9 1.3

SRefars to persons with existing private coverage, either through coverage under parents' employer or with extended
coverage remaining In force.

Table 5 describes the distribution of extended coverage for the other-25-30
percent.

Table 5.-Befanetlon of private group health benefits by duration of eatenfson
Proportion of

worker. having
_ateasded bessfits

Duration: (per et)
t-month or more ---------------------------------------- 25-30
8 months or more --------------------------------------- 18-20
5 months or more ----------------------------------------------- 10

12 months or more ------------------------------------------ 5
This pattern must be Juxtaposed with the distribution of UCs by duration of

unemployment in order to assess the effect of extensions on qualification for sub-
sidized coverage. Roughly 15% of all UCs with prior coverage are estimated to
have some continued group coverage. It has been assumed that 90 percent of UCs
who are households head and 70 percent of the others had group coverage in their
former employment." Combining these percentages with the 15 percent factor
produces the divisions shown in the table.

The outcome of these manipulations is summarized on the bottom line of
Table 4. About 23 percent of all UCs, 1.3 million out of 6 million, generate no
subsidized coverage under S. 496, while 36.1 percent (2.2 million) are covered
with their families and 26.4 percent (1.6 million) are covered as individuals. The
remainder have some private coverage, with Medicare as the second payer.

Table 6 displays the allocation of UCs into subsidized coverage classes for
S. 625. Some 49.9% would not be eligible for benefits due to their having (or beifg
able to obtain) coverage through spouse or parent, having extended coverage still

4 These factors are based on data from a supplemental survey attached to the March
1972 Current Population Survey. Some upward adjustment has been made to account for
trend effects and other differences between the populations in question. See "Group Health
Insurance Coverage of Full-Time Employees, 1972," W. Kolodrubets, Sooial Reeritvy
Bulletsn, April 1974.
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in force, or having had no coverage in former employment. The same assumptions
discussed earlier apply: 90 percent of family heads and 70 percent of others
had coverage, and 15 percent of UCs that had coverage still have it in force.'

TABLE 6.--DISTRIBUTION OF UC POPULATION BY SUBSIDY CLASS, S. 62S

[in percent]

Class of subsidized coverap

Total Family Individual No coverage

me na Of nauseno:
Spouse employed full time .......................
Spouse not employed full time ....................

Female head of household ............................
Wife of head:

Spouse employed full time .......................
Spouse not employed full time ....................

Other relative of head of household:
Single, under 20 years ...........................
Other .........................................

Unrelated Individual .................................

11.3
30.6
5.0

1.0 ---- .---------
215 ..........
3.8 ..............

11.3 1.I ..............
6.8 5.2 ..............

6.2 ..............
17.7 ..............
11.1 ..............

0.5
10.5
6.6

Total ........................................

Number of Insurance units, 8-percent unemployment
rate (millions), ...................................

100.0 34.6

6.0 2.1

17.6 47.9

1.1 2.9

I Includes units with (a) coverage under spouse's or parent's group policy, (b) extended coverage remaining in force,
(3) no coverage at former place of employment.

Health benefits per famIly and per indvidual
S. 496 (overage Medioare Beneft.-Average benefits shown in Table 7 Were

computed, using standard actuarial methods, by the Social Security Administra-
tion Office of the Actuary. Independent estimates made by the SSA National
Health Insurance Modeling Group were in close agreement.

TABLE 7.-AVERAGE MEDICARE BENEFITS FOR UC POPULATION, FISCAL YEAR 1976

Primary coverage ..... .ry coverage
Family Single Family Single

S. 496 coverage:
Pt. A of medicare a .------------------------ 460 $160
Phs.A andB I--...............................30 275 270 --- 100- W
Pt. A plus In-hospital physician coverage ........... 705 235 235 70

t Includes an allowance for claims processing by Intermediary: 6 percent of benefits for pt. A, 15 percent of benefits
for t. B and In-hospital physician coverage.

I Vt B cost sharing Is assumed for inpateont physician coverage.

"Secondary" benefits apply to those cases in which private coverage is in
force (and is therefore the primary payer under the provision of S. 496) but
does not provide as much coverage as Medicare. The amounts shown ip Table
7 were based on a comparison of the mean value of Medicare benefits given In the
table with a distribution of private group plans by total premium.5 The method
followed was to convert the 1970 data to a corresponding 1975-1976

' As an example of how these assumptions produce the 'allocation given in Table 6,
consider the male head of household group. Coverage is assumed to be available through
his spouse in 90 percent of the cases where the spouse is employed full time, thus the
division of the 11.3 percent into 1.0 percent and 10.3 percent. If the spouse is not em-
ployed full-time, the family will viot receive subsidized coverage If the UC himself either
had no coverage (10 percent probability) or had coverage and still has It In force (90
percent t!mes 15 percent). This Implies that among the 30.6 percent of all UCs in the
category, 7.2 percent (.10 plus the product .9 times .85, all multipliedf times 30.6 percent)
are not subsidized. The rest are subsidized together with their families, and are thus found
in the family column of Table 6.

5This distribution was developed by B. Mitchell of the Rand Corp. using data from a
1970 survey conducted by the Center for Health Administration Studies and the National
Opinion Research Center (CHAS-NORC) of the University of Chicago.

10.3
7.2
1.2

10.2
1.6
5.7
7.2
4.5
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distribution, and then to calculate the mean difference between the Medicare
premium and all private premiums (adjusted to account for their inclusion of
coverage not included in Medicare) of amount less than the Medicare benefit.

Private group overage.-Premlum amounts per family or individual insurance
unit used for estimating 8. 625 costs as shown in Table 8, are based on data from
the same 1970 survey by-the Center for Health Administration Studies and the
National Opinion Research Center of the University of Chicago referred to above.
Premiums have been adjusted upward to reflect the increase of medical service
prices during the 1970-1975 period.

Table 8.-Average Group Health Insurance Prem/tum for Full.ime
Workers, fiscal year 1976Coverage: -T otol prem ,

Family ------------------------------------------------ $595
Single ------------------------------------------------- 20

The CHAIRMAN. Now, is Representative James Corman of California
in the room ? Is he hereI

I will call Representative James Corman.
We are pleased to have you, Mr. Corman. We will be pleased to have

your statement.

STATEMENT OF HON. JAMES C. CORMAN, A REPRESENTATIVE IN
CONGRESS FROM THR 21ST CONGRESSIONAL DISTRICT OF THE

-STATE OF CALIPORNIA

Mr. ComLnA. Thank you, Mr. Chairman.
If it is permissible, Mr. Chairman, I would like to submit my written

statement for the record and just very briefly mention some additional
points and respond to questions if there are any.

What we are looking for in these hearings is the most equitable and
workable way of providing some protection against the cost of illness
for laid-off workers during periods of unemployment. There are lots
of other health care problems, as the chairman well knows. But the
plight of the unemployed is an immediate problem, and one for which

think we can put in place a program that will take care of their needs
on an emergency basis. This will give us some time to address the basic
problems that exist in our health system.

The two major approaches to this immediate problem are S. 496,
introduced by Senator Bensten, which I have coauthored in the House,
and S. 625, introduced by Senator Kennedy and coauthored in the
House by Mr. Fraser.

Hopefully, this committee and Ways and Means will be able to
agree on legislation that will meet the needs of the unemployed.

An issue that we need to pay particular attention to is which of the
approaches will present the fewest administrative problems, or which
can be put in place most rapidly. I suggest when we look at this par-
ticular problem that S. 496 would be easier to implement than S. 625.

The principal authors of both proposals concede that, because of
limitations in coverage, both proposals need to be expanded. The
Bentsen/Corinan bill covers only medicare, part A. I would hope that
the two committees might adA medicare, part B, in part because
physicians' services will be needed by a great number of people and,

cause if physician's services are left out there is likely to be some
overutilization of hospital coverage.
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Those who advocate the Kennedy-Fraser approach have suggested
that we might cover under medicaid the approximately 20 percent of
the unemployed who do not have in-place hospital coverage at the
time they become unemployed.

If we look at the administration of the Kennedy-Fraser proposal,
it means that some entity of Government would have to deal with some
400 insurance companies with an unlimited, or at least an unascer-
tained, number of different health policies.

It seems to me there are four steps in the administration of any pro-
gram. We have to identify the beneficiaries first. Second, we have to
identify what benefits they get; and third, we have to ascertain that
some benefit or health care was delivered to them; and last, that some
specified amount is paid for that care

The task of identifying the beneficiaries, it seems to me, would be
relatively simple if it is to be coupled with their drawing unemploy-
ment compensation.

In identifying benefits, if we rely on the medicare approach, we
know, and most of the-people in the health care field know, precisely
what benefits or medical services are covered.

If we go the Kennedy-Fraser route, further steps will include
ascertaining whether there was private coverage. If there was, with
what company; what were the benefits under the policy; and, very
importantly, was the company willing to continue those benefits at
some agreed-to preniium, that agreement being between the Federal
Government and the insurance company. All of these additional steps,
it seems to me, lead to tremendous administrative problems.

The problem of whether or not a benefit has been delivered is rela-
tively simple, and certainly would have to be ascertained under either
program.

The last item of who gets paid, and how-much, would vary substan-
tially under the private insurance approach. And, of course, if the
committee adopts the backup of medicaid for those who do not have
coverage. we have at least 50 separate entities to deal with to ascertain
what the benefits mipht be. They are very good in some States and
very modest in others.

On grounds of equity and administrative feasibility, I would hope
that this committee would look favorably on S. 496, and that we might
expeditiously report out a bill in both' bodies which would provide
medicare protection for the unemployed while they draw- unemploy-
ment compensation.

The CHAIRMAN. Thank you very much for your statement, Mr.
Corman. Your entire, statement will be printed as you presented it to
us in addition to your summary.

Mr. CORMA.N. Thank vou, sir.
The CHAIRMAN. Thank you for appearing before us today.
[The prepared statement of Representative Corman follows:]

PREPARED STATEMENT OF .JAME8 C. CORMAN,A REPRESENTATIVE IN CO¢: AEAS FROM
THE STATE OF CALIFORNIA

SUMMARY

(1) Current economic conditions--inflation and recession-have ampifleM the
inadequacies in the existing methods of receiviiig and paying for health care,
and require us to accelerate the process that will lead to enactment of a compre-
hensive National Health Insurance program.
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(2) An emergency, stopgap measure is needed to assist laid-off workers who

have lost their private hospital Insurance coverage. This must be done as equita-
bly as possible and with a minimum amount of administrative cost and
complication.

(8) The Medicare approach contained In similar bills introduced by Senator
Benten in the Senate and Congressman Corman In the House, appears to be
the easiest and fairest way to deal with the emergency problem of assisting the
unemployed obtain needed health care.

(4) This approach, as presently contained In S. 496 and H.R. 8208, would
entitle an individual receiving weekly benefits-under a Federal or state unem-
ployment compensation plan-and his dependents-to the same hospital insur-
ance coverage provided under Part A of the Medicare program. Benefits under
the program would be paid out on a retroactive basis. The eligible unemployed
would not pre-enroll.

(5) As drafted, these proposals cover only hospital services and do not Include
the unemployed who are ineligible for or have exhausted Unemployment Com-
pensation benefits. Expansion of this approach-in terms of benefits and cover-
age-should be examined by the relevant committees.

STATEMENT

Mr. Chairman, I appreciate the opportunity of testifying before your Com-
mittee on the critical matter of assisting the unemployed to meet their health
needs,

Current economic conditions--inflation and recession-have amplified the in-
adequacies in the existing methods of receiving and paying for health care.
'The need for a comprehensive and universal National Health Insurance program
has never been more apparent.

Rising medical prices are making it increasingly difficult for families to afford
needed health care.

In the coming months, millions of laid-off workers will lose the private health
insurance coverage that is contingent upon their employment. Most of them
will b joining the 40 million Americans who have never been able to obtain
or afford private health insurance. Laid-off workers who had no insurance will
lose their ability to pay for health needs when they lose their job.

When a worker is laid-off, he is not forced to withdraw his children from
public school. He does not forego police protection or give up his basic civil
rights. And, he and his family should not be forced to go without needed health
care.

Access to medical care should not be contingent upon income, location and
employment status as it is under present arrangements. A program assuring all
families equal access to comprehensive and catastrophic health needs Is long
overdue.

Because we do not have National Health Insurance, and because It will take
two to four years to begin operating a comprehensive health system once It
becomes law, some emergency, Interim health measures are necessary. These
measures are not a substitute for National Health Insurance. In fact, the con-
ditions that necessitate these stopgap measures require us to accelerate the
process that will lead to enactment of comprehensive National Health Insurance
legislation.

I am pleased to have joined with a distinguished Member of the Finance Com-
mittee, Senator Bentsen of Texas, in introducing a proposal (S. 496/H.R. 8208)
that will assist laid-off workers who have lost their private hospital insurance
coverage. The objectives of this bill are to provide a feasible and fair way to help
the unemployed meet their major medical expenses, with the least amount of
administrative cost and complication.

As presently drafted, this bill would provide that, upon hospitalization, an
individual without private insurance coverage, who is entitled to weekly benefits
under a Federal or State unemployment compensation plan, would be eligible for
the same hospital insurance coverage provided under Part A of the Medicare
program. A dependent spouse and dependent children would also be entitled to
this hospital coverage.

The deductibles, co-payments and limitations that are contained In Medicare
would apply to the covered unemployed and their families. The Secretary of HEW,
however, would be authorized to waive cost-sharing provisions and limitations,
particularly for childbirth and treatment of children.

4g-891 0 - 75 - 4
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General revenue funds would be appropriated to the Federal Hospital Insurance
Trust fund in the amount necessary to cover benefits paid out and administrative
expenses incurred under this program.

Benefits under the program would be paid out on a retroactive basis. The eli-
gible unemployed would not pre-enroll. Only if they or a member of their family
enter a hospital would they have any contact with the program. It would be up
to the hospital to determine: first, that the family does not have adequate private
insurance coverage; and second that a member of the family is receiving Unem-
ployment Compensation benefits. The hospital would then treat the charges as it
does bills of other patients payable under Medicare.

This legislation obviously is not the perfect solution to the problem. The only
equitable and adequate solution would be a universal National Health Insurance
Program. As an emergency, stopgap measure, however, I believe the Medicare ap-
proach contained in the Bentsen/Corman Proposal is superior to the alternative
suggested In Senators Kennedy and Javits' bill (S. 625), under which the govern-
ment would pay the premiums on pre-existing health insurance contracts.

In order to implement and operate the program outlined in S. 625 (the Ken-
nedy/Javits Proposal), we would have to establish a new office within the De-
partment of Labor. This office, or state Unemployment Insurance offices working
under DOL authority, would have to reach individual agreements With the 300
to 400 insurance companies and all of the employers and employees that would be
involved, and then negotiate any premium increases requested by insurance com-
panies after they have experience rated the temporarily unemployed that they
cover.

In their testimony before the Ways and Means Health Subcommittee, Blue
Cross and Blue Shield said they would want to be able to adjust premiums paid
by the government according to the benefit expense of those eligible through unem-
ployment, and that the government should be prepared to meet premium increases.
Also, if there are changes in the benefits or premiums for the working employees
in a company,-i assume these same adjustments would have to be made in the
insurance contract for the temporarily unemployed who would be eligible were
they at work.

There are severe inequities in the approach contained in the Kennedy/Javits
bill. It would be inequitable to those who do not have health insurance contracts
to continue and to those who have insurance contracts that provide limited cover-
age. In other words, we would be using general revenues to finance comprehensive
and complete existing health insurance benefits for some and totally inadequate
health benefits for others. The self-employed, and laid-off workers whose employer
or insurance company refused to participate, would not receive benefits.

Furthermore, under this approach the Federal government will be paying from
$1 billion to $2 billion to hundreds of private insurance companies with virtually
no monitor or control authority or mechanisms.

There are administrative problems and deficiencies in the proposal submitted
by Senator Bentsen and myself. I was aware of some when the bill was Intro-
duced, and have been informed of others during recent hearings. The hearings
before the Health Subcommittee of Way and Means, however, have generally
reconfirmed by initial judgment that the medicare approach is more equitable
and workable than the Kennedy/Javits alternative.

I do have several specific concerns about the Bentsen/Corman proposal that I
hope this Committee as well as Way and Means will consider in its deliberations.
First, I want to be assured that the program we enact can begin operating within
a reasonably short period of time and that administrative procedures are as
streamlined and simplified as possible.

I am concerned that neither of the two major approaches would cover the
unemployed who are not eligible for Ulnemployment Compensation, either because
they work in uncovered occupations or have exhausted their benefits. We should
consider expanding coverage to these individuals.

The Rentsen/Corman Proposal, as drafted, covers only hospitalization. We
should examine the feasibility of adding physician services as under Part B
of Medicare.

Also, this legislation maintains the Medicare deIductibles and copayments.
Consideration should be given to waivers of the deductibles and other limitations
under certain conditions, such as childbirth and treatment of children. On
February 6, 1 introduced a bill, H.R. 2988, along with another distinguished
member of this Committee, Senator Ribicoff, that would freeze at their 1974
levels the deductibles and copayments patients have to pay under Part A (hos-
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pital coverage) of the Medicare program. I hope this bill freezing Medicare cost-
sharing provisions will be considered In conjunction with legislation to assist
the unemployed.

I am pleased that the House and Senate are giving immediate attention to the
problems of the unemployed in obtaining needed medical care, and hope that
an adequate solution will be found.

Whatever we do on an emergency and interim basis, however, must not deflect
nor detract from the process leading to enactment of a National Health Insurance
program.

Thank you gain for allowing me to appear before this Committee and express
by views on this critical matter.

The CHAIRMAN. Next, I will call Mr. Leonard Woodcock, president
of the United Automobile Workers International Union.

Mr. Woodcock, we are very happy to have you with us today. I hope
we will have a better representation on the committee as you proceed.
They are voting in the Senate right now, as you know.

Mr. WooDcocK. I understand the problems, Mr. Chairman.
The CHAIRMAN. As a matter of fact, I am going to miss the vote to

hear you, so I hope you can explain my absence from the vote to some
of my constituents.

STATEMENT OF LEONARD WOODCOCK, PRESIDENT, INTERNATION-
AL UNION, UNITED AUTOMOBILE, AEROSPACE AND AGRICUL-
TURAL IMPLEMENT WORKERS OF AMERICA, UAW, ACCOMPANIED
BY MELVIN GLASSER, DIRECTOR OF UAW SOCIAL SECURITY
DEPARTMENT

Mr. WooxocK. I have with me Mr. Melvin Glasser, who is director
of our Social Security Department, who, for our questions, is more
qualified than I to meet their technical aspects.

If I may, I would like to have the full statement printed in the
record and simply excerpt from it.

The CHAIRMAN. That will be done.
Mr. WOODCOCK. Mr. Chairman, it is frequently asserted that Ameri-

can workers are probably the highest paid in the world. But they are
also the most insecure. When their often tenuous hold on jobs is brok-
en, they often lose not only their income, but they have the specter
of illness and injury hanging over them without health insurance
coverage.

Now, while the membership of the UAW in the automobile, and
agricultural implement industries have the benefit of negotiated plans
to supply supplemental unemployment benefits, a substantial portion
of our UAW members, aiid of course millions

The CHAIRMAN. If I might just ask you to suspend your testimony
for a moment, I would like to' advise the Secretary of Health, Educa-
tion, and Welfare that Mr. Bentsen cannot return at this time. He is
tied up on the floor. So we will excuse you, Mr. Secretary, and I will
ask Senator Bentsen to submit any additional questions-he has in writ-
ing to you. -.

Secretary WzEJNRozR. Fine. Thank you, Mr. Chairman. We will be
glad to answer them.

[The following questions were submitted by Senator Bentsen, with
answers supplied by the Department of Health, Education, and
Welfare:]
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Question 1. Can you detail for the Committee some of the administrative prob-
lems we would face if the Committee added Medicare Part B to the benefit pack-
age now in S. 496?

Answer. Most of the administrative problems relating to S. 496, with or with-
out Medicare Part B, are generic to the use of the Medicare system to provide
coverage for the unemployed. As I mentioned in my testimony, these include:

(1) the application process necessary to record and establish eligibility;
(2) the process necessary to have some certification of eligibility generated

by employment offices; and
(3) the systems requirements of maintaining health care utilization to

determine the status of deductibles and co-insurance. -
The problems associated with these activities relate to the numbers of peoj 'e

involved. At an unemployment rate of 8%, approximately 10 million people
would be added to the system and in any given month over two million people
would be going on and coming off the eligibility rolls.

Adding Part B would create additional difficulties, principally in two areas:
(1) Part B claims handling and associated carrier administrative prob-

lems; and
(2) handling the premium collections associated with Part B eligibility.

Part B Olaime Handling
Assuming an average 8% unemployment rate during the life of the bill, there

would be approximately 10 million people eligible at any given point in time.
Added to the current Medicare rolls of 23.2 million, this represents an increase of
some 43%.

Currently, about 80 million claims are processed under the Part-B program.
If the proportion of claims to beneficiaries were the same for the unemployed
and their families as for the present beneficiary population, this could rise to
almost 115 million claims a year.

To handle such a staggering increase in claims workload, the Part B carriers
who are currently under contract with the Social Security Administration to pay
Medicare claims would have to increase their present staffs totaling 16,300 em-
ployees to-over 23,000. Training and equipping such a sizeable increase In the
work force would be a tremendous administrative task. Delays in paying claims
would develop not only for the newly covered unemployed group but also for the
present aged population because of the inability of the carriers to recruit and
train staff, expand office space, obtain supplies and handle other logistical prob-
lems before the workload descended upon them.

Under S. 496, Medicare would pay only after any private insurers had pald.
Under the present program, providers, private insurers, and Medicare inter-
imediarles are working under the opposite concept-that Medicare pays first.
Expanding S. 496 to Include Part Bi means that physicians' offices and billing
services will be added to those who need to adjust their procedures to accommo-
date this concept. At the time a Medicare claim is processed, the intermediary or
carrier will need to know how much the other parties have paid. This means
either (1) the Medicare intermediary or carrier must contact any other third
parties or (2) the provider or Individual submtting the Medicare claim must
certify that all third-party claims have been submitted and specify the amount
paid. Adding Part B would increase the number of cases subject to this special
handling; It also enlarges the number of organizations using these special proce-
dures by including the 47 Part B carriers and virtually all physicians' offices and
billing services.
Part B Premium

If Medicare Part B were added to-the benefit package, the Committee would
need to decide whether the benefits for the unemployed would be financed by
premiums paid by the unemployed and matched by the Government from general
revenues which is the method of financing the Medicare program today. If the
unemployed are not required to pay prenfmins, there would be an inequity
between that group and the aged and disabled who presently pay premiums. On
the other hand, if premium collections are made from the unemployed, they
would have to be made either by deducting premiums from unemployment checks
or by mailing monthly bills to the unemployed individual. Under either arrange-
ment, the premium collection operation would present almost insurmountable

-administrative problems.
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Question 2. In your testimony, you indicated that the present health delivery
system could take care of the problems of the growing numbers of unemployed.
The American Hospital Association, however, said that hospitals over the last
several years have experienced a decreased operating margin of revenue over
expenses of from 2.2 percent in 1971 to 0.8 percent in 1973. Moreover, 63%
of community hospitals had a negative operating margin or, in fact, an operating
loss. Is it realistic to say that the hospitals can take on now an even greater
burden of charity or bad debts without substantially increasing charges to
paying patients?

Answer. My statements in the testimony relating to this isue were in response
to Senator Hartke's comments about the plight of the unemployed in Indiana
and the fact that they were beating on the windows of the State Legislative
Hall to demonstrate their feelings. I suggested that they were not beating on
the windows to have their doctor and hospital bills paid, but to get their Jobs
back or, absent that, to have more unemployment compensation for longer
periods during their unemployment.

I am not suggesting that all health care services for the unemployed be
rendered free of charge. What I am suggesting is that consideration should
be given to a person's ability to pay, and inability to pay should not and would
not be an impediment to providing needed health care services. Hospitals, physi-
cians, and other providers of health care have traditionally provided health
care to those in need of their services.

Certainly it is not an ideal situation when people with those needs do not
have the ability to pay. That is the reason we have suggested and promoted
national health insurance. However, a categorical, in kind program of covering
hospital expenses for the unemployed particularly considering our current eco-
nomic problem is not an appropriate response.

Question 8. You also mention in your testimony that unemployment compensa-
tion can take on some of the burdens of medical expense. If the average unem-
ployment compensation check is $68 a week and most family insurance policies
cost approximately $.50 a month, is it realistic to assume that unemployed
workers will opt to continue health insurance coverage after their group policies
expire?

Answer. I expect that some unemployed will drop health insurance coverage,
particularly if their monthly premium for health insurance should constitute
'15%-20% of their Income. I have no illusions that the unemployed will be as
well off and able to afford all the necessities and niceties of life that were
available while they were employed. The question is, to what extent should
the Federal government pick up payment for unemployed persons simply
because they are unemployed.

To many of the unemployed maintaining car payments or mortgage payments
may be considered more important than continuing health insurance coverage.
Should the Federal government determine what is most important and provide
added subsidy only for that? The individual is in the best position to determine
what his greatest needs are and how best to address those needs within the
constraints of reduced income through unemployment.

Mr. WOODCOCK. As I was saying, while many of our members do
have supplemental unemployment benefit plans and with those plans
health protection, there are many members of the UAW who do not,
and of course millions of other workers who do not have such
protection.

ln addition, the SUB plans are now being rapidly depleted. The
Chrysler salaried worker SUB fund is expected to run dry in 2
weeks. The Chrysler hourly worker SUB fund will run out in the first
week of April, and the Geheral Motors hourly worker SUB fund will
run out in May.

There are 127,000 General Motors workers on indefinite layoff, and
27,500 on temporary layoff. Twenty-six thousand of those on indefinite
layoff did not work long enough to become eligible for SUB, and
therefore have never been eligible for continuation of health benefits.
An additional 7,000 General Motors workers have already exhausted
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their SUB eligibility and therefore are not receiving extension of
health benefits from the General Motors Corp.

A study released last week by the Department of Labor shows that
even for the minority of unemployed workers whose health insurance
coverage continues into their unemployment, such coverage has ceased
within the first 8 months.

Two-fifths of laid off workers who had health benefits while working
may expect these benefits to continue at least 1 month. But three-
fifths continue benefits only until the end of the month in which the
layoff occurred.

And in those plans where employees contribute to the monthly
premiums, 78 percent have no continuation of benefits after layoff.

Faced with a huge medical bill, the only recourse an unemployed
worker with -no health insurance has, other than spending his life-
time's limited savings, is to rely on whatever protection State medicaid
programs may provide. And that, of course, requires impoverishment
and a needs test fore it can be implemented.

I might say, Mr. Chairman, that other modern nations have long
solved the problem of emergency health benefits for the unemployedby establishing national programs of health insurance or health serv-
ice. The Canadian worker, for example, has his basic health care needs
met-with no direct cost, or a minimal cost, whether employed or unem-
ployed. In Ontario, for example, a worker has prepaid coverage for the
first 3 months of layoff, and then pays, starting with the fourth month,
$22 a month for continued family coverage.

With regard to S. 496, we agree Senator Bentsen has introduced
a bill which, of course, provides medicare part A tied to hospital
insurance, and also with the qualifier being the receipt of unemploy-
ment insurance.

We also agree that as far as the part A portion is concerned it is
the most easily administered of the plans now under consideration.

However, I'would like to say if part B is introduced, then that ease
of administration ceases to exist with regard to the medical coverage.
This bill, however, is a positive response to a crisis situation. The
Bentsen bill would primarily assist on y workers who are hospitalized,
as it now stands, and would not cover the $92 for the first day of care,
or the required $23 per day co-pay during the 61st to 90t a of
hospitalization.

Now, very frankly, Mr. Chairman, at this juncture we are sup-
porting S. 625. This emergency action requires a program which is
simple, and easily and quickly administered. Accordingly the program
must use mechanisms already in place, inadequate, I admit, as theymat be.7a would provide for continuation of a worker's private health

insurance coverage which was lost when his employment was termi-
nated. The Federal Government would pay the premiums involved
from general revenues, either to the private carrier or to the worker's
last employer. Eligibility would be determined simply by the worker's
being in receipt of unemployment insurance, rather than by a hospital
or doctor at the point of service.

S. 625 has the great advantage in that it can be promptly imple-
mented with much less difficulty than the other proposals.
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S. 625 is obviously the best for our membership so long as they are
unemployed because it does not lower their health benefits.

However, Mr. Chairman, I would like to emphasize the majority of
our unemployed members would receive proportionately fewer ad-
vantages from S. 625 than would workers outside the UAW. Our
members who are laid off from Ford, from American Motors, and the
major agricultural implement companies, John Deere, Caterpillar
International, and Harvester, where the SUB funds continue to be in
sound fiscal condition, would not receive benefits under S. 625. They
would be eligible for employer-paid continuation of health insurance
coverages.

Furthermore, even at General Motors and Chrysler, under another
contractual provision negotiated in 1973, UAW members laid off after
October 1 of this year would receive continuation of coverage related
to seniority rather than their eligibility under the SUB plan. This
means, then, that the continuation after October 1 of health insurance
coverage in those two big companies will no longer be dependent upon
the solvency of the SUB fund, but instead related to length of service.

Our support of S. 625 therefore is based in part on the recognition
that a portion of our unemployed members would be helped by it. We
support the bill because by and large the unemployed who are not
UAW members need it more than our people do.

I would like to say, Mr. Chairman, we draw attention to two tech-
nical amendments which we think would strengthen S. 625. Now
obviousl the most serious defect in S. 625 and in S. 496 is that they
ignore te health needs of Americans who have never had employer-
related health insurance. To assist these persons, we propose the use of
State medicaid programs as an amendment to S. 625, but with three
important changes. No. 1, the removal of all current eligibility condi-
tions in State medicaid programs for these workers, including eligi-
bility requirements for categorical aid and asset and income tets.

No. 2, medicaid entitlements would be based solely on proof of
receipt of unemployment insurance. Now that would not obviously go
to the full category, but would take a sizable number of them.

No. 3, Federal general revenue financing of benefits and of State
administrative costs.

This special and temporary medicaid benefits program should be
funded entirely by the Federal Government, because the industrial
States which are being hardest hit by unemployment are also being hit
the hardest by reduce d tax revenues.

I would say, Mr. Chairman, that those who suggest the Federal
Government ignore the problem of continuing health insurance for the
unemployed are wide of the mark, because neither the unemployed nor
the problem will go away. Many hospitals and clinics may be driven
into bankruptcy as they are swamped with members of unemployed
workers' families with genuine medical emergencies for which there is
no choice but to provide care.

Now, others suggest the Federal Government cannot afford the large
costs involved in this 1-year proposal, and are saying that there should
be a mandate to the employers to pay for the continuing coverage. This
approach is both impractical and unrealistic. But by and large, the
employer whose business is in such bad shape as to require large and
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substantial layoffs is hardly in an economic position to assume sub-
stantial new and unanticipated costs of health care coverage for the
unemployed.

Mr. Chairman, we draw attention with regard to catastrophic cov-
erage, as to what, in fact, can be catastrophic with regard to the bulk
of working people.

I would hope, Mr. Chairman, that this Congress would go on with
the job of fashioning a decent comprehensive national health insur-
ance program because, in fact, had we one today, this problem would
not be before us.

Senator PACKWOOD [presiding]. Mr. Woodcock, let me congratulate
you on the kind of coverage that the automobile workers have. I think
it is one of the best health insurance plans that I have seen. It would
go a long way towards solving some of the problems of the employed
in this country, if the Government simply mandated your level of
coverage and employer financing for all workers, with a carryover
of coverage during unemployment.

Let me understand how the benefits would be provided, under
either the Bentsen bill or the Kennedy bill. We are talking about, in
both cases, reimbursing a carrier to continue or provide benefits. Is
that right?

Mr. WOODCOCK. In the case of S. 625 we are reimbursing the carriers
through the employer or directly.

Senator PACKWOOD. Right. Now who is the carrier for your benefits?
Mr. WooDcocK. Well, with regard to the bulk of the companies, it

could be either the Blues or sometimes commercials; in the same com-
pany sometimes both, depending on the area or the State.

Senator PACKWOOD. It is pretty much a local option as to which
carrier is chosen? Are all programs privately carried, either by com-
mercials or by the Blues?

Mr. WOODCOCK. They are all privately carried, except where the in-
dividual exercises the option to go into a prepaid group plan.

Senator PACKWOOD. Are you satisfied with their degree of efficiency?
With their payout ratios?

Mr. WOODCOCK. Well, given the continuance of the present circum-
stance and system, we are relatively satisfied. Certainly it is far from
perfect, and we have grievance procedures to try and handle the in-
evitable problems that come up.

Now, with regard to the payout, as far as the operation of the system
is concerned, obviously that is subject to abuses, cost overruns which
we think S. 3 would remedy over time.

Senator PACKWOOD. What is the Blues payout ratio in Michigan,
in terms of premium dollar in and claims payment out?

Mr. WooDcocK. Dr. Glasser can answer that question.
Mr. GLASSER. If I could clarify that, Senator. Do you mean what

percent is paid in claim as against premiums?
Is that the question?
Senator PACKWOOD. Yes.
Mr. GLASSER. In the Blues, nationally it runs rougyhl 92 percent, 93

percent; for the commercials, the last numbers ran in the neighbor-
hood of 20 percent for all-this is not for UAW, these are national
figures-roughly 20 percent. We would estimate that if you took the
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weighted averages of the Blues and the commercials, they run slightly
under 14 percenL-

Senator PACKWOOD. Wait a minute. Runs under 14 percent?
Mr. GLASSER. I am not apparently being clear enough. The figure

of under 14 percent represents administration, profits, retentions, or,
if you would like to reverse it, slightly over 86 percent is paid to pro-
viders for claims that are made for every dollar.

Senator PACKWOOD. And in the Blues you said around 90 percent?
Mr. GLASSER. In the Blues it is different. It is less for Blue Cross.

It is in the 5 percent or 6 percent area. It is in the 8 percent, 9 percent
area for Blue Shield.

Senator PACKWOOD. Because Blue Shield is paying doctor bills, by
and large, and they are smaller claims and, therefore with higher
per claim administrative cost ratios.

Mr. GLASSER. Yes.
Senator PACKWOOD. But Blue Cross has as good or a slightly better

payment record than medicare in terms of premium dollar in and
claims paid out?

Mr. GLASSER. I do not believe so. I do not have the figures precisely
in hand. I think the medicare figures are slightly better; but you see
there is a defect in this line of reasoning because medicare is depend-
ent on Blue Shield and the commercial carriers, in fact, for paying
the claims. So, when you say that medicare's record is slightly better
or slightly worse, you are not really saying much because they are
using the private carriers as their intermediaries.

Senator PACKWOOD. I just want to make sure if one of these bills
passes that you do not feel that we are not wasting our money by
paying it out to carriers where their overhead is so great that we are
not getting our dollar's worth, or that we are paying for a lot of over-
head and profit, and it is not getting out to where you want it to go.

You are not worried about that risk? Or, at least under the circum-
stances, you feel that is a risk we should take?

Mr. GLASSER. We believe that we are paying too much out to the
private carriers. Yes, we do, sir. We believe that the program as out-
lined in S. 625 as we have endorsed it, unfortunately has to use the
mechanism. And we believe we have no choice for a year. We think
it would be unfortunate if it would be locked in.

Senator PACKWOOD. So, you are saying for the moment we are kind
of stuck, good or bad, whether rates are reasonable or unreasonable.
The Government will simply pay them, and if the program goes on
for longer than a year. we will start to look into it. It is the only
available mechanism now.

Mr. Woodcock, bringing it back now to the automobile workers,
so I understand, what are your unemployment benefits now? You have
your supplemental plan and your State benefits. Take Michigan. I
realize you have people all over, but take Michigan. What are your
unemployment benefits for your laid-off worker-forgetting the srnv-
plemental plan-the State benefits for a moment?

Mr. WOODCOCK. If the worker is entitled to supplemental unemploy-
ment benefit payment, then regardless of the State he is brought up
to 95 percent of his net: that is after-tax take-home pay minus $7.50
per week; plus the fact that as long as he is so entitled at the present
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time the company, whichever it may be, is paying out of its corporate
treasury the premiums for his health care coverage.

Senator PACKWOOD. Now, how long do those benefits last ? Does
it depend upon seniority I

Mr. WOODCOCK. First of all, you must have a year of seniority at
point of layoff for any entitlement. Such an entitlement would then
be up to 6 months. Two years' seniority at the point of layoff, the-pro-
tection would be up to 1 year, and the maximum is 1 year. As the funds
begin to be drawn down, as they have been in this present crisis, then
as they come down you surrender one credit-unit to collect a week of
benefits. But as the fund drops at certain trigger points it takes more
than one credit-unit to get 1 week of benefits. The benefit amount does
not drop. The length of time for which you can get it drops.

Senator PACKWOOD. I will tell you what my worry is. I go home to
Oregon and this bill has been passed. I have relatively few auto
workers in Oregon, but many lumber and sawmill workers. They
will say, "We are working and we are making less than the automobile
workers' unemployment benefits, and they are getting their medical
benefits paid in addition. That is not fair." I am not quite sure how
to answer that question.

Mr. WOODCOCK. Well, in the statement, Mr. Chairman, first of all,
with regard to Ford, American Motors, and the three big companies
in the agricultural implement section of our union, the SUB funds
are in sound fiscal condition. They will get no benefit from S. 625 or
S. 496. With regard to General Motors and Chrysler-

Senator PACKWOOD. Say that again. They will not get any of these
insurance benefits?

Mr. WOODCOCK. They will not get any of these medicals.
Senator PACKWOOD. Why is that? Where is there any provision in

the bill that stops it?
Mr. WooDcoCK. There is nothing in the bill, but in our private con-

tracts with these companies they are still eligible, because the SUB
funds are continuing.; and as long as they continue, the company pays
for their health premiums.

Senator PACKWOOD. So there is eligibility only when the SUB
funds have run out and you are down to just State unemployment
compensation, or do they run out at the same time ?

Mr. WooDcocK. No, no. The SUB funds can run out irrespective
of State compensation.

Senator PACKWOOD. I see.
Mr. WOODCOCK. Now, with regard to General Motors and Chrysler,

the Chrysler fund will run out if things continue as they are, early
in April. The General Motors fund will run out early in May. So,
they could potentially get the benefit of these bills. -

However, even in those two companies, our contract provides that
as of October 1 of this year, entitlement to health protection is based
upon length of service and not upon receipt of SUB. So, even in
those circumstances it would run only until the first of October.

Senator PACKWOOD. In your statement you have indicated that those
who are not on unemployment compensation should have health
benefits extended to them and paid for by the Government. At what
level should these benefits be provided-at the State medicaid or
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medicare benefit level ? What level will you try to bring these benefits
upto?

I see Mr. Glasser is nodding his head. Is that whit you aresufring I
r. WOODCOK. We are proposing the State medicaid benefit with-

out, however, the means test and the asset disburial. Again, the ticket
to it would be the receipt of unemployment insurance.

Senator PACKWOOD. So if they do not have unemployment compen-
sation or are not entitled to it, they would not be covered?

Mr. WooDCOCK. These would be people who, while employed, had
no health coverage.

Senator PACKWOOD. Yes.
Now, you would tie it to unemployment compensation. But what if

they are not eligible for unemployment? Shouldn't they be covered
at all I Because they would not be covered under medicaid either under
these circumstances?

Mr. WoococK. If they were otherwise eligible for mediciad, of
course, this would not interfere with it. It would not get to the group
who are not sufficiently improverished to qualify for medicaid under
the norrnal rules unless they had a previous employer relationship
entitling-them to unemployment insurance. This is the administrativeproblem.

Senator PACKWOOD. Would you be inclined to support Senator Bent-

sen's bill if surgical and medical benefits were added
Mr. WOODCOCK. Well, what troubles us there, and we recognize the

sincere effort that is made here-as I said, we agree as long as it is
part of medicare, it is the most easily administered. But at the point
part B of medicare is added, as Representative Corman suggested,
then the comparative weight of administrative ease falls, in our
opinion, to S. 625.

Senator PA KWOOD. I have no other questions, Mr. Chairman.
The CHAIR AN [presiding]. Senator Bentsen I
Senator BENrsEN. Mr. Woodcock, if we were to enact either my

bill or Senator Kennedy's bill, would you feel that that would assist,
sort of a phase-in, or would you feel that that was an impediment to
bringing about national health insurance, which we both very strongly
support

Mr. WooDxOcK. Well, I am taking it at face value and I really
believe tat whatever is done, whether it be your bill or the other
bill or some compromise that meets the problem, that that would be
in effect for 1 year; that being so, I would think it would create an
incentive for the Congress to go on with the job of giving a health
insurance program across the board so that we do not meet this prob-
lem again at the next crisis, whenever that may be.

Senator BENcszN. Well, you and I are both concerned about the
-administrative problems of this, and it seems to me that the Secretary
&,ally missed the point-on my bill, because it could be set up where we
do not really have any administration question until a claim is made,
and eligibility could be set up very easily by the unemployment of-
fices fsuing a card, and then all the hospital would have to do is call
to see if the person was still eligible for unemployment compensation.
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,So it would not be putting 10 million people under this plan. Would
you agree with that?

Mr. WOODCOCK. Yes; certainly. And, you know, you talk about a
number of 10 million, but I think the statistics will bear that only 1
out of 3 approximately would have any demand within that year. So
we are not talking about 10 million; we are talking about 313 million.
So the whole thing was grossly overdrawn, in my opinion.

Senator BENTSEN. Now, one of the other things that concerns me
very much about the Secretary's statement-and, unfortunately I
had an intervening commitment where I could not stay to furtAer
question-but he cited the costs at 8 percent unemployed, and then
he cited the costs at 10 percent unemployed. I could not help but
wonder if he thought that was a realistic possibility in this year. I
assume he did, or he would not have thrown it out there as a figure
that might develop this year, the $3 billion in costs.

Mr. WooDcocK. Well, I would make the same assumption, Senator.
I would like not to believe that administration spokesmen -would
come down here and simply pick a figure out of the air and try to
frighten people unless they think it has some validity.

Senator BENTSEN. Does it concern you on the other bill that you
would have people having their premiums paid by the Federal Govern-
ment and yet have great disparities in those premiums, do you think
there might be a constitutional question involved ?

Mr. WOODCOCK. Well, we have not gone to the point of whether
there would be a constitutional question involved.

Yes, it does concern us. It is an obvious inequity, and in the state-
ment we list several things which are obvious inequities. But it is a
quick way to take care of an emergency problem.

Senator BENTSEN. Mr. Woodcock, I congratulate you on the health
benefits and the broad coverage that you have been able to achieve
for the people who work in your union and industry, but, unfortu-
nately, I do not think it is representative of what we see in hospital
plans across the country, and that does give me concern as to how
we achieve equity.

Thank you very much, Mr. Chairman.
The CHAIRMAN. Mr. Woodcock, the employees in the automobile

industry are benefiting from the very fine work done by your union and
by you over the years to obtain supplemental unemployment benefits.
How long will those benefits hold out?

Mr. WOODcocK. Well, in the case of-taking some of our employers-
first of all, not all of our employers, do we have SUB plans with" them.
In the aerospace industry, for example, it was found to be impractical,
and many of the smaller marginal employers just cannot afford it.
But in the case of Ford, International .Harvester, Caterpillar, Har-
vester, and John Deere, those plans are in sound fiscal condition unless
there is, well, as long a recession as the administration budget pre-
dicted. If that prediction does not come true, and we have the neces-
sary thing done and begin to recover during this calendar year, those
plans willcontinue through.

The General Motors plan will, unless things begin suddenly to turn
around, run out in early May. The Chrysler salary fund will run out
in 2 or 3_weeks. The Chrysler hourly rated fund will run out in
early April, again, unless there is a sudden turn around.
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The CHAIRMAN. I have been thinking about suggesting a substitute
for some part of this tax cut package or an add-on to it: that we con-
sider trying to do something to stimulate the purchase of homb and,
perhaps, the purchase of new automobiles. If automobile companies
find that they cannot continue these rebate plans, the sales of auto-
mobiles are going to fall off. What do you think about the suggestion
that some of us have thought about, that 'ie ought to give a tax credit
for some part of the purchase price, perhaps as much as 10. percent
or $200 of the purchase price, of a new automobile during this period
when the automobiles are in surplus supply?

Mr. WOODCOCK. Well, Mr. Chairman, you have put me in a very
difficult position. Since I have been asked this question before, before
some other congressional bodies, let me say this-: It is our belief. look-
ing at the history of every recession post-World War II, the industry
that has led the way out of the recession is housing, and housing has
been in a distressed condition longer than automobiles, several months
longer. And if programs are put in place to make mortgage credit
available at a reasonable rate of interest, if housing began to recover
and we get the emergency tax cut-which I heard you wonder if we
could not spend that money better other places-we put in place a
substantial increase in public service employment and go on with the
other necessary things, that then, given the stimulus to housing, I
think this economy will begin to recover.

The problem with the tax credit for automobiles--what about ap-
pliances; what about consumer hardgoods, all of which are in equal-

ressed condition and I think the business of a tax cut and
the other things which will be demands on the Treasury-I may be
strung up for saying this, but I think they take precedence. The auto-
mobile industry wi recover when the economy -ecovers. That has
been the history.

The CIAIRMAN. You are not testifying to the proposed tax cut
now. You will in a day or 2. The tax credit will be discussed.

I find myself thinking that the companies need customers more than
they need some shiny new equipment to replace equipment that has aconsiderable life left to it. And, frankly, I have been- thinking about
the possibility of suggesting that we use the tax credit approach to
try to stimulate housing. I realize, and would be the first to say,
that if interest rates or profits or increased wage demands are going
to eat all of that uap, it might not acionmplish a lot, but I would hope
we could all cooperate to get a housing boom going. and help that
industry that has been depressed. I do not have any doubt-that the
average fellow who is laid off in the construction trades is a potential
buyer of an automobile. We might get the economy going that way.

at I am concerned about is a tax cut for a great number of people
who might not spend it. I find myself wondering if we are doing much
for the economy with a tax cut for the middle-income and upper-in-
come people if they just take the money and do not put it to any
beneficial use, do not buy anthing with it.

Mr. WooDCocK. Well, Mr. Chairman that is why, as far as we are
concerned, we are supporting a tax rebate and a reduction of taxes
weighted towards the middle- and low-income groups rather than
what the administration proposed. Some of the automobile companies
say that the administration's proposal makes more sense, because
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getting $1,000 rebate, which would cut in at around $38,500, all of those
people wiji rush out and buy cars. That is nonsense. The savings rate
in the last quarter of 1974, when the economy collapsed, went from 6.6
to 8.5 percent. If you could separate out those with $20,000 incomes
and up, I am sure the savings rate went up from 11, probably 15,
16percent.

There is some indication of a revival of confidence. Now, if you
give that money to the middle- and low-income groups, they will spend
it because they have to spend it, and it has a regenerative effect on
the total economy. I think it would do a lot of good.

The ChAIRMAN. Well, I agree with that argument. I just find myself
thinking, suppose we just limit this approach to those in the upper-
middle and upper-income tax brackets and simply tie that part of the
tax cut to a condition that they have to buy something that we would
like for them to buy. Housing, of course, is one thing I would like
to see moving. I would like to also see them buying automobiles, ap-
pliances, and other things. I think of a man who talked to me who
finds his business in bad shape at the moment because of the op-
pressed conditions in this country in the real estate area. He said to
me, I hope they do not just give this tax cut to some fellow who is
going to take the money and not buy something. What I need is a
customer a lot more than I need a tax cut.

And I hope that when we are through, that we do use it in a way
that is going to most efficiently generate some additional spending.

It would probably help if Congress would recapture some of the
powers it gave the Federal Reserve Board. Ijust wonder whether we
have got it in the right hands when we have got it over there., with the
tight money, high interest rate man in charge, who gave us three good
solid recessions under Eisenhower. It looks like he is going to give
us another one under Mr. Ford. He is a very personable, very likeable
sort of a fellow, but at-the same time a man whose economic philosophy,
I think, is a little out of step with yours.

You are very much in favor of trying to get those interest rates down,
are you not?

Mr. WooDCoCK. Oh, absolutely. If we do not effectively increase the
money supply, which, in fact, has had a negative factor since December,
the tax cut is not going to do the job it otherwise could do.

The CHAIRMAN. That is one of the things that has forced it up, the
fact that the money supply has been tight. You know that as well as
I do.

Senator Roth?
Mr. WOODCOCK. May I say, Mr. Chairman--excuse me, sir-with re-

gard to the automobile industry, heavy truck production, which has
held up at good levels until the last 30 days, as of March 1, by-mandated
action, they had to have an anti-skid control brake system, which has
added $1,500 to the price of those trucks. Now, those heavy trucks carry
a 10-percent excise tax, and I would hope that the staff of this commit-
tee and this committee could take a look at tha, because it so happens
that if that excise tax were taken away, it would just about counter-
mand the price increase that has gone with the skid control device.

The CHAIRMAN. Senator Roth ? -
Senator RoTi. Mr. Woodcock, I discussed with you by telephone

some weeks ago the problems of the automobile industry which has
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suffered so very seriously from the recession. It does seem to me that
one of the primary purposes of the tax cut should be, hopefully, to
stimulate the automobile industry.

One question I have-and I agree that we want to give much of the
relief to the lower income people, and yet it has been my understanding
that at the same time those that are most likely to buy the cars--and I
guess there are surveys and studies on both sides of the question-but
that, generally speaking, those that buy the cars are probably in the
$10,000 to $25,009 bracket.

Now, as I understand the House bill, it would give those groups
roughly $100 to $150, a few $200, of rebate, and the administration pro-
posal would go roughly from $100 to $450. My question to you is, might
it not be wise, partcularly if we are going to increase the overall pack-
age, to give a little more to the so-called middle class in the hopes that,
they are the ones that are likely to buy what we call the big ticket items,
whether those be cars or otherwise I If we are going to increase the over-
all package, would you favor leaving the lower incomes where they are
in the House version but try to sweeten the package as far as the
middle-income group is concerned?

Mr. WOODCOCK. Well, as far, Senator, as that portion of the program
that has come out of the House, with regard to the rebate program
on 1974 incomes, I do not think that is going to do very much with
regard to big ticket items, even it was the ad ministration's proposal,
up to $1,000. I support a substantial reduction in withholding taxes
effective July 1, because I agree with you that the purchases of new
cars will start. at $10,000, $12,000 on up. but the people in those cat-
egories-and in terms of numbers, they are the biggest numbers-
make their decisions on buying a new car: number one, do they have
a need for it, but, number two, do I have a reasonable expectancy of
keeping my job, and can I fit the payment into my monthly budget.
They are riding around in a downpayment, for the most part.

The car they have meets the downpayment. Can they fit that into
their monthly budget, and that is why the Labor and Management
Committee, when we made our recommendations to the President on
the 30th of December of 1974, all of the labor side agreed it was more
important to reduce withholding taxes, precisely because of that
monthly budgetary problem.

And I thin that is the best way in which the automobile industry
and the other hardgoods industries can be given help.

Senator RoTh. So when you talk about the withholding, are you
suggesting just the withholding? Would they still have to pay at the
end of the year, or would they cut back?

Mr. WoODcocK. No; I am talking about a tax cut which would be
reflected in reduced withholding.

Senator ROrH. I see.
The rebate proposed by the automobile industry, however, has been

some help in selling cars in the last couple of months, has it not?
Mr. WoorcOCK. Oh, yes. But you know we had a very strange

market. First of all, through the 1960's and the beginning part of the
1970's the percentage of disposable income being spent for automobiles
in this country ran between 41/ and 5 percent.Taking the percentage
of disposable income now; people are buying automobiles at the rate
of 2.8 percent. It is not simply that income is being reduced, but the
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portion that. is being spent for automobiles is part of a shrinking
number.

You know, we have been selling cars, domestics at a rate of about
0/2 million cars a year. In 1973 we scrapped 8 million cars. Last year
is the first time since World War II that we scrapped more cars than
we built in this country. So the market is there. It is a question, in
part, of restoring confidence, and I think affirmative action by the
Congress, by the Government, would begin to restore that confidence.

When you look at the Gallup Polls and the Harris Polls, you see
those who think we are going over the cliff is beginning to reduce in
number, which is a sign of reviving confidence. And I think if the
Congress does the necessary things, that we can begin to turn this
economy around, and in your State of Delaware, certainly with the
Chrysler plant, it is back at work this week for the first time since
the beginning of December.

Senator Ronm. That is correct.
One of the discussions in this area, and the chairman did bring up

some discussions about tax cuts, is the need for quick action, and this
committee decided to try to separate tax reforms from oil depletion-
but he promises we will have a vote on that at a later time.

Do you feel that time is of the essence?
Mr. Woo00 0K. Absolutely.
Senator Rom. Would you support separating the two; would you

care to comment on that?
Mr. WOODCOCK. Our position when this issue was in the House, was

that, first of all, as far as we are concerned, we are for the elimination
of the oil depletion allowance, except we were in favor of the amend-
ment, which was defeated by 16 votes on the House side, of continuing
it for the producers without retail outlets and with a 3,000 barrel or
less per day production. I think that makes sense, because I think the
record shows that most of the reserves in this country have been found
by wildcatters, not by the huge oil companies, and since time is of the
essence, yes, I agree. It makes sense to separate the two, not as a means
of avoiding it, but as it has been, as I understand it, in the Senate.

Senator Ro'Tr. My position is very similar to yours.
Mr. WooDcocK. So at the predidable time there will be a chance to

vote up or down on that question.
Senator ROTH. Would you favor some kind of tax incentive, for ex-

ample, to try to get people to buy small cars? Are you taking any posi-
tion on that?

Mr. WooDcocK. I take it, Senator, you are using the term "small"
as more fuel efficientI

Senator Rom. That is correct.
Mr. WoowccK. That is not necessarily true. Some of the smallest

cars built and sold are the biggest gas guzzlers around.
Senathr Ro T. Let me amend my statement.
Mr. WooDcocK. A more fuel efficient car-we might be using the tax-

ing mechanism for that, to say. okay, there will be a tax against the
inefficient car and tax credits for the domestically produced, I hope,
fuel efficient cars. -

We will be saying before the Senate Commerce Committee next
week that, No. 1, we support the 5-year pause in emission, providing
that is tied in with an ongoing job" of reaching better fuel economy,
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and that should be on a, mandated basis, and the same certification
process used as was used for emissions. We set the standard, okay, it
should be here, and on a sales-weighted basis so that it would say 20-
if they have got some coming in- at 18 miles per gallon, they have got
to have an equal equivalent coming in at 22 miles per gallon, or what-
ever, and that there be a financial penalty against the producer.

The reason we are opposed to the tax mechanism being used against
the owner, if we are doing this to conserve a dwindling resource, then
I do not know why somebody should be allowed to drive around a car,
say 5 years from now, or buy one-that gets 7 miles to the gallon just
because he can afford it. We should not be allowed to produce such
cars. And, yes, there should be mandated requirements. But we are
satisfied that that cannot be done unless the industry is given greater
relief in meeting additional emissions requirements im the same
period.

Senator Rom. Do you favor what the EPA recently announced?
I have not had a chance to study it yet. It is somewhat different from
what the President or from what you proposed.

Mr. WOODCOCK. Yes, the EPA departed froni what the President
proposed, which was the modified California standard, and they give
relief for 3 years and then change it again for the last 2. I think we
will be inclined to the point-and I say we will be inclined because we
have an outside consultant with whom we are now discussing fhiis in
preparation for our testimony next week-that to give stability we
think whatever standard is put out now should be maintained for 5
years, providing two things, the mandated fuel business and also a
mandate for ongoing research, not only in the emissions area but in
alternative power sources. And I think, too, the Government should
contract such research and not simply wait for the automobile in-
dustry to come up with it.

Senator Romi. Thank you very much, Mr. Woodcock. That was
most helpful.

Senator BNT Ex [presiding]. Senator Packwood?
Senator PACKWOOD. I have no questions.
Senator BENTREN'. Thank you very much, Mr. Woodcock, you have

been most helpful.
[The prepared statement of Mr. Woodcock follows:]

PREPARED STATEMENT BY LEONARD WOODCOCK, PRESIDtNT, INTERNATIONAL TNION,
UAW

Mr. Chairman, members of the Health Subcommittee of the Committee on
Finance: My name is Leonard Woodcock. I am President of the International
Union, United Automobile, Aerospace and Agricultural Implement Workers of
America, UAW. With me is Mr. Melvin Glasser, Director of the UAW Social
Security Department. I represent our one and a half million UAW workers and
retirees and their families--some five million Americans who are covered by our
negotiated health Insurance benefits programs.

Mr. Chairman it is frequently asserted that American workers are probably
the highest paid in the world. But they are also the most Insecure. When their
often tenuous hold on Jobs is broken they lose income, they cannot meet payments
on heavily mortgaged homes and they have hanging over them the spectre of
illness and injury without health insurance coverage.

As of today. 7.6 million American workers, a disproportionately large percent-
age of them blue collar workers, are currently unemployed and their numbers are
increasing. The unemployment rate in Detroit is over 21%. The national unem-
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ployment rate may well climb to between 9 and 10% in the next few months.
Twenty to twenty-five million workers will be unemployed at one time or other in
1975-7 or 8 million of them for periods of-31/1 months or more. Taking into ac-
count their dependents, this means that the lives of 40 to 50 million Americans-
nearly 1 in 4-will be scarred by the disgrace of America's not providing useful
work for all who need work. For every person who is actually laid off. there are
two or three who fear they will be.
- The membership of our Union has been very hard hit by this depression. At the
end of 1973, the UAW had 700,000 employed auto workers. The U.S. unemploy-
ment rate was under 5%. As of the week of March 3, 1975, over 211,000 auto
workers have been indefinitely laid off, about 30% of our auto workforce.
Hundreds of auto supplier companies have totally closed out or sharply reduced
production. For that same week, an additional 47,200 auto workers were tem-
porarily laid off. While other auto workers are still on the Job, they are taking
home substantially less pay as a result of working one week on and one week off.

While our Membership in the Auto and Agricultural Implement industries have
the benefit of negotiated plans to supplement Unemployment Insurance, a sub-
stantial portion of our UAW members and millions of other workers are not pro-
tected by the SUB plans. These have been designed to assist workers for relatively
short periods of unemployment. These plans are now being rapidly depleted: The
Chrysler salaried worker SUB fund is expected to run dry in two weeks; the
Chrysler hourly worker SUB fund will run out in the first week in April while
GM's hourly worker SUB fund will run out in May.

There are 127,000 GM workers on indefinite layoff and 27,500 on temporary lay-
off. Twenty-six thousand of those on indefinite layoff have not worked long enough
_to become eligible for SUB, and therefore have not been eligible for continuation
of health benefits. An additional 7,00G GM workers have already exhausted SUB
eligibility and therefore are not receiving extension of health benefits from the
Corporation.

A new study released last week by the Department of Labor reports that even
for the minority of unemployed workers whose health insurance coverages ex-
tend into their layoff such coverages cease within the first three months.

Two-fifths of laid-off workers who had health benefits while working may
expect these benefits to continue at least one month. But three-fifths continue
benefits only to the end of the month in which the layoff occurred.

And in those plans where employees contribute to the monthly premiums 78%
have no continuation of benefits after layoff.

This new data-hbighlights how very serious and extensive is the problem of
layoff without continuation of any kind of health benefits.

In the national pattern after coverage runs out, the unemployed may convert
to individual policies, usually providing less In benefits at a higher cost than
union-negotiated group policies. Comparatively few do this in the trauma of lost
Jobs and the adjustment to living on unemployment benefits. In Michigan, an auto
worker with a family faces a current monthly premium of as much as $97 to keep
his former employer-financed health coverages in effect. This can represent as
much as 25% of his or her monthly Unemployment Insurance benefits. With aver-
age increases in health insurance premium rates in Michigan of over 30% now
being proposed, our laid-off members have to choose to spend their Unemployment
Insurance checks to continue their health coverages or on food, heating, clothes
and mortgage principal and interest.

In response to rapidly increasing health care costs, the Congress passed Medi-
care and Medicaid in the 1960's. This resulted in increased services to millions
of Americans but also in further skyrocketing costs and inflated prices. A day of
hospital care cost $48.58 in 1966 and shot up to $110.77 in 1974, an increase of
165%. The increase In average weekly unemployment benefits has not kept pace
with the increase in hospital costs. Average weekly unemployment benefits in-
creased from $39.05 in July 1966 to $66.61 in July 1974, an Increase of 72%. less*
than half the rate of increase in hospital costs. The average weekly unemploy-
ment benefit is still $49 or below in six states. In 1974, average hospital costs per
day were $110.77. This Congress also needs to take action now to federalize and
raise the level of state unemployment benefits.

Faced with a huge medical bill, the only recourse an unemployed worker with
no health insurance has, other than spending his lifetime's limited savings, is to
rely on whatever protection state Medicaid programs may provide. Medicaid re-
quires impoverishment and a needs test before a worker gets it. Many workers
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whose families require medical care are therefore forced to spend all their sav-
ings, carefully husbanded over a period of years, before becoming eligible for
Medicaid. And many doctors and hospitals reject Medicaid eligibles who are often
the lowest paid workers with the greatest medical needs. This is because provid-
ers are often inadequately reimbursed for their services by poorly administered
state programs.

Other modern nations have long solved the problem of emergency health bene-
fits for the unemployed by establishing national programs of health insurance
or health service. The Canadian worker, for example, has his basic health care
needs met with no direct cost, or minimal cost, whether employed or unemployed.
In Ontario, a worker has prepaid coverage for the first three months of layoff
and then pays $22 a month for continued family coverage thereafter. In Western
Germany, an unemployed worker's health insurance continues indefinitely-
there is no end to it. As long as the worker is employed, his contributions to the
health-insurance fund are paid partly by himself and partly by the employer.
When he becomes unemployed the same central federal agency which makes his
unemployment insurance payments sees that his contributions to the health in-
surance fund are continued. These countries and other industrialized countries
such as Great Britain and France have taken the necessary action to provide
public programs of health care-not as an emergency measure but as a right to
all citizens whether employed or unemployed.

For four years the previous two Congresses have had before them well thought
out national health insurance proposals at least one of which, S. 3, would elimi-
nate the problem of emergency health benefits for the unemployed. The price of
previous Congressional inaction is one the present Congress is being asked to pay.

I am not here to argue with previous Congresses or the Administration. I ask
only that we learn from our previous experience and act accordingly.

In the face of emergency unemployment, our Union is asking for an emergency,
admittedly imperfect stopgap program which will provide continuing health in-
surance coverage for those who have lost their Jobs.

TiE BENTSEN BILL (S. 196)

Senator Bentsen has introduced a Bill which would provide Medicare Part A
(hospital insurance) benefits to workers and their families who receive Unem-
ployment Insurance benefits, but who do not have private health insurance cov-
erage. In addition, outpatient maternal and child health benefits, to be defined
by the Secretary of HEW, would be provided. Legislative authority would expire
after one year.

The Bentsen Bill represents a positive response to a crisis situation. Under it,
workers who currently have limited health insurance benefits would receive
broader health benefits under Medicare Part A. Our UAW members, on the other
hand, would receive less adequate benefits than they now have. The Bentsen Bill
would primarily assist only-workers who are hospitalized, and would not cover
the $92 for the first day of cure, or the required $23 per day co-pay during the
61st to 90th day of hospitalization. It would provide even more limited benefits
thereafter. More important, the Bentsen Bill entirely ignores the worker's doctor
costs, whether incurred in the hospital or outside.

We have drawn up an example of a situation which might easily face.an un-
employed auto worker in Michigan in 1975. Early in the year, the worker requires
an emergency gall bladder operation. Later in the year his youngest son has a
broken leg. As illustrated in the Appendix to this testimony, S. 490 would just
not help him enough. The worker would still have to pay approximately $1,324
front his savings. However, If S. 625 passes, all of his medical care bills would
be paid.

S. 496 has the disadvantage of potentially increasing hospitalization because
benefits such as drugs, laboratory, and X-rays are covered but not outside of the
hospital. It would increase admissions to often overcrowded city and county
public general hospitals while aggravating the financial condition of private vol-
untary hospitals. Last week, published reports indicated that Miami's public
Jackson Memorial Hospital was flooded by emergency patients while smaller
voluntary hospitals were actually facing bankruptcy because of a lack of admis-
sions. At Jackson, stretchers were being set up in lobbies to administer oxygen
and intravenous solutions. The executive director of the local health planning
council blamed the sagging economy for the crisis situation.
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Also, we are not clear concerning the operation of maternal and child health
services coverage which would be added to Medicare Part A under the bill. There
are, we know, such services provided now under existing public programs. We
assume that this Bill envisages additional coverages.

Once we start designing new benefits, new administrative machinery is re-
quired to handle them. There just isn't time to do this in a program which must
start at once if it is to help the unemployed.

THE KENNEDY, JAVITS, SCHWEIKER, WILLIAMS BILL (S. 625)

Emergency action requires a program which is simple, and easily and quickly
administered. Accordingly, the program must use mechanisms already in place,
inadequate as they may be.

S. 625 would provide for continuation of a worker's private health insurance
coverage which was lost when his employment was terminated. The federal gov-
ernment would pay the premiums involved from general revenues, either to the
private carrier or the worker's last employer. Eligibility would be determined
simply by the worker's being in receipt of Unemployment Insurance, rather than
by a hospital or doctor at the point of service. S. 625 has the great advantage in
that lthcan be promptly implemented, with much less difficulty than other
proposals.

S. 625 is best for our membership so long as they are unemployed because it
does not lower their health benefits.

I wish to make clear, however, that the majority of our unemployed menl.ers
would receive proportionately fewer advantages from S. 625 than would workers
outside the UAW. Our members who are laid off by Ford, American Motors and
the major agricultural implement companies where the SUB funds continue to
be in sound fiscal condition, would not receive benefits under S. 625. They would
be eligible for employer-paid continuation of health insurance coverages.

Furthermore, even at General Motors and Chrysler, under another contractual
provision negotiated in 1973, UAW members laid off after October 1, 1975 would
receive continuation of coverage related to seniority rather than to SUB credits.
This means continuation of health insurance coverage will no longer be dependent
on the solvency of the SUB fund. Rather it will be related to length of service.

Our support of S. 625 is therefore based in part on the recognition that a por-
tion of our unemployed members would be helped by it. We support the bill be-
cause by and large the unemployed who are not UAW members need it more
than our people do.

There are two technical amendments I would like to propose to S. 625. Under
Section 401 (c) (1), the provision is made for what we in the Union would call
"non-duplication of coverage." The provision as now worded is neither clear nor
equitable. The unemployed worker should be entitled to benefits under the bill,
if the benefits of his currently employed spouse are not substantially lower than
his own, and if the currently employed spouse is not paying more than half of
his or her employer-sponsored health benefit premiums.

Under Section 401(c) (2), the language of the provision should be amended
to more clearly indicate that an employer has an obligation to continue his health
benefits plan as of a specified date, February 7, 1975, and not to allow cancella-
tion or alteration of an employer's *plan to provide health benefits in anticipa-
tion of emergency legislation.

We are well aware of the limitations of S. 625. It will continue the costly,
unregulated private insurance administration of health care benefits. It will also
do nothing to improve the inadequate Insurance coverages which were available
to lower-paid workers, now unemployed and uninsured. But S. 625 would act as
an emergency stopgap measure for millions of unemployed Americans in the next
few months, if they fall ill and require care they cannot possibly finance.. The
most serious defect in the bill is that it ignores the health needs of Americans
who have never had employment-related health insurance.

To assist these persons, we propose the use of state Medicaid programs as an
amendment to S. 625, but with three important changes:

1. The removal of all current eligibility conditions in state Medicaid programs
for these workers, including eligibility requirements for categorical aid, and
asset and income tests.
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2. Medicaid entitlement to be based solely on proof of receipt of Unemployment
Insurance.

3. Federal general revenue financing of benefits and of state administrative
costs.

This special and temporary Medicaid benefits program should be funded en-
tirely by the federal government, because the industrial states which are being

-hardest hit by unemployment are also being hit the hardest by reduced tax
revenues.

In summary we recognize the following limitations of S. 625, even with our
Medicaid amendment:

1. It ignores the unemployed who are ineligible for Unemployment Insurance;
2. It is inequitable in that those who have had low health benefits while

employed would continue to receive only those coverages. Those who had better
benefit programs when theytwrkdwould have better coverages when laid off.

3. It does nothing to control the skyrocketing costs of medical care which is
often unnecessary, fragmented and impersonal.

4. It does nothing to control the ever-increasing premium rates of private in-
surers or replace the ineffective and costly administration of health care benefits
by the unregulated private insurance industry.

On the positive side, S. 625 would continue coverage for those unemployed who
have had health care benefits, so long as they receive Unemployment Insurance.
And, with the addition of a federally financed Medicaid program, S. 625 would
provide coverage as well for millions of Americans who had no health care
benefits prior to their unemployment.- This Bill is a stopgap emergency response
but a necessary bill to meet an emergency crisis situation.

CLOSING COMMENTS

Some suggest that the federal government ignore the problem of continuing
health insurance for the unemployed. But as we well know, neither the unem-
ployed nor the problem will go away. And many hospitals and clinics may be
driven into bankruptcy as they are swamped with members of unemployed work-
ers' families with genuine medical emergencies for which there is no choice but
to provide care.

Others suggest the federal government cannot afford the large costs involved
in this one-year proposal. Accordingly, they would mandate employers to pay
for the continuing coverage of their laid-off or discharged employees. This ap-
proach is both impractical and unrealistic. By and large, the employer whose
business is in such bad shape as to require large layoffs is hardly In an economic
position to- assume substantial new and unanticipated costs of health care cov-
erage for the unemployed.

Still others urge provision to the unemployed of catastrophic health insurance
benefits. In this regard, a recent study of Michael Meyer has reported that less
than one percent of the U.S. population has over $5,000 in total medical expenses
each year. The vast majority of these, Medicare or psychiatric patients, do not
receive unemployment insurance benefits and so would not be eligible for cover-
age under an emergency bill. But for an unemployed worker's family, as I have
attempted to demonstrate in this testimony, uninsured medical expenses of $500
to $1,000 may be a catastrophe. And the nnemployed population so endangered
will be in the neighborhood of 25 million people this year. Their numbers are far
greater than those who could be involved in the traditional catastrophic illness
programs. Theirs is an immediate need that calls for prompt action by this
Committee and by Congress.

We are proposing a stopgap measure to provide health insurance benefits for
the unemployedd. This cannot take the place of or lead to the type of comprehen-
sive national health insurance which has been so long delayed in this country.
Something must be done now. The passage of S. 625 (with our proposed Medic-
aid add-on) can demonstrate to the unemployed millions that this nation does
have the leadership and the will to act quickly to protect American families
against crippling health care costs in the current and worsening economy.

And concurrently I trust this Congress will get on with the business of passing
a decent comprehensive national health insurance program. The country should
not be forced to rely on another stopgap solution to meet the next national health
care emergency.
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APPENDIX

An example: Comparison of a Michigan Unemployed Auto.Worker's Out-of-
Pocket Costs Under S. 496 and S. 625 (UAW worker or worker with no con-
tinued health benefits, who would become eligible for Medicaid).

S. 496

Laid off employee needs emerfancy gall bladder operation:
1. Hospital bills;

A 7 days at $100 per day ---------------------------------- $700
D1i Drugs and other hospital services- --------------------------- 430

Total hospital bill ........................................... 1, 130

S. 625 1

Paid in full.

2. Medical bills:
i Surgeon's fees.. . . . . . . . . . . . . . . . . . . . . . .

Surgical assistants ............................................
C Anesthetist's fee ---------------------------------------------

Total medical bill ...........................................

3. Grand total .................................................
4. Medicare pt A pays .....................................
5. Patient pays ...........................................

Child breaks lag (fracture of Tibia and ibla) later In year:
1. Hospital bills:

(A) 3 days, at $100 per day
Drugs and other hospital services. .....................

500
100
90

690

1,820
1,038

782

300
220

Total hospital bill ........................................... 520

2. Medical bills:
A Surgeon's fee ............................................... 240

Anesthetist's fee ............................................. 60
X-ray (3) .................................................. 75
Change of cast ......................................... 75

Total medical bill ............................................ 450

3. Grand total .......................................................... 970
4. Medicare pt A pays ................................................... 428
5. Patient pays ......................................................... 542

Grand total family annual health bill .............................. 2,790
Medicare pt A pays ............................................. 1,466
Family pays .................................................... 1,324

IF

Do.
Do.
Do.

Do.

Do.

Do.
Do.
Do.
D0V
Do.
Do.

With medicaid add-on as proposed In Mr. Woodcock's testimony.

Senator BEXTSEN. Ladies and gentlemen, we stand in recess until
2p.m.

[Whereupon, at 12:47 p.m., the committee recessed to reconvene at
2 p.m., the same day.]
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Senator BF,.XTSFN [presiding]. The hearings will come to order. Dr.
Gehrig, if you would take the witness table, please. First, let me
apologize to each of you for the delays that we are encountering, and
I would like to tell you it is going to get better, but I think it is going
to get worse. It is going to be alf afternoon and probably on into the
night. The chairman and I will try to spell each other some.

Would you proceed, Dr. Gehrig, and we will see if 've can manage
under these circumstances? Otherwise, we will have to postpone the
balance Of today's hearings.

STATEMENT OF LEO 3. GEHRIG, M.D., VICE PRESIDENT, AMERICAN
HOSPITAL ASSOCIATION, ACCOMPANIED BY ALLAN 3. MANZANO;
DIRECTOR OF FINANCE, AMERICAN HOSPITAL ASSOCIATION

Dr. GEHRIG. Thank you, Mr. Chairman.
I aim Dr. Leo Gehrig, vice president of the American Hospital

Association. With me is Mr. A}l an Manzano, director of finance for
the association. Te AHA represents some 7,000 member institutions-
including most of the hospitals in the country.

Mr. Chairman, I have a longer statement, and I would like to submit
that for the record in the interest of the time of the committee, and I
will try to take from my statement some of the key points.

Senator BENTSENs. That is fine, Dr. Gehrig.
Dr. GEl RoG. We welcome the opportunity to testify before this com-

mittee today on the. very important matter of health insurance for the
unemployed. We appreciate the concern of the committee in the emerg-
ing and pressing problem of protecting the many Americans who have
lost or will lose their employer-sponsored health insurance benefits
through unemployment. This subject is addressed in your bill, Senator
Bentsen, S. 496. The potential threat to the health and well-being of
the Nation's work force and their families from the loss of health
insurance coverage is a matter of great concern to all of us.

While most meaningful national health insurance proposals would
provide a solution to this problem should it occur in the future, such
an approach in the context of national health insurance, because of the
time required for legislative action and program implementation,
would not provide needed action for this immediate and, hopefully,
short-term problem. Therefore, we believe that, a program of action
should be developed for a short period independent of national health
isurance.

The magnitude of loss of health coverage through unemployment is
difficult to assess. The problem does not appear to correlate directly
with unemployment statistics. Furthermore, coverage and the nature
of the health insurance provided also varies greatly from employer
to employer.

(67)
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A review of the available data on postemployment coverage reveals,
I believe, that the provisions of postemployment benefits provide little
assurance that the laid-off worker, the recession victim, has continuity
of coverage upon separation. The immediate problem is, in fact, a con-
cern for the health of the victim of our present recession. It obviously
is also of concern to hospitals that they remain fiscally responsible
in order to provide services to all individuals in their community. We
have made preliminary inquiries in a number of States to determine
the impact of unemployment on hospitals. Unfortunately, Mr. Chair-
man, I am unable to provide the committee today with meaningful
information on the experience of all hospitals, or even a statistically
significant segment. Our difficulty stems from the fact that hospitals
do not collect such data regarding the unemployed. Further, because
of the short-term continuing coverage that some employers provide
following a layoff, we do not believe that what data we have measures
the problem which will be faced in the months immediately ahead.

Two symptoms of the problem, however, are evident in many areas,
and these really are anecdotal. The rate of payment of accounts
receivable has slowed in recent months, and the increase in charity
work and in bad debts is significant. These factors, of course, are
undoubtedly influenced by both unemployment and the general eco-
nomic situation. Hospitals, which are largely not-for-profit institu-
tions, have during the past several years experienced a decreased oper-
ating margin of revenue over expenses of from 2.2 percent in 1971
to 0.8 percent in 1973. While these figures are averages, in 1973, 63 per-
cent of community hospitals in this country had a negative operating
margin or, in fact, an operating loss.

Therefore, while every effort will be made to provide needed services
without regard to ability to pay, the basic capability to provide any
services at all depends on the continued existence of fiscally responsible
institutions. Further, revenues needed to cover the costs of care pro-
vided without reimbursement--charity or bad debts-must be obtained
by increasing charges to Paying patients.

In looking at the legislative proposals, Senator Bentsen, we were
looking for a solution to this problem. In the AHA studies, in its
analysis of proposed legislation, we find, unfortunately-and you know
this all too well-that inequities appear inevitable in any short, term,
workable kind of action. We hope that the congressional hearings on
this matter will bring to light some approaches that will minimize
these inequities.

I need not repeat the contents of your bill to you. arsd certainly I be-
lieve, from what I have heard you say and in the printed word, you
have identified that your bill, tVo, deals in areas which are, in fact,
inequitable. Arid while, P's I have stated, some inequities appear inevi-
table, whatever approach is decided upon, we are very concerned
about the workability of the proposed program. The medicare ap-
proach in S. 496 as written in the bill, would present hospitals with
major operational problems in the area of determining eligibility. The
hospital would somehow have to determine that the individual seeking
hospital benefits under this new program is, indeed, receiving cash
unemployment assistance, or is the spouse or dependent of such a per-
son. The'hospital would have to somehow be able to determine whether
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an individual had paid the required deductible amounts and whether
---there-was a continued eligibility in cases of individuals who were prob-

ably frequently moved on and off unemployment rolls,
n addition, however, to the operational problems faced by hospitals

in your bill, we believe it also creates a very, very significant problem
of administration for the medicare program; and here, I thiftk, the
Secretary underlined some of these concerns much better than I can
this morning. Certainly, medicare eligibility is basically geared to a
permanent status in the program, a status attained by achieving the
age of 65 or a condition of long term disability. A-system which would
allow for temporary eligibility geared to unemployment is wholly un-
tried within the medicare program. The need to generate a new system
on a national basis appears difficult of accomplishment within the lim-
ited time frames necessary for this proposed emergency program. In
addition, eligibility of spouses and dependent children is also untried
within medicare, which is essentially an individual eligibility program.
The problems inherent in this eligibility issue are enormous, and the
operational requirement for rapid implementation is crucial. -

It would appear to us more prudent to not disturb medicare already
stressed with the implementation of the disabled and renal disease pro-
gram and new regulations, with this problem of the unemployed and
their dependents. While we recognize that the eligibility identification
and tracking are not going to be simple in any program, we believe
the State agency which administers the unemployment compensation
laws, together with the existing employer-based health plans, consti-
tute the best mechanism to administer a program for a population that
they are already serving.

The American Hospital Association believes that the most feasible
program for providing health insurance for the unemployed would be
one which does the following. It would provide Federal general reve-
nue funds to make payments to health insurance carriers-or employ-
ers which administer health and welfare trusts-which agree to con-
tinue employment-based health insurance for unemployed individuals;
provides continuation of employment-related health insurance benefits
for each individual who is entitled to receive compensation under Fed-
eratr-t _unempkiment programs, including the special unem-
ployment assistance program; provides such benefits for all persons
entitled to receive such benefits under the same type and scope-of bene-
fits as if the worker continued to be employed; provides Federal funds
for the administrative carriers and employers; provides that the State
unemployment agency shall certify eligibility and be reimbursed for
the cost of doing so, and be a short-term program.

In summary, Mr. Chairman, the American Hospital Association
would like to express its support for the concept of a temporary emer-
gency program to provide health insurance benefits to the unemployed
and their families. For the reasons I have stated, we strongly urge
against the use of the part A medicare mechanism, as propose in your
bill, and urge instead a mechanism similar to the one I described, which
would provide Federal funds to extend existing employer-employee
health insurance programs. While such a program, like all others sug-
gested to date. contains inequities, we believe that it is more workable
and capable of early implementation.
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Senator BENTSm;*. Doctor, insurance companies pay hospital
charges, in contrast to cost reimbursement proposed by Blue Cross and
medicare. Do hospitals get more money from insurance companies
which pay their charges than they do when the Blue Cross pays for the
actual cost I Do they or do they not?

Dr. GERIlo. Blue Cross is an intermediary for the medicare pro-
gram. It does work on a reasonable cost-reimbursement basis. However,

A in terms of Blue Cross plans independent of medicare, it is in fact a
- negotiated rate.

Senator BENTSEN. Do they not reimburse mainly on the cost basis?
Dr. GE&HR1. Not all of them, Senator.
Senator BENTSEN. Mainly, I asked you.
Dr. GEHRIG. There are a good number of them that do reimburse.
Senator BENTSEN. All right.
Now, does the fact that you get more money from insurance com-

panies than you would under medicare, and at a greater expense to the
Government and to the taxpayers, I might add--does that influence
you at all in choosing which one of these bills you support?

Dr. GEmIG. Senator Bentsen, that really has not had any influence
in our decision. I assume that you may believe I am talking tongue in-
cheek. I am not. Our concern with regard to the approach really stems
to our feeling of-

Senator BENT EN. I must say, you amaze niji7, Doctor; because with
some of the problems hospitals are having these days, I would really be
quite amazed if the administrators said that they would not favor the
plan that would reimburse them more, and that they were not moti-
vated by the fact that it would reimburse them more.

Dr. GEHRm. Well, Senator, I am sure you do not want to hear our
woes about the inadexluacies of, for example, medicare participation
across the board, in bad debts and charity care, et cetera. These are
things, I am sure, if that were the basis of our discussion, we would
bring out. But very frankly and honestly -

Senator BENTSEN. Doctor, let us talk about another point, the ques-
tion of the first payment being made by the insurance company, under
my plan, if the part of the plan was still in effect. But you have got
the same kind of a problem under the other bill, where you have de-
ductibilities and that sort of thing. So. you have the same administra-
tive and mechanical problems, it seems to me.

Dr. GEHRIo. Senator Bentsen, I am influenced rather considerably,not only in our own evaluation but in the discussions I have heard be-
fore other committees, and the comments. I thik, by those who are in
a better position than I to discuss the operational potential. I am sure
you will have statements or presentations by the carriers, and it seems
to me that they have faced up to this issue.. I do not intend to put their
words in my mouth, but it is my general understanding that they see
this as a situation, while difficult, one that they are able to accomplish.
I think this is quite in contrast to the story that we heard this morning
from the Secretary, in posing the problems of overlaying this program
on already a very heavy-

Senator BFNTSE.N. Let me tell you. The Secretary this morning tried
to use a 10 million person eligibility figure for my bill, which Tthink
is a totally erroneous figure, because you could e administering this
plan and enrolling only those people'who utilized the services; and
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Wilbur Cohen has stated you could use your employment offices to de-
velop your eligibility, that all you would need is a phone call to the em-
ployment office to determine the eligibility. And you disagree with
that?

Dr. GEHiRio. Well, my own feeling is--and not taking a position
with regard to the Secretary's statement of numbers-it seems to me
he very clearly stated that as you looked at the operational require-
ments of this program and this adaptability to a program that is not
used to an in-and-out type of eligibility, there are some very real
operational problems; -and here, obviously, these would be magnified
by numbers, and I am really not in a position to pick one or another
position on it.

Senator BF.sENTz. Well, the Secretary was saying that there were
administrative problems in both plans, but I finally felt that the bal-
ance of what he said was that there were fewer administrative prob-
lems in the plan I proposed than the other one. I looked at the other
plan and discarded it, because I thought it was unduly complex, and
Ted to much more serious inequities and serious constitutional ques-
tions as to whether you used the Federal taxpayer's money to pay
someone a much higher premium on their insurance policy, and some-
one else a much smaller one.

Dr. GEHRIO. Well, Senator, I certainly appreciate-
Senator BENTSEN. Well, I have got to go back over to the floor. I

apologize to you and to the others who are waiting to testify. I under-
stood the chairman was on his way to spell me on this, and I assume he
will be here in a moment. So we will stand in recess for a moment.

Dr. GFHRIO. Certainly.
[A brief recess was taken.]
The CHAIRMAN [presiding]. I just want to ask a couple of questions.
Dr. Gehrig, under the proposal you support, federally subsidized

payments would be made by insurers to hospitals and other facilities
which are ineligible for medicare because of substandard health and
safety conditions. Is that correct ? Do you support that?

Dr. GEHRIO. No, I do not believe that is correct, Senator. The con-
trol of the safety standards of hospitals, as a provision of care, is obvi-
ously something that is of considerable concern at the State level, and
we are not here pleading for that. We have, however, recommended
along the direction of Senator Kennedy's bill, that Federal payments
be made to continue existing employer coverage.

The CHAIRMAN. Do I take it that you recommend excluding sub-
standard hospitals from any proposal?

Dr. GETIRIG. We have not encouraged the use of substandard hospi-
tals at any time, Senator.

The CHAMMAN. And you would recommend -excluding them?
Dr. GEilmo. I believe that hospitals have to meet reasonable stand-

ards, yes, sir.
The -CAIRMAN. Precisely. What effective cost and quality-utiliza-

tion controls would you recommend be included to assure proper ex-
penditure of the as much as $2 billion of tax money involved in these
proposals?

Dr. GFinio. Senator Long, in looking at this proposal, I would like
to contrast it with our proposal on national health insurance, where
we see the introduction of significant controls, both in quality utiliza-
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tion, the financing of capital investments, et cetera. These controls are
all included in our national health insurance bill, and we believe in the
ong haul these will be very important. I think it, however, important
intis situation that I explain we are concerned that if we are going
to move at all in the present problenj it must be expeditiously; and I
do not see this as a reasonable mechanism for implementing something
which we hope will not be a long-term program, and will addre itself
meaningfully to this issue. We could have an excellent program, I am
sure, with the assistance of the Government and on the private side, if
we had 4 or 5 years to develop it. But if we are going to address this
issue I think it is quite meaningless to look at the perfection that we
may be able to obtain in national health insurance.

the CHAIRMAN_. Thank you very much, sir.
Dr. GEHRIO. Thank you, Senator.
-[The prepared statement of Dr. Gehrig follows:]

PREPARED STATEMENT OF DR. LEO J. GEIIRIO, ON BEIIALF OF

THE AMERICAN HOSPiTAl. ASSOCIATION

SUMMARY
A. Continuity of health insurance coverage when a worker becomes unem-

ployed is generally limited or not provided at all under employment-related pro-
grams. This threat to health of victims of the recession is cause for great concern.
It obviously impacts also on hospitals.

1. Impact on hospitals which-As beginning to be felt and likely will increase fs
shown in the following:

(a) Payment of accounts receivable of health care institutions have
slowed ;

(b) Charity care and bad debts have increased;
(o) Operating margins of hospitals is down from 2.2 percent in 1971 to

0.8 percent in 1973, and in 1973, 63 percent of community hospitals had
operating losses.

2. All paying patients should share equitably in meeting the full financial re-
quirements of health care institutions including charity services and bad debts.
The fact-that Medicare reimbursement falls to cover a proportionate share across
the board of charity care and bad debts adds to difficulty hopsitals face in trying
to remain fiscally sound and to provide needed services in their communities.

B. The AHA believes legislation to establish a temporary, emergency program
to alleviate this problem should be a short-term expedient solution not involving
the complex issue of national health insurance, and it must be capable of prompt
implementation.

COMMENTS ON S. 4911

All the current legislative proposals which address this problem would involve
Inequities. S. 496, the bill before this Committee, does not provide coverage for
unemployed persons who are not eligible for unemployment compensation; does
not cover physician's services; would require those unemployed who are covered
(and who are already hard-pressed) to make Medicare copayments and meet
Medicare deductibles; would present administrative problems for hospitals; and
would create major problems of administration for the Medicare program.

(a) Hospitals would face administrative problems in determining original eli-
gibility, determining whether deductibles have been paid, and In tracking con-
tinued eligibility for those who move on and off the unemployed rolls.

(b) The bill would burden Medicare with additional problems at a time when
it is already stressed with implementation of programs for renal disease and for
the disabled.

Medicare is not geared to temporary coverage.
Medicare has no experience in coverage of children.
Covering entirely new type of patients tinder Medicare would necessitate sig-

nificant modifications of the program's financial policies and of hospital cash
planning and pricing structures.
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The cost of the program S. 496 would authorize would have to be kept separate
from the regular Medicare program and this would not only pose serious adminis-
trative problems for both providers and SSA, but could also Jeopardize the
stability of the trust fund.

For the above rea"on, the AHA believes t would not be prudent to add the
emergency program proposed in S. 496 to the Medicare program.

The AHA reoommends instead that legislation embodying the following princi-
ples be enacted to provide health insurance for the unemployed, and is testifying
before other committees of Congress in support of such legislation.

1. Provide federal general revenue funds to continue employment-related health
- insurance for unemployed individuals.

2. Provide this benefit to all persons entitled to receive compensation under
federal or state unemployment programs.

8. Provide the same type and scope of benefits as if worker had continued to
be employed, with provisions to avoid double coverage.

4. Provide federal funds for administrative costs of carriers and employers.
5. Provide that state unemployment agencies shall certify eligibility and be

reimbursed for their costs in doing so.
8. Be limited to one year.
We believe such a program would be both workable and capable of early

implementation.
STATRURNT

Mr. Chairman, I am Leo J. Gehrig, M.D., Vice President of the American
Hospital Association. With me is Mr. Allen J. Manzano, Director for Finance of
the Association. The American Hospital Association represents some 7,000 member
institutions (including most of the hospitals in the country; extended and long-
term care institutions; mental health facilities; and hospital schools of nursing),
and over 20,000 personal members. We welcome the opportunity to testify before
this Committee today on the very important matter of health insurance for the
unemployed, and we will address our remarks in particular to the bill introduced
by Senator Bentsen, S. 496, which is before the Committee.

We appreciate the concern of this Cormittee in the emerging and pressing
problem of protecting the many Americans who have lost or will lose their em-
ployer-sponsored health insurance benefits through unemployment. This subject
is addressed in Senator Bentsen's bill. The potential threat to the health and
well-being of the natin's work force and their families from the loss of health
insurance coverage is a matter of great concern to all of us.

While most meaningful National Health Insurance proposals would provide a
solution to this problem should it occur in the future, such an approach in the
context of National Health Insurance, because of the time required for legislative
action and program implementation, would not provide needed action for this
immediate and, hopefully, short-term problem. Therefore, we believe that a pro-
gram of action should be developed for a short period Independent of National
Health Insurance.

The magnitude of loss of health coverage through unemployment is difficult
to assess. The problem does not appear to correlate directly with unemployment
statistics. Furthermore, coverage and the nature of the health insuance provided
also varies greatly from employer to employer.

The ABA has been investigating the problem in an attempt to evaluate its
magnitude. We were able to see a preliminary and unissued report by the. U.S.
Department of Labor which analyzed 77 employer-based health benefit plans
for employers of 1,000 or more. The most relevant data appear to relate to the
provisions for extension of benefits upon layoff. Extension of benefits In the report
was defined as eligibility for benefits for more than two months after separation.

Of the 77 employers, 74 provided basic medical Insurance and 56 major medical
coverage. Of the 74 offering basic medical insurance, 47 (or 64 percent) provided
for some continuity of coverage. Of the 56 offering major medical, 28 (or 50
percent) provided for"uch continuity.

Of the 47 plans providing for continuity of basic medical coverage, 26 (or 45
percent) provided continuity without contribution by the laid off worker. For
the 28 providing continuity of a major medical plan, 12 (or 48 percent) did not
require worker contribution. Eligibility for the post-layoff program was available
in only 18 of the 26 noncontributory basic medical plans and in only 8 of the
major medical plan.-
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In summary, of the 77 plans reviewed, only 13 offered continuity of coverage
to all employees without contribution for basic medical plans and only 8 did so
for major medical plans. The availability of coverage after employment without
the worker's contribution is crucial since the amount of contribution is probably
a major element in the worker's decision as to continuation of health insurance
protection.

In-this study the length of post-employment coverage varied widely among the
plans and in many instances varied within individual plans depending upon
length of employment. This limited study, which includes the kinds of firms most
likely to offer significant health benefits, nevertheless does demonstrate that the
conditions of post-employment coverage provide little assurance that the laid off
worker, the recession victim has continuity of coverage upon separation.

The immediate problem is infact, a concern for the health of the victim of our
present recession. It obviously Is also of concern to hospitals that they remain
fiscally responsible in order to provide services to all individuals in their com-
munity. We have made preliminary inquiries in a number of states to determine
the impact of unemployment on hospitals. Unfortunately, I am unable to provide
the Committee toddy with meaningful information on the experience of all hos-
pitals or even a statistically significant segment. Our difficulty stems from the
fact that hospitals do not collect such data regarding the unemployed. Further,
because of the short-term continuing coverage that some employers provide fol-
lowing a layoff, we do not believe that what data we have measures the problem
which will be faced in the months Immediately ahead.

Two symptoms of the problem, however, are evident in many areas. The rate of
payment of accounts receivable has slowed in recent months and the increase in
charity work and In bad debts is significant. These factors, of course, are undoubt-
edly Influenced by both unemployment and the general economic situation. Hospi-
tals, which are largely not-for-profit institutions, have during the past several
years experienced a decreased operating margin of revenue over expenses of from
2.2 _percent In 1971 to 0.8 percent in 1973. While these figures are averages, in
1979, 63% of community hospitals in this country had a negative operating mar-
gin or, In fact, an operating loss.

Therefore, while every effort will be made to provide needed services without
regard to ability to pay, the basic capability to provide any services at all depends
on the continued existence of fiscally responsible institutions. Further, revenues
needed to cover the costs of care provided without reimbursement (charity or
bad debts) must be obtained by Increasing charges to paying patients. Unfor-
tunately, government programs such as Medicare do not equitably share in these
costs.

The American Hospital Association has long expressed Its concern with the
failure of the Medicare cost reimbursement system to pick up its poportionate
share of bad debts and charity costs of the institution. The logic behind this
refusal to acknowledge bad debt is Medicare's contention that the program can
only pay Its own costs. While Medicare and other cost-based payers do, in fact,
recognize bad debt attributable to their respective patients, by not assuming a
proportionate responsibility for the cost of providing care to those who cannot pay,
they place a disproportionate responsibility for this cost upon those patients who
pay the actual charges for their services either directly or through private in-
surance. This resultant problem is made even more severe during a period of
recession as the potential for bad debts increases, and an increasingly smaller pop-
ulation is required to assume a greater burden. Certainly the fiscal responsibility
for paying the cost of care for those patients unable to do so because of the loss of
employment and income should be a responsibility shared by all participants In
health financing without regard to the source and character of the payment
mechanism.

LEGISLATIVE PROPOSALS

In an effort to find a solution to the problem, the American Hospital Association,
In Its studies and its analysis of proposed legislation, finds that unfortunately In-
equities appear inevitable in any workable plan of action. We would hope that
congressional hearings on this matter will bring to light some approaches that
will at least minimize these Inequities.

S. 408, Introduced by Senator Bentsen. would incorporate an unemployment
health benefits program Into the existing Title xvrii of the Social Security Act by
providing that an individual-who is entitled to weekly benefits under a federal or
state unemployment compensation plan would be eligible for the same hospital
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insurance coverage provided under Part A of the Medicare program, with deduc-
tion of amounts payable for such services under any other prepayment plan or
insurance policy. A dependent spouse and dependent children Would also be en-
titled to this hospital coverage.

There are several obvious inequities contained in this approach, including:
lack of coverage for unemployed people not eligible for unemployment compensa-
tion; lack of coverage of physician services; and the requirement that hard-
pressed unemployed people would have to make regular Medicare-type copayments
and meet Medicare deductible amounts.

While, as I have stated, some inequities appear inevitable, whatever approach
is decided upon, we are very concerned about the workability of the proposed
program. The Medicare approach in S. 496, for example, would present hospitals
with major operational problems in the area of determining eligibility. The hos-
pital would have to somehow determine that the individual seeking hospital bene-
fits under this new program is indeed receiving cash unemployment assistance or
is the spouse or dependent of such a person. The hospital would have to somehow
be able to determine whether an individual had paid the required deductible
amounts and whether there was continued eligibility in cases of persons who
frequently move on and off the unemployment rolls.

In addition to the operational problems faced by hospitals, S. 496 would also
create major--and perhaps unsurmountable--problems of administration for
the Medicare program. Medicare eligibility is basically geared to permanent
status In the program, a status achieved by attainment of age 65 or of a condi-
tion or long-term disability. A system which would allow for temporary eligibility
geared to unemployment is whol-untried within the Medicare program. The
need to generate a new system on a national basis appears difficult of accom-
plishment within the limited time frames necessary for this proposed emergency
program. In addition, eligibility of spouses and dependent children Is also untried
within Medicare, which is essentially an individual eligibility program. The prob-
lems inherent in this eligibility issue are enormous, and the operational require-
ment for rapid implementation is crucial.

Inclusion of the unemployed within Medicare would place the whole program
in fiscal uncertainty since the method of cost reimbursement and the characteris-
tics of the payment process leave both provider and payer uncertain of revenues
and costs until a cost reporting period is terminated and an audit and settlement
completed. The fiscal expectations of institutions are based upon budgets which
consider historical patterns of the proportionate share of patients under various
kinds of insured coverage. Shifting the basis of reimbursement for a major por-
tion of this population introduces significant shifts in revenues which can require
major modification to pricing structures and cash planning for hospitals. Use of
the- Medicare vehicle for the proposed emergency program would also require
significant modifications to the Medicare program's financial policies.

Similarly, revisions to the present system for collecting cost data under Medi-
care will be required. Past experience has shown that this process is exceedingly
time consuming.

Nor can time be saved by implementing such revisions retroactively. Hospitals
collect and assemble their financial data to conform with requirements of the
existing cost reporting system and are unable to retroactively reconstruct data
neither collected nor reported.

Financial implementation also would be complicated by the need to insure
that the cost of this program would be kept discrete from the basic Medicare
program with its trust fund and Oparate employment tax base. The existing
Medicare program also provides for optional coverage of out-of-hospital medical
costs under Part B. If this coverage is not provided under the proposed emer-
gency health benefits program, crucial elements of service which have been
available to many individuals under employer-sponsored--plans will be denied.
But we recognize that Medicare Part B coverage would give even greater admin-
istrative problems in the collection of the monthly premium and in the deter-
nination of the premium under a situation involving a changing eligible
population and one with dependent spouse and children coverage. In fact, the
relevance of Medicare Parts A and B cost-sharing and benefits packages to a
working population is in question since they were designed for unique segments
of the population, the aged and disabled.

In general, it would appear more prudent to not-disturb Medicare (already
stressed with the implementation of the disabled and renal disease program
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and an entire battery of new regulatory problems) with the population of the
unemployed and their dependents.

While we recognize that the eligibility identification and tracking are not
going to be simple in any program, we believe the state agency which adminis-
ters the unemployment compensation laws, together with the existing employer-
based health plans constitute the best mechanism to administer a program for a
population which they are already serving effectively.

The American Hospital Association believes that the most feasible program
for providing health insurance for the employed would be one which does the
following:

Provides federal funds to make payments to health insurance carriers, or
employers of health and welfare trust, which agree to continue employment-
based health insurance for unemployed Individuals.

Provides continuation of employment-related health insurance benefits for -
each individual who is entitled to receive compensation under federal or state
unemployment programs, Including the special unemployment assistance program.

Provides that the individual and his family receive the same type and scope
of benefits they would have received had the worker continued to be employed.

Provides that the federal government make arrangements to pay insurance
carriers-and when appropriate, employers or health and welfare trusts--to
continue the unemployed worker's health Insurance, plus a reasonable additional
amount for administrative costs.

Provides for arrangements to be made for state unemployment compensation
agencies to certify individuals as eligible for the health insurance benefits pro-
gram. The federal government would reimburse the states for their costs.

Requires unemployed workers whose spouse or parent is employed, to enroll
wherever possible In health insurance benefits through their employment-based
health Insurance program, and receive their health Insurance coverage there
rather than under this federal program.

Expires one year after enactment.
In summary, Mr. Chairman, the American Hospital Association would like to

express Its support for the concept of a temporary, emergency program to pro-
vide health insurance benefits to the unemployed and their families. For the
reasons I have stated, we strongly urge against the use of the Part A Medicare
mechanism, as proposed in S. 490, and we urge, instead, a mechanism similar
to one I have just described which would provide federal funds to extend existing
employer-employee health insurance programs. While such a program, like all
others suggested to date, contains certain inequities, we believe it Is both worka-
ble and capable of early implementation.

We will be happy to answer any questions you may have.
The CHAMIMAN. The next witness will be Mr. Bert Seidman, director

of the department of social security, the AFL-CIO. Mr. Seidman, I
would hope that you could summarize your statement. If you agree
with Mr. Woodcock, for example, I think you could perhaps sum-
marize some of this, and stress the points that have not yet been said
for the record.

STATEMENT OF BERT SEIDMAN, DIRECTOR, DEPARTMENT OF
SOCIAL SECURITY, AFL-CIO; ACCOMPANIED BY RICHARD SHOE-
MAKER AND JAMES O'BRIEN

Mr. SrEMMAN. Thank you very much, Mr. Chairman. I certainly
will endeavor to do that.

My name is Bert Seidman. I am the director of the department of
social security of the AFL-CIO, and with me to my left is Richard
Shoemaker of the same department, who is our expert in the health
field; and Mr. James O'Brien, who is in the same department, and who
is an expert in the unemployment insurance field. There have been
quite a lot of questions related to unemployment insurance, and I think
Mr. O'Brien can help us in answering some of those questions.
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Mr. Chairman, the AFL-CIO welcomes the opportunity to Present
its views with regard to S. 496, introduced by Senator Benten. We are
.fully in accord that something must be done for workers who have not
only lost their jobs, but also their health care coverage under their
employer-employee benefit plans. The unemployed can neither afford
the high premiums for individual health insurance policies, nor the
cost of an illness without insurance. We therefore hope that Congress
will enact, without delay, a program to provide health insurance for
the unemployed.

Now, Mr.' Chairman, we have endorsed S. 625, and we think that
is the best route to go. But we are glad to see that there is a considerable
degree of agreement on the objectives. The objective that I have sensed
here. with the exception of the Secretary of HEW, I am sorry to say,
is that there shouldbe, as rapidly as possible, some way of providing
health insurance for the unemployed who have lost their coverage.

It is true that many collective bargaining contracts provide for a
continuation of health insurance coverage after layoff, but the dura-
tion varies greatly. Some contracts continue the coverage for only a
month. Other contracts continue health insurance protection for a full
year. Duration of coverage may be based upon seniority.

Just last week, the Bureau of Labor Statistics released a study that
showed that fully 60 percent af workers covered by employer-em-
ployee benefit plans can expect no continuation of their health insur-
ance at all. The other 40 percent can expect continuation for at least 1
month, but only 20 percent provide for a continuation for 3 months
or more. There is some possibility of unemployed people getting cover-
age through spouses; 19 percent of the men had a wife who was
employed; 16 percent of unemployed wives had a husband who was
working, and some of these spouses may have had health insurance
coverage which could then apply to the unemployed member of the
family.

We did understand until this morning that HEW had estimated the
cost of covering those on unemployment insurance with health insur-
ance as follows-and I gather now that the estimate is somewhat
changed, but not very much; coverage under medicare, part A, $11/2
billion; coverage under medicare, parts A and B, $2.6 billion; con-
tinuation of existing private health insurance, $1.8 billion; and if
coverage under medicaid for those who did not have group coverage
is added to continuation of existing benefits, then $2.1 billion.

Now, we would like to emphasize that the program we support is not
a substitute, and does not in any way lessen our commitment to our
support for the National Health Security bill, S. 3, introduced by
Senator Kennedy. We regard health insurance for the unemployed as
an emergency program to meet an emergency situation. In fact, if the
Health Security bill had been enacted, we would not be in the situa-
tion we are in today, because it provides for universal coverage and
eligbility for benefits is not based on attachment to the labor force.

'With your permission, Mr. Chairman, I would like to introduce into
the record two statements adopted by the AFL-CIO at executive
council on February 17, 1975. Ae first of these reaffirms our support
for health security, and the second states our policy with regard to
health insurance for the unemployed.

49-891 0 - -5 - 6
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At the time the executive council considered the health insurance for
the unemployed statement, there were only two bills before the Con-
gress, namely S. 496 and S. 625. Ih deciding which bill to endorse, the
AFL-CIO executive council measured the bills against the following
criteria. One, there would have to be an administrative mechanism
already in place to administer the program. Two, determination of
eligibility for benefits would have to be made, in any case, by the
Federal-State unemployment offices. Three, the program should be
relatively noncontroversial. Frankly, we thought that the health in-
surance industry would probably oppose extension of the public medi-
care program, but would favor retaining unemployed workers who
had previously been covered under their employer-employee group
contracts. Testimony before the various committees that has taken
place thus far has confirmed that supposition. We do have the impres-
sion that the groups which are most directly concerned; the American
Medical Association, the insurance industry, the Blues, and so on, are
prepared to undertake this kind of a program. Whether they would be
prepared to undertake a program which involved the utilization of
medicare. I do not know.

I must say that I was very much disturbed to hear the Secretary this
morning, and the very, very negative view that he put forward; and
I would feel that under these circumstances particularly, we would be
taking a great risk if we went the route which involved depending on
the Secretary and his people to get a program underway. And this,
actually, now concerns me even more than before I came in here this
morning.

The AFL-CIO executive council statement calls for an amendment
to S. 625, which the executive council endorsed, in order to provide
health protection under medicaid to workers receiving unemployment
compensation who were not covered by health insurance by their prior
employer: and if your committee does consider S. 625, we would
respectfully request that the committee amend it to include specifica-
tions generally that Mr. Woodcock proposed this morning, and I will
not repeat them now.

S. 496 covers the unemployed only under part A of medicare. Now.
we think that physician services are the most important part of
medical care, and are necessary in order to keep beneficiaries out of
the most expensive component of care, namely the hospital. And there-
fore, if this committee should decide to report out S. 496, in spite of
our preference for the approach of S. 625, we would urge that S. 496
be amended to include part B as well as part A of medicare, and also
that consideration be given to eliminatinL the medicaid deductibles
and copayments, at least for mothers and children.

Mr. Chairman, the AFL-CIO wishes to thank you and the members
of your committee for moving so promptly with these hearings, and
for your concern about the health of the unemployed. And we hope
that the Senate will act with equal dispatch to enact a bill to provide
health insurance for the unemployed.

Mr. Chairman, I would appreciate it if our full statement could
be included in the record, and my colleagues and I would , alad
to answer any questions that you might have.

The CHTAMMAX. Thank you very much, Mr. Seidmftn.
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Of recent date, your group has been taking the view that they were
opposed to a piecemeal approach to health insurance coverage for any
segment of the economy, although you did previously support medi-
care, which was a piecemeal approach in that it did not include all
beneficiaries. And I think you supported extending medicare to the
disabled.

I have been trying to press for legislation that would have made
health care benefits available to all of the poor throughout the entire
country, and those who are near-poor. So far I have not had much
luck in trying to persuade your people to be for that. Is your present
portion consistent with your attitude that you oppose piecemeal legis-
lation in this health insurance area?

Mr. SEIDMAN. We do not regard this as related, Mr. Chairman,
in any way to the question of national health insurance. We continue
to be in favor of universal, comprehensive national health insurance,
along the lines of the health security program. We hope that the
Congress will move on that as rapidly as possible. We certainly do
not buy the viewpoint of this Administration that consideration of
comprehensive national health insurance should be postponed. But
this is an emergency situation involving millions of people. We think
it calls for emergency legislation, which can be enacted as rapidly
as possible, in order that millions of people who have lost their health
care coverage can have it restored to them as quickly as possible for
the duration of this emergency. But this has not changed in any way
whatsoever our commitment to the health security program; and as
a matter of fact, on the very same day that our executive council
endorsed S. 625 as emergency legislation, on the very same day they
reaffirmed their support for the health security bill.

The CHAIM AN. My point is thatso far you, and I believe your greit
organization, which in general does a magnificent job for the working
man of this country, have been taking the view that you did not want
anything that was a piece of something. You wanted all or nothing.

j am in agreement with a lot of what you want to do. However, I
have felt that we must take an incremental approach, rather than do
it all-at one time, just as we did it incrementally when we passed
medicare and medicaid. I think that we ought now to make another
large stride forward. But I have not been able to, in good conscience,
go along and buy your whole program. There are a lot of good things
in your bill that I am willin to support. But I find myself saying, why
can we not pass that much to take care of these poor people, and
then reserve the quarrel about some of the other things for a little
later? You have opposed this. I would have to ask you, is this bill for
coverage of the unemployed not a piecemeal matter itself I It helps
some people, but it leaves a lot to be desired, does it not?

Mr. SEImMAN. Well, we do not regard this as a piecemeal approach
to national health insurance at all; and just as Mr. Woodcock -did, we
acknowledge that what we are proposing is simply continuing some-
thing which we have criticized very strongly. But it is what people
have had up until now. This legislation would not have been necessary
if health security had been enacted. It has not been enacted, and
we want to make sure that these people have at least the limited kind
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of coverage that they had until now, during the period that they are
unemployed and are receiving unemployment insurance.

The CHAIRMAN. Well, I hear you, but I do not quite agree with you.
It seems to me that what you are advocating here, is what I have said
many times myself. I have said it about other measures--and I might
be inclined to feel that way about this one, that it is a good bill as
far as it goes. In the last analysis, that is about all you can say about
any bill. I have not seen any bill that has solved all the world's prob-
lems. I certainly-have not seen any bill that solved all the health
problems since.I have been around here, for 26 years. There is no point
in our belaboring the fact. I think I understand your position, and
you understand mine.

Is the need for health insurance coverage for the working poor and
the unemployed who are not covered by unemployment insurance any
less urgent than that of the unemployed who are covered by the
unemployment system I

Mr. SEIMMAN. I do not think that the need is any less. I think that
the opportunity to get that kind of coverage immediately is very
much less, and I do not think that we should deprive one large group
of people from getting immediate health care coverage-coverage that
they have had all along-because we have not done anything about
some other people.

The CHXefStAN. My proposal, Mr. Seidman, is that we take care
of all of them, the fellows that you have in mind as well as those poor
souls that did not have a job to begin with. What is wrong with that ?

Mr. SEMMAN. Well, I am in favor of taking care of people. It
depends on what you mean by taking care of them. I think that most
of the people who would be covered, for example, by either S. 496
or S. 625, would not be covered for any kind of basic coverage under
the bill that you and Senator Ribicoff have introduced, if that is what
you had in mind.

The CHAIRMAN. That is just not so. We had three facets of that
bill, and one facet of it is to federalize medicaid under Federal
standards, to greatly increase the number of people who would have
it available to them, and to have what we would call a spend-down
available to everyone. In other words, if, a person is not eligible for
medicaid because he has, let us say, earnings $200 above the poverty
level for his whole family, when he has paid the $200 out for medical
care, he would then be eligible for the Government to cover all of
the rest of it.

Mr. SEIDMAN. One of the basic disagreements that we have had-
we have discussed this difference of opinion in this committee in the
past-is that we are not in favor of a means test approach to a na-
tional health insurance program. I think that is a basic part of the
program that you are talking about. And even the bills that we are
talking about here today, S. 496 and S. 625, with all of their imper-
fections, do not involve the means test approach.

The CHAIRMAN. It looks to me as if you have got a means test when
you say that a fellow has got to be unemployed to have the benefit of
this; that is a means test of its own. It seems to me as though it is a
much less fair means test when you say that you have got to be covered
by unemployment insurance. Here is some poor soul that needs health
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coverage twice as bad, and because he is not protected by unemploy-
ment insurance, he isn't covered.

For the sake of human compassion and social justice, how can you
justify denying it to thepoor soul who needs it, when he is in far worse
economic condition, while you are providing it to the fellow who is
covered by unemployment insuranceV

Mr. SEIDMAN. The fellow who is covered by unemployment insurance
has suddenly had his income reduced down to one-third or one-fourth
of what it was before, and is not in a position to go out and get a
private health insurance policy. And that is why we are in favor of
this approach.

The CHAIRMAN. Let us talk about social justice. You want to pro-
vide this benefit to a man who has lost his job and who is drawing un-
employment insurance. Yet here is a fellow who is equally as sick.
He does not even have unemployment insurance. He has got zero. How
can you justify giving it to the person who has got a regular check
coming in, his unemployment insurance, and deny it to some poor soul
that has got nothing, just zero. He is dying.

Mr. SEIDMAN. I am not suggesting that we are in favor of denying
it to these people. That is why we are in favor of the program that
we are supporting, the health security program, which would provide
it to everybody, and as far as we are concerned we were in favor of
the Congress going ahead with the hearings anA the development of
that program 5 years ago, Mr. Chairman.

The CHAIRMAN. All I am saying, Mr. Seidman, is you and your
organization would oppose what I am trying t, do for the poor on
the basis that that is piecemeal legislation, and then you come in with
a piece that is a lot smaller than my piece. How are you going to
justify that? It seems to me as though the least you could do is to go
as far as I want to go and not cover just the person who is drawing
unemployment insurance checks, but the poor soul who is not getting
any money and needs the help worse.

Mr. SEMMAN. In our minds the distinction, Mr. Chairman, is that
your program is what you would regard as national health insurance
for the time being and what we are talking about is simply continu-
ing the coverage that people have had all along and going ahead as
rapidly as possible to put in- a comprehensive program of national
health insurance.

The CHAIRMAN. If we label my bill "emergency," would you go
along with that?

Mr. SEDMAN. I did not hear what you said, sir.
The CHAMMAN. If you label my bill an emergency bill., would you

go along with that? That is the only difference I can see that you
are talking about. You say yours is an emergency, and what I am talk-
ing about is not. If I call mine an emergency, will you go along with itI

Mr. SEmIMAN. I do not think that your bill is an emergency bill,
and I do not think it has been represented up until this time as an
emergency bill.

The CHAIRMAN. I think you have made your position clear, and
that is all we can do. I just submit to you that I would like to do
more for the poor than what you are proposing here. The principal
fault with your proposition is that there are people who are as e-
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serving or more deserving that should not be left out. I hope we can
do something for them.

Now, what happens if the former employer has gone bankrupt?
Mr. SIxDm N. If the former employer has gone bankrupt, then I

would say that S. 625 does not deal with that situation, and I would
say that the worker in that circumstance should be treated the same
as the worker who had no coverage, because if the former employer
went bankrupt, that worker would not have continued to have health
insurance coverage, and therefore he would be in that category.

The CHAIRMAN. In general, do unemployed individuals have higher
claims costs than a comparable group of employed persons ?

Mr. S&IMMAN. I would see no reason that that would be true. Gen-
erally speaking, the unemployed, particularly in this kind of an
economic situation, tend to be younger people, and those who have
been hired the most recently. I would see no reason to think that their
claim costs would be higher.

The CHAIRMAN. I am told that the insurance companies feel that it
would be higher, and they want more money in order to do that.

Thank you very much, Mr. Seidman.
Mr. S~nmw. Thank you, Mr. Chairman.
[The prepared statement of Mr. Seidman with attachments

follows:]

PREPARED STATEMENT OF BERT SEIDMAN, DEc'oR, DEPARTMENT OF SOCIAL
SECuRITY, AMERIcAN FEDERATION OF LABOR, AND CONGRESS OF INDUSTIEL.
ORGANIZATIONS
Mr. Chairman, the AFL-CIO welcomes the opportunity to present its vieue

with regard to S. 496 introduced by Senator Bentsen (D-Tex.). We are fully In
accord that something must be done for workers who have not only list their
Jobs but also their health care coverage under their employer-employee benefit
plans. The unemployed can neither afford the high premiums for individual
health insurance policies nor the cost of an illness without insurance. We, there-
-fore, hope that Congress will enact, without delay, a program to provide health
insurance for the unemployed.

The problem is most serious. There are now 7.5 million workers out of work.
Still another 3.8 million are working only part-time and, according to the Joint
Economic Committee another 800,000 workers have dropped out of the labor
force because they can't find Jobs and ha~e become discouraged. Unemployment
is, therefore, more serious than the official unemployment rate figure of 8.2
percent.

Insured unemployment for the week ended February 8, 1975 increased by
117,300 to a total of 4,986,200 as 88 states recorded higher volumes. The insured
unemployment rate climbed from 7.4 percent in the previous week to 7.6 percent.
This was the highest rate of insured unemployment for any week since March,
1961. One year ago, the volume of insured unemployment was 2,604,300 and the
insured unemployment rate was 4.1 percent.

The economy appears to be slipping into a deeper depression. Investment in
business equipment is down 8.5 percent since September 1974. Investment is down..
because markets are contracting. This reflects the fact that the purchasing power
of the average worker's weekly take home pay has dropped 5.4 percent in the
last year. Investment tax credits can help stimulate investment, but not if there
is no market for the goods and services that new capital investment creates.

The number of workers who have been unemployed for more than 26 weeks has
increased from 6.2 percent of the unemployed in January 1974 to 8.8 percent in
January 1975. The unemployed face the grim prospect of exhausting t-eir unem-
ployment benefits and of being without any income at all. This will cause a further
reduction in demand and a reduction of the gross national product. Labor, gov-
ernment, academic and employer economists as well as economic indicators all
support the expectation that unemployment will continue to increase in the
months ahead.
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The millions of unemployed workers are having a hard time stretching their
meager unemployment insurance checks to pay for food and keeping up rent or
mortgage payments. They certainly can't also shoulder the high cost of the health
insurance they lost at the time or soon after they lost their Jobs.

Many collective bargaining contracts provide for a continuation of health
insurance coverage after layoff, but the duration varies greatly. Some contracts
continue the coverage for only one month. Other contracts continue health insur-
ance protection for a full year. Duration of coverage may be based upon seniority.

The Bureau of Labor Statistics released a study, "Health Benefit Coverage of
Laid-Off Workers," Just last month. The study showed that 40 percent of workers
covered by employer-employee benefit plans can expect continuation of their
health insurance for at least one month, and only about 20 percent provide for
continuation for three months or more.

Among unemployed men, 19 percent had a wife who was employed and 16
percent of unemployed wives had a husband who was working. It can be pre-
sumed that most of these wives had health insurance coverage for the family
through their employers.

We understand that the Department of Health, Education, and Welfare has
estimated the cost of covering those on UI with health insurance as follows:

(Billions)
Coverage-under Medicare Part A only ----------------------------- $1.5
Coverage-under Medicare Parts A and B ---------------------------- 2.6
Continuation of existing private health insurance -------------------- 1.8
Continuation of existing benefits plus Medicaid for those who did not have

group coverage while employed ------------------------------- 2. 1
The above estimates assumed an unemployment rate of 8 percent and that 25

percent of all terminations of employment are in situations where the employer
continues coverage of the laid-off workers. We, therefore, believe these HEW
estimates may. be on the high side because the BLS study indicates 40 percent,
and not 25 percent, can expect continuity of coverage for at least one month. On
the other hand, HEW estimates as to the rate and duration of employment may
be underestimated which would understate costs

Not only would the health care needs of the unemployed be served by a program
to provide continuation of health insurance coverage for laid off workers, but so
would the financial needs of hospitals and other providers. Hospitals, in par-
ticular, are now being faced with a mounting burden of unpaid bills as more
and more of the unemployed do not have the resources to pay for their hos-
pitalization. More and more unemployed workers are forced to apply for coverage
under the Medicaid program. This is putting an increasing burden on the states
when they are already hard pressed to meet their financial obligations.

It is to be emphasized that the program we support should not be considered
as a substitute for nor a lessening of our-commitment in support of the National
Health Security bill (S. 3) introduced by Senator Kennedy (D-Mass.) with
many cosponsors. Health insurance for the unemployed should be considered
an emergency program to meet an emergency situation. In fact, if the Health
Security bill had been enacted, we would not be in the situation we are in today.
Unlike other national health insurance bills, S. 3 provides universal coverage.
and eligibility for benefits under the program is not based on attachment to
the labor force nor conditional on a record of employment.

The AFIiCO position is that we have an emergency that needs to be dealt
with now. At the same time, we urge that hearings be held as promptly as feasible

-ouiizitional health insurance in order to arrive at a permanent solution for the
unemployed and everybody else. With your permission, Mr. Chairman, I would
like to introdue into the record two statements that were passed by the AFI--
cro Executive Council on February 17, 1975. The first of these reaffirm our
supporTor-He-th Security and the second states our policy with regard to health
insurance for the unemployed.

At the time the Executive Council considered the Health Insurance for the
Unemployed Statement, there were only two bills before Congress; namely, S. 496
introduced by Senator Bentsen (D-Texas) and S. 625 introduced by Senator
Kennedy (D-Mass.). In deciding which bill to endorse, the AFL-CIO Executive
Council measured the bills against the following criteria:

1. There would have to be an administrative mechanism already in place to
administer the program.
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2. Determination of eligibility for benefits would have to be made in any case
by the Federal-state unemployment offices.

8. The program should be relatively noncontroversial.
Both S. 496 and S. 625 meet criteria (1) and (2) above, but S. 496 would likely

generate some opposition. It was felt that the health Insurance industry would
probably oppose extension of the public Medicare program but would favor retain-
ing those unemployed workers who had previously been covered under their
employer-employee group contracts. Also, any change in benefit structure would
likely generate some opposition. Coverage under Medicare would mean many
workers would have better health insurance than they had before, but many
would have poorer coverage. By maintaining benefit levels at exactly what they
were prior to layoff, every unemployed worker would have exactly what he had In
the way of health benefits when he was employed. In other words no one would
be hurt, and no one would gain more than he had before. The AFL-CIO Execu-
tive Council favored a noncontroversial bill that could be enacted as fast as
possible and S. 625 best met this criteria.

Events have indicated the Executive Council made the right decision. Repre-
sentatives of the providers and of the insurance industry have indicated to us
they will, in general, support a bill along the lines of S. 625.

The Senate Finance Committee has Jurisdiction over Medicaid. The AFL-CIO
Executive Council statement calls for an amendment to S.625 in order to provide
health protection under Medicaid to those workers receiving unemployment com-
pensation who were not covered by health insurance by their prior employer.
Should the Senate Labor Committee refer S. 625 to this Committee for amend-
ment we respectfully -request that the Committee include the following
specifications:

1. Receipt of unemployment compensation and lack of prior coverage under
an employee-employer health benefit plan should qualify the applicant for Medic-
aid without an income or asset test.

2. The full cost of Medicaid benefits for the unemployed should be borne by
the Federal government without cost-sharing by the state. The state should be
reimbursed in full for the administrative costs of the program.

S. 496 covers the unemployed only under Part A of Medicare. Physician serv-
ices are the-most Important part of medical care and are necessary in order to
keep beneficiaries out of theh-ost expensive component of care; namely, the hos-
pital. If, therefore, the subcommittee decides to report out S. 496 in spite of our
preference for the other approach, we would urge S. 496 be amended to include
Part B as well as Part A of Medicare. Lastly, consideration should be given to
eliminating the Medicare deductibles and copayments, at least for mothers and
children.

The AFL-CIO wishes to thank you, Mr. Chairman, for moving so promptly
with these hearings and for your concern about the health of the unemployed.
We hope the Senate will act with equal dispatch to enact a bill to provide health
Insurance for the unemployed.

STATEMENT 1Y THE AFL-CIO EhMoUrVu COUNcIL

HEALTH INSURANCE FOX THE UNZMPLOYZD

There are now 7,5 million unemployed workers in the United States, 8.2 per-
cent of the labor force.

According to the Library of Congress more than 0 percent of the workers
laid off during 1974 lost their health Insurance coverage. A survey of health
insurance contracts indicates at least two out of three workers have no health
insurance after being unemployed for one month or more. Thus, if unemployed
workers wish to continue their health insurance after coverage is terminated,
they must pay the premium, usually at exorbitant indiviTual rateL, at a time
when they are financially pressed and least able to do so.

Stripped of their group coverage and denied Medicaid because they are not
poor enough, a serious illness in the family could leave some unemployed workers
bankrupt. Many will postpone needed medical care for themselves and their
families because they won't be able to pay sky-high doctor bills with meager
unemployment insurance checks. This situation Is intolerable and would not
have existed had Congress enacted Nationnl Health Security which provides
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health benefits for all residents of the United States whether they are em-
ployed or unemployed.

The AFL-CIO Executive Council, therefore, calls upon Congress to give highest-
priority to early enactment of the Corman-Kennedy Health Security Bill (H.R.
21 and S. 3). However, there is no way that the Health Security program could
be implemented, even if passed immediately, for at least one year. Therefore,
at Its meeting last month, the AFL-CIO General Board called for Federal legis-
lation to provide health care to the millions of workers who lose their health
insurance coverage under employer-employee plans when they become
unemployed.

A bill (S. 625) Introduced by Senators Kennedy (D.-Mass.), Williams (D.-
N.J.), Javits (R.-N.Y.) and Schweiker (R.-Penna.) would simply extend existing
or prior coverage provided by the unemployed worker's last employee-employer
health benefit plan. The premium cost for continuation of thu coverage would
be paid from Federal general revenues. The program would be administered
by the existing unemployment insurance offices and could be implemented almost
immediately after passage.

Enactment of this bill would meet the critical need for the continuation of
health insurance protection for the unemployed. But many jobless workers didn't
have headlh care coverage when they were working and now that they are
living on meager unemployment Insurance payments certainly cannot afford to
obtain it. To meet the health care needs of these Jobless workers and their
families. S. 625, when enacted, should provide for their coverage under Medicaid.

With this necessary change, the AFL-OIO Executive Council, therefore, en-
dorses S. 625 as an emergency program to assure health care coverage for the
unemployed and their families.

HEALTH SECURITY

The Congress must Ignore the President's veto threat and begin immediate
consideration of national health insurance legislation.

The health of the American people is just too important for further delay.
National health insurance was a major issue In the 1974 elections. A majority

of the members of Congress promised their constituents they would seek early
action on national health insurance and pledged their support to one of the
many bills that have been introduced.

We expect they will keep their pledge.
The AWL-0IO reaffirms its wholehearted support of the National Health

Security program Introduced in 94th Congress as H.R. 21 In the House by Rep.
James Corman and as S. 8 in the Senate by Sen. Edward Kennedy.

We support Health Security because it is the only program that would pro-
vide quality health care as a matter of right for all Americans, financed through
tried, proven and accepted social insurance principles.

Only Health Security provides universal coverage; a comprehensive, simple
standard of benefits; strong cost and quality controls; no deductibles and no
coinsurance; reform of the health care delivery system; and strong consumer
representation.

Only Health Security, of all the proposals thus far presented, would provide
comprehensive coverage for unemployed workers when they lose their employer-
employee health insurance because they are laid off.

Additionally, the Health Security bill reintroduced this year has been Im-
proved and strengthened without compromisiLg principles we believe essential
to national health insurance.

The new bill Includes the following Improvements over earlier versions:
1. Sound financing through an Increase In the ceiling on individual contributory

taxes from $15,000 to $20,000.
2. Grants for local nonprofit agencies to develop and provide social care serv-

ices to the aged and chronically Ill.
3-- S. Protection for the employment and benefit rights of employees in health

care Institutions.
4. Use of free-standing centers for treatment of alcohol and drug abuse,

family planning and rehabilitation as providers of health care.
5. Participation of optometrists and podiatrists as eligible providers under

the regulation of the Health Security Board.
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We reject the claims of the Administration that social progress must be
postponed in times of economic difficulty. Millions of Americans cannot obtain
or afford medical care. They need help as soon as possible.

The Congress has a responsibility to the people to develop a national health
insurance program. We call on the Health Subcommittee of the House Ways
and Means CoMrhittee, where the action starts, to begin hearings immediately.

The CHAIRMAN. Next we will call upon Mr. Malcolm C. Todd, M.D.,
doctor and president of the American Medical Association.

He will be accompanied by Dr. Russell B. Roth, M.D., immediate
past president of the AMA and by Mr. Harry N. Peterson.

I am happy to see you gentlemen with us again. We would be
pleased to know what your'views on this proposal are. 4

STATEMENT OF DR. MALCOLM C. TODD, PRESIDENT, AMERICAN
MEDICAL ASSOCIATION; ACCOMPANIED BY DR. RUSSELL B. ROTH,
IMMEDIATE PAST PRESIDENT, AMERICAN MEDICAL ASSOCIA-
TION AND HARRY N. PETERSON, DIRECTOR, DEPARTMENT OF
LEGISLATION, AMERICAN MEDICAL ASSOCIATION

Dr. TODD. Mr. Chairman, I am Dr. Malcolm C. Todd, president of
the American Medical Association, -and with me on my left is Dr.
Russell B. Roth, immediate past president of our association, and
Mr. Harry N. Peterson, the director of our. department on legislation.

We are very pleased to have this opportunity to join members of
this committee in seeking a solution to the health insurance needs of
the unemployed. I have a prepared statement. Mr. Chairman. that I
would like to have introduced into the record, but in the interest of
time, perhaps we could make a few comments that would be pertinent
to this issue, and then I would ask that you might direct questions to
my colleagues that are here.

First of all, we sense the problem of health insurance for the unem-
ployed is one of necessity. Second, we believe it should be self-limited,
that it should indeed be short term and of not more than 1 year's time.
Certain views were expressed on this this morning and yesterday, and
I think that you would share with us the view that any program of
this type would have to resolve the difficulty of cutting this program
off, and we certainly share this view.

I think that it is obvious that there are two options that your com-
mittee must consider at this time. One is to go the medicare route,
and the other is the unemployment compensation route. The American
Medical Association prefers the latter. There are always a great num-
ber of administrative problems any way that you go, and the AMA
does not want to take a position to tell you how this should be done,
but I think that the previous discussion and our concerns are certainly
shared by your committee. There will be a great many administrative
difficulties encountered, regardless of which way is taken.

The actual subject of tax credits have been introduced and men-
tioned in both testimony yesterday and today. This is, of course, a
new aspect in this, but there is a possibility that this could be dis-
charged to the employers, and then they would be given a tax credit
from their own returns. -

I think that one other observation that is extremely important in
regard to the unemployed, if they were placed under the medicare
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program, is the fact that under Public Law 92-603, the premiums for
part A were set at $33 monthly for each individual not otherwise
covered. Since then, under theformula there established, the premium
has risen to the current $36 monthly charge, and is scheduled to rise
to $40 on July 1. The other point is, of course, medicare is geared to
individual coverage and not to group coverage, per se.

Once again, Mr. Chairman, I would like to stress the emergency
nature of the program the fact that a need does exist today, and that
to be effective, action on this measure must be expeditious. In the
interest, of timeliness, it is imperative that the program be built within
and as an extension of the existing system, utilizing the existing pro-
grams and agencies to effectuate and accomplish the goals that are
sought in this legislation.

Mr. Chairman, Dr. Roth, and Mr. Peterson, and I will be pleased
to respond to any questions you might have, and let me assure you
we will be willing to work with you in any way to resolve this problem.

The CHAMMAzN. Thank you very much. Any questions, gentlemen I
Senator ByiD. Thank you, Mr. Chairman.
Doctor, you mentioned that this should be a temporary program. Is

that the way you discussed it: an emergency, temporary program?
Dr. ROTH. Correct.
Senator Bmi. What do you mean by temporaryV
Dr. RorH. Senator Byrd, we have basically agreed that the time

limit should probably be the end of June 1976. We are showing op-
timisin in hoping that by that time there will be some fundamental
changes in the unemployment situation.

We recognize as well as anyone that when one starts a program in
Government, the difficulty is to stop it. It seems-to me there are some
terminal points. Certainly, if a program of national health insurance
were enacted, most everyone has agreed that that would have the
effect of terminating any temporary program. This would be true if
our own proposal from the American Medical Association were
adopted, because this would put good insurance coverage within the
reach of everyone financially.

So we trust that we are not being naive, that if a termination date
is put into the law, it will indeed terminate at that point.

Senator Bw. Thank you.
The CHAIRMAN. Senator Bentsen I
Senator BENTSpN. Thank you, Mr. Chairman.
A number of us are concerned, as you are, I know, about continued

CO inflation in health care costs. Now, if we have an emergency measure,
as-wv are talking about here, if it was free of the cost controls of medi-
care, do you not think that would exacerbate the inflation problem
morel

Dr. Rom. If I may also respond to that, Senator Bentsen, we are
fully aware of that, and we have taken the position that if our infor-
mation is correct and if the unemployment sitdition picture is as dire
as we are assured it is from statistics from Government, then we dofeel that there is a problem not only for the people covered, but also
for the institutions that are involved in providing this service. And
we have heard the position taken by the Administration and so volubly
set forth this morning by the Secretary that they are, among other
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things, not in the position to afford this and take the added inflationary
pressures at this time.

If indeed this is true-and this will depend on your judgment and
not ours-but if it is true, rather. than see the entire program shelved
and nothing done, we have suggested that one way in which expendi-
tures might be limited is to make this truly an emergency kind of a
proa. In

1oMw, the chairman in jest suggested that you might put an emer-
gency label on other programs, but it seems to me that-

The CHAIMMAN. I was thinking, if I might interrupt, just to be sure
you understand-I was thinking if we called my bill an emergency,
maybe we could get mine through.

Dr. ROm. Yes, sir, I appreciate that, and we are suggesting that if
the Administration feels that the fiscal limitations on this issue are the
paramount consideration, rather than do nothing about it, we make
further efforts to contain the costs of the measure; and so we would
be willing to suggest that you should consider limiting the benefits of
this emergency program to problems of medical necessity.

Senator BENWhBN. How do you decide where to draw the line on
medical necessity

Dr. Rom. This is decided every day, many times in every hospital
in the land. If I call the-admitting office for a patient, the first ques-
tion to me is, "Doctor, is this an emergency" If it is not, if it is an
elective procedure (let us say surgery) and there is no emergency
about it, I will get an appointment date, an admission date 3 weeks
froin my initial call.

However, this has to be a professional decision. There is no way of
avoiding the responsibility, and I assure you it is not a legislatively
mandated responsibility tat we would be happy to take on. But if

-this is what is necessary in a program, we will suggest thinking about
ways and means of accomplishing this goal.

Senator BP.NTSEN. You talk about elective services and suggest that
the program not cover them. Is that in part what you were just talk-
ing aboutV

Dr. Rom. This is precisely what I am dealing with, yes, sir.
Dr. TODD. I think this would have to be a professional judgment,

Senator Bentsen. We have to make this decision every day with our
patients and our admissions to hospitals and treatment that they re-
ceive, as to whether this is routine medical care or whether it is an
emergency medical care procedure that has to be undertaken.

Senator BENTSEN. Of course, I was looking very much at costs too,
and that is why I put only medicare part A in the bill, andT was also
looking at the. administrative problems that would come about from
including part B.

You point out that medical care would not be covered in S. 496.
If the benefit package were expanded to include inpatient physician
services, would you feel any different toward the legislation?

Dr. RoTrIT. Well, Senator, I would say that since we are advocating
meeting this emergency. and we are favoring the alternative, or an
alternative route of doing this under the employment compensation
approach, which would extend the coverage to Which the previously
employed individual had been the subiect. that the answer to this ques-
tion has to be yes, because I do not think that there are any, of at least
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not many, fragmented programs. Most of them where they are based
on employer-employee financing or negotiation, cover medical services,
as well as hospitalization.-

Dr. TODD. Another consideration, Senator, on the medicare ap-
proach, would be the fact that part A of course is not voluntary, and
part B is a voluntary approach. You do not have all covered under
that approach. This would constitute some administrative problem.
oSenator BENTSEN. I do not believe your statement got to the point
of the unemployed who did not have previous health insurance cover-
age. Did you get into that in your statement t

Dr. RoTm No, sir, this is one of the recognized-
Senator BENTSEN. What would you do about this?
Dr. Rorii. Well, unhappily this is one of the numerous shortcomings

in this emergency issue, and I suppose you can only cope with that in
the longer range national health insurance approach. I doubt that you
can encompass it in an emergency bill, but if they did not have any
while they were employed, they are not worse off in that particular
respect now.

Senator BEN.-sFN. Well, you know, my bill does cover it.
Dr. ToDD. That is a good point, Senator.
Senator BENT"SEN. Well, let me say, gentlemen, I am appreciative

of the positive things that you have offered in this statement, even--
though you do not favor my particular solution to the problem.

Thank you very much, Mr. Chairman.
The CHAIRMAN-. That concludes these hearings. Thank you very

much, gentlemen.
[The prepared statement of Dr. Todd follows:]

PREPARED.k4TEMENT OF THE AMERICAN MEDICAL AsSOCIATION BY
MALCOLM C. TODD, M.D.

Mr. Chairman and Members of the Committee:
I am Doctor Malcolm C. Todd, President of the American Medical Association.

--With me are Doctor Russell B. Roth, immediate past President of the American
Medical Association, and Doctor Ernest T. Livingstone, Chairman of our Council
on Legislation, who will join in responding to any questions which you may have.
Also accompanying us is Harry N. Peterson, Director of our Department of
Legislation.

-We are pleased to have this opportunity to Join with members of this Com-
mittee in seeking a solution to the health insurance needs of the unemployed. The
current recession has imposed a tragic toll upon society. The 8.2% unemployment
rate, the double digit inflation of the last year, and the specter of further
economic decline have challenged the continued enjoyment of a way of life which
we as a society so shortly ago assumed to be invulnerable. The cold statistics
recording business failures, declines in real disposable income, Increases In un-
employment and In federal deficits, and similar data, however, do not reflect
the full and personal Impact of this recession upon individuals and their families.Because of its seriousness the nation as a whole is aware that prompt action Is
required to reverse this situation. Unified efforts are essential In preventing
further-economic declines and in reducing the human suffering increasingly
prevalent throughout society.-The medical profession is committed to these goals.

As this Committee Is aware, the American Medical Association has supported
legislation for comprehensive national health insurance in the previous three

.- Congresses. Another American Medical Association bill will be presented shortly
to this Congress. All of us have participated in an ongoing discussion aimed st
making high-quality health care available to all American&-The debate has
extended over many years. As a consequence, during this interim period, valuable
Insights have been gained and many factors affecting our delivery system have
been improved. Moreover, because of this extended discussion I would suggest



90

that perhaps costly errors great in magnitude and irreversible in nature have

been prevented. Further consideration is in order if we are to develop a fiscally

sound, humanly responsive, and publicly accountable national health insurance

system.
New factors have now been introduced into this debate. Seven and one-half

million Americans are now unemployed, and their continued health insurance,

provided through past employment, is jeopardized by termination of employ-

ment. Thus, the plight of these individuals calls for fast remedial action. We

urge that a system of temporary health insurance for the unemployed be enacted

to alleviate existing strain and suffering while allowing us to continue our efforts

to develop the best possible insurance legislation for the long run.
As I have stated, the individual crisis of unemployment has been compounded

by the loss of health care insurance for millions of workers.
From these circumstances we can reasonably infer that all possible expend!-

tures are being deferred by those families and that each such family live in

fear of incurring health expenses for which they cannot pay.
The magnitude of this problem is compounded in the fact that some health

care institutions of this country are approaching fiscal jeopardy. Also, private

health insurance plans, faced with loss in membership, will be less able to spread

the risk and may find that their premium structures are inadequate to the task

before them.
It is incumbent upon us to devise a method under which health coverage is

continued for the unemployed individual and his family, and to afford such

protection without disruption to the health delivery system.
Mr. Chairman, most families are, under normal circumstances, covered by em-

ployer-employee health insurance coverage. Accordingly, the large volume of

practical experience with respect to health insurance contracts lies within the
context of the standard employer group health system. A temporary health insur-

ance program could be placed in operation on an expedited basis by taking advan-
tage of the expertise of the private sector and by maintaining a system of coverage
familiar to consumers. Thus, we are advocating that a temporary program be
instituted which would, during the period of unemployment, continue the worker's
insurance coverage for himself and his family. We therefore support legislation to

accomplish this desirable goal, and we believe that any such program should be
built upon the existing unemployment compensation system, one which affords a
ready mechanism for implementation of a temporary program.

There is contained within the unemployment compensation system an existing
mechanism for identification of claimants as eligible, and for determining the
period of eligibility based on compensation benefits. The state agencies which
administer the unemployment compensation program can assume an effective role
in administering the program to make insurance protection available to unem-
ployed persons and their families. While the program will be funded from the
general revenues of the federal government, premium can be paid on the basis
of certification of entitlement by the state unemployment compensation agency.

It has been suggested that a simple extension to the unemployed of Part A
insurance coverage under the Medicare program would solve our immediate diffi-

culty. This approach is taken in S. 496. Such coverage would restrict the benefits
to hospital care. While hospitalization does represent the highest cost element in
health expenditures, major pitfalls are inherent in such an approach. For one
thing, hospital care contemplates medical care, as well, and such medical care-
would not be covered. For another, any proposal which would condition the pay-
ment for services upon a hospital admission could only be expected to increase
pressure for utilization of expensive care facilities and further aggravate infla-
tionary costs.

Moreover, the administration of a temporary health insurance program through
the enlistment of the Medicare bureaucracy would place an immediate and intol-
erable burden upon an already strained bureaucracy. Procedures and benefit struc-
tures familiar to patients under their normal insurance coverage would be
replaced with the unfamiliar and complex Medicare format. This would entail
a massive public education campaign. Evidence of eligibility would have to be
prepared, issued, and certified; and current evidence indicates that the Medicare
system is ill-equipped to accoMlish such a vast undertaking, especially in an
expeditious manner.

It would be far better, in meeting the needs on an~immediate basis and within
the context of a temporary program, for the federal government to assume the
financial obligation of paying for a continuation of existing insurance coverage
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ment compensation agencies. This calls for action which preserves the agencies
and economies of employer group health insurance and would protect these plans
from financial destruction or prohibitive premium increases.

One additional observation is pertinent to including the unemployed under the
Medicare program. Under P.L. 92-003 the premium for Part A was set at $83
monthly for each individual not otherwise covered. Since then under the formula
there established the premium has risen to the current $36 monthly charge and
is scheduled to rise to $40 on July 1. As you know, Medicare is geared to indi-
vidual coverage and not group coverage. Thus, the premium for a family of 4
on July 1st could come to $160 monthly, or $1,920 annually, and this would cover
only Part A benefits. Granted, a new age factor with attendant variances in ex-
pected utilization, would pertain and apparently the premium structure would not
be the basis for payment. Nevertheless, we are left with speculation and conjec-
ture concerning the cost and utilization of the projected coverage. We think it
would be unwise, for this and other reasons, to introduce into the Medicare pro-
gram unpredictable elements. We recommend that S. 496 not be adopted and that
the unemployed not be blanketed into the Medicare program.

Mr. Chairman, I want to point out one additional feature of our proposal,
which has been introduced in the Congress, providing for a continuation of
coverage through employers. Through this bill we have suggested, as an item for
discussion at hearings, that coverage should not be made for elective services. I-
want to put this into perspective, and to stress that this should be considered in
the light of increasing national budgetary problems. We would not want all help
for the unemployed to be sacrificed because of charges that a full -continuation
of coverage would be too expensive. Thus we have suggested consideration of
reduced benefits by eliminating coverage for elective services. However, if the
Congress should determine that the government has the financial capability of
meeting the cost of continuing benefits at the level of coverage-existing at time of
termination of employment we would certainly support such action.

In closing I want again to stress the emergency nature of this program. The
need exists today and, to be effective, action on this measure must be. expeditious.
In the interest of timeliness, it is imperative that the program be built within,
and as an extension of, the existing system, utilizing existing programs and
agencies to effectuate and accomplish the goals sought in the legislation before
you. Theprogram should not be encumbered with such considerations as PSRO,
Medicare regulatory controls, or other undue governmental regulations. The
program should be retained in and operated through the existing private mecha-
nisms to best accomplish the immediate goals.

Mr. Chairman, we will be pleased to respond to any questions which the com-
mittee may have.

Senator BmY. Mr. Chairman, could we have the record show that
the Senate was in session and voting a great deal during the entire
time that this hearing has been in progress, and for that reason some
of us have not been able to be here for the entire committee meeting,
since you cannot be in two place at the same time.

Senator BENTSEN. Mr. Chairman, I would like unanimous consent
to introduce a letter from the International Brotherhood of Team-
sters in support of the legislation.

The CHAMRMAN. Without objection, agreed.
[The letter referred to by Senator Bentsen follows:]

ITERNATIONAL BROTHERHOOD OF TE&MSTEgS,
CHAUFFERS, WAREHOUSEMEN & HELPERS OF AMERIoA,

Washington, D.C., February 14, 1975.
Hon. LLOYD BENTSEN,
U.S. Senate,
Washington, D.C.
-DEAR SENATOR BENTSEN: Yesterday we concluded our- Emergency Economic
Conference and among the resolutions adopted was a call for the Congress to
"Enact Emergency Legislation to provide hospitalization to the unemployed."
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Like yourself, we do not believe such a measure should in any fashion delay
the enactment of a comprehensive National Health Insurance Law.

We belive any bill to provide Emergency Health care to the unemployed must
give due recognition to: (1) The nature of the cost of such a proposal; (2) The
equities of all unemployed workers; and (3) The temporary nature of the
measure.

On balance, we believe your bill, S. 498, is the most realistic approach in this
area, and our reasons are these:

First, according to your introductory remarks enclosed, the bill, when enacted,
will cost something on the order of $2.1 billion. By any measure, this is a con-
siderable sum. Yet the costs of medical care have grown to such proportions in
recent years your estimate may be understated.

In that connection, it is our view that your bill contains two very important
cost-saving features, one being the use of an existing bureaucracy to administer
the proposed legislation and the other being an existing benefits formula-
Medicare-for payments to unemployed workers.

In addition, the use of existing standards will reduce the opportunity foes
of national health insurance might have to delay implementation of that program.

Our second reason for supporting your bill is closely related to the first. The
benefit formula of Part A of Medicare will ensure that all workers receive
equal treatment. We realize there are some proposals which would favor some
workers over others, but owing to the importance of enacting this legislation,
fairness for all should be the foremost standard. Also, any multi-tier approach
would tend to increase administrative costs and decrease benefits.

Finally, we would again stress the emergency nature of this proposal. Your
time limitation of one year from date of enactment appears to be a very
sensible approach to the situation; If at the time of the expiration of the
Emergency-oriented law, adverse conditions remain, we believe the matter should
be considered together with the comprehensive National Health Insurance Bills.

In closing, we would again urge speedy adoption of S. 496; and if we can be
of assistance in this matter, please contact our office.

Thank you.
Sincerely,

FRANK E. FITZSIMMONS,
Geneml President.

[From the Congressional Record. Jan. 30, 1976]

(By Mr. Bentsen)
S. 496. A bill to amend the Social Security Act so as to provide, for a 1-year

period, hospital insurance coverage under medicare for unemployed workers
and their families. Referred to the Committee on Finance.

MEDICARE COVERAGE FOR THE UNEMPLOYED

Mr. BENTSEN. Mr. President, during the calendar year from December 1973
to December 1974 total joblessness in this country increased by over 2.1 million
individuals.

The jobless rate now stands at 7.1 percent as opposed to 4.8 percent only a
year ago; that represents one of the steepest climbs in unemployment since the
Second World War.

The rapid escalations 1n unemployment have created some severe economic
dislocations in our economy: unemployment compensation applicants have
swelled dramatically, more working class individuals are turning to food stamps,
and the social services in our society are being compelled to serve a broader
range of people.

Congress has taken-some significant steps to address the problems of the 6.5
million men and women out of work. We have passed major public works em-
ployment legislation, and we have extended unemployment compensation benefits.

There is, however, one major gap in our efforts to protect the unemployed,
and that is in the area of medical coverage. According to Library of Congress
estimates, it is probable that more than 1.74 million -workers have lost their
hospitalization coverage since December 1973. and this figure does not, of course,
include the workers whose coverage had lapsed prior to that time.

For the unemployed man or woman who confronts the possibilities of a de-
bilitating illness while uncovered by medical insurance, the anxieties are con-
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siderable. Hospital costs have tripled in the last 10 years. A day in the hospital
cost, on the average, $33 in 1960, but in 1970 it cost $115. The costs of health
care have escalated at twice the rate of the rise in the cost of living. Many of
the newly unemployed are ineligible for medicaid, and, if they are, they find that
the coverage fluctuates widely from State to State. Therefore, they find checks
that may range from $90 to $125 per week, and unable to afford the high costs
of purchasing health insurance policies for themselves or their families.

If they or members of their families require hospitalization, they find fre-
quently that group hospitalization and-surgical plans cease their coverage at
the end of the calendar month in which termination of employment occurs. Ir.
fact, then, they are open to the possibilities of enormous debt and to the reality
that hospitals may refuse to admit them without health insurance coverage.

I have long been on record arguing that we need a comprehensive national
health insurance program, which would address these critical problems in a
uniform way. I believe that we must be particularly concerned with the plight
of the 25 to 30 million Americans who have no health insurance coverage what-
soever, many of whom are on welfare and ineligible for unemployment compen-
sation.

The hard fact, is however, that we may not have a major health insurance
bill before us for some time. To meet the urgent problems of the unemployed,
we are going to require an emergency, stop-gap health insurance program.

Today, I am introducing such a measure. It attempts to treat in an equitable
way the millions of unemployed workers and their dependents who require pro-
tection against the burdens of hospital costs.

It is in no way a substitute for national health insurance; the high priority
for that program still exists. It is, rather, an attempt to meet an emergency
situation in the fairest possible way.

Briefly, the bill provides that an individual, if entitled to weekly benefits
under a Federal or State unemployment compensation plan, would be entitled to
be enrolled in the medicare, part A, program, which is directed to hospital costs.
A dependent spouse or a dependent child or children would also be entitled to the
basic medicare coverage, and in addition to that, they could receive a maternal
and child health benefit package which would be devised by the Secretary of
HEW.

All of the deductil~les and co-payments under medicare would apply to these
newly covered individuals.

To avoid unnecessary costs, benefits under the proposal would not be paid to
the extent that any prepayment plan or insurance policy is still in effect, follow-
ing termination of the individual's employment

General revenue funds would be appropriated to the Federal Hospital Insur-
ance Trust Fund in order to place in the fund the amount necessary to leave
it in the same position it would have been in if the proposal had not been in
effect.

Because the bill is designed as an emergency measure, it will be effective
only for the 12-month period after the law is enacted.

Mr. President, it is obvious that any program developed for an emergency
will result in some inequities. We recognized that when we passed the emergency
public employment measure. But if we wait for comprehensive long-term health
insurance bill, we may well end by helping neither the very poor nor the unem-
ployed over the near term, and the problem is a near-term problem.

I have considered other proposals before advancing this one in its present
form. Although I remain open-minded-on the final structure of this program, I
believe that-using medicare has several advantages. In the first place, it is an
In-place system, which would not require an additional layer of bureaucracy. It
has a standardized benefit package, which means that all who take advantage
of it will fare equally. Finally, it covers the most essential hospital services:
Operating and recovery room costs, lab tests, radiology services, medical sup-
plies, and a wide range of rehabilitation services.

If we find that the final cost estimates from HEW can be revised downward,
we stand ready to amend the final benefit package.

We have received a preliminary estimate that the coverage under part A
-would require some $2.1 billion in general revenues, but these estimates are cur-
rently being refined. I recognize that this Is a substantial sum, but I believe that
the need for the legislation is so compelling that we are justified in offering this
kind of protection to the millions of unemployed now facing an uncertain eco-
nomic future compounded by the fears that catastrophic illness will eat up
whatever savings they now have.

40-801 0 a 1 - T
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I intend to continue to press for comprehensive health insurance, but we can-
not allow this program to await the outcome of the debate on that issue, which
promises to be long and protracted.

I commend to my colleagues this legislation and invite their cosponsorship.

[Whereupon the hearing was recessed subject to call of the Chair.]



Appendix-Communications Received by the Committee Expressing an Interest
in These Hearings

STATEMENT BY TIM LiE CAsTER, A REPEENTATIVE IN CONGRESS FROM THE
STATE OF KENTUCKY

I would like to thank you, Mr. Chairman, for inviting me here today to give
testimony on this very crucial issue for millions of Americans.

As testimony here no doubt will show, firm statistics are difficult to pin down
on the exact magnitude of the problem which the legislation I have sponsored,
H.R. 3932, and that proposed by other members of Congress, seeks to alleviate.
However, we do have approximately 7.5 million persons currently out of work,
with 3.8 million of those laid off. And, a U.S. Bureau of the Census survey three
years ago estimated that up to 70 per cent of the work force had private health
insurance coverage through their place of work.

Loss of a job usually means the end of group health insurance coverage as
the policies are contingent upon employment. While most carriers provide for
conversion of a group policy to an Individual one, this means greater expense
for individuals just at the time they will be receiving a redu-ed income through
unemployment compensation.

The advantage of group plans provided through one's employer is that such
coverage is substantially less expensive than comparable coverage purchased on
an individual basis, in part because the employer frequently shares in the cost
of his employees' coverage. To convert to an individual policy then, an unem-
ployed person not only would have to allocate money from his substantially re-
duced income, he would do so through absorbing the cost previously borne by his
employer.

A survey by the Washington Business Group on Health of 127 of its partic-
ipating employers draws the conclusion that even with employer-paid exten-
sion plans during lay-offs, "the replies indicate that, with a few notable excep-
tions, the employee will either have no health benefits or will be paying 100
per cent of the premiums within 90 days." I think that it is clear that the
majority of workers laid off and facing the prospects of continuing to meet
mortage or rent payments, provide food and clothing for themselves and their
families and make payments on previous purchases will fall into the former
category.

As a physician and a 10 year member of the House health subcommittee, I
have a very particular concern for the health and well-being of our people. It
is this concern which has prompted me to join in support of providing for the
medical needs of our eligible unemployed workers through extending the hos-
pital insurance under Medicare to them and their families.

I favor this approach because of the relative simplicity of its administration
and, especially, because of its comparatively lower cost.

It should be relatively simple to administer because no new bureaucracy would
have to be set up.

It should cost less because it would allow the federal government to come to
the aid of the unemployed only when assistance with medical costs actually was
needed and then to help with the most expensive portion of medical care-
hospitalization.

The population group we are seeking to help is the unemployed. This group,
Mr. Chairman, Is among the most vulnerable to sickness.

Studies of changes in life, one by an associate professor at Johns Hopkins
University, M. Harvey Brenner, have revealed that there are more hospital ad-
missions during national economic down-turns. Other studies reveal that there

I (95)
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is more disability following a "change in life" such as the death of a family
member, or a change in location or job. Certainly, w _ are in an economic down-
turn and certainly we must consider the movement'from employed to unem-
ployed a "change In life." If these studies are accurate, then we can expect a
marked increase in hospital admissions from those least able to pay for the
cost of their hospitalizat on.

Since the average cost of hospitalization during 1974 was $130 per day, imagine
if you will the coal miner, factory worker or even the white-collar worker having
to manage the cost of hospital care for any of the conditions that affect this
population at risk: ischaemic heart disease, cerebrovascular disease, respiratory
disease and lung cancer, cancer of the breast, uterus and ovaries.

These conditions are distributed normally among the American people as a
whole, be they employed or unemployed. But when they are employed, most
people are protected by the group insurance they have at their job. The unin-
sured unemployed would be virtually helpless to pay for their hospitalization
and supportive services, however. Certainly this legislation would not prevent
such disease or accidents from occurring but at least we can protect those who
must pay for them from having to go into bankruptcy.

Imagine for a moment someone forced out of a job owing to circumstances
beyond his control, who then suffers a heart attack. The average cost of his hos-
pitalization alone, not including ambulance ,harges, doctors' fees, post-opera-
tive care, drugs or home care, would amount to approximately $2,500 for an
average 21 day hospital stay, including the average five-day stay in an inten-
sive care unit (without supportive services) at $185 per day. With full sup-
portive services, it would cost approximately $4,000 for the same period of time.
With full, maximum health insurance coverage provided through one of the major
carriers, the cost to the individual would be approximately $600. Without such
coverage, the individual would have to reach into his savings, if he laili any, to
pay the $2,500.for the most basic hospitalization, or the $4,000 for complete
care. Where would.this person get this money if unemployed and without health
Insurance? What Would he have to mortage?

Incidentally, one factor contributing to the high cost of hospitalization is the
increasing cost of premiums for liability insurance. In my state of Kentucky
alone, 23 hospitals recently were notified that their carrier no longer would pro-
vide insurance at the rates they had been charging. These 28 hospitals had to
seek new insurers, some of whom would not offer coverage for less than 10 times
what had ben paid previously. Obviously, the hospitals will absorb this in-
creased cost by raising the amounts they charge for patient care. And the prob-
lem of malpractice insurance and its impact of the cost of medical care, I might
add, is not one confined to Kentucky.

While we have a responsibility to come to the aid of the unemployed, we must
recognize that we have a greater responsibility to all Americans, employed and
unemployed, to effect a solution which is most equitable and which has the most
reasonable cost.

It can be argued that inequity Is inherent in whatever we do to help the un-
employed with this health-related problem because of the millions of Americans
who also are unable to meet the high costs of medical care but who do not fall
into the category of the unemployed. However, that is a matter which must be
addressed separately. Because of the recession within our economy, we have mil-
lions of individuals being laid off and losing the health insurance they would
have had if they could have remained on the Job. I am confident that with the
existing and planned anti-recessionary measures our economy will turn around
and many of these Individuals will be able to go back to work. In the meantime,
we have an emergency situation, and we must deal with it with emergency
legislation.

Given the prerequisites that our solution be equitable, economical and of an
emergency nature only, I believe the approach that I and others are supporting
should be adopted.

The equity of this approach derives from the fact that, using general revenue
funds, the Congress would provide for equal, basic hospital care under Part A
of the Medicare program.

The Part A program would help pay the cost of medically necessary covered
services for up to 90 days of inpatient care. Covered services in a hospital in-
clude the cost of room and meals (including special diets) in semi-private ac-
commodations, regular nursing services and services in an intensive care unit
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of a hospital. They also include the cost of drugs, supplies, appliances, equipment
and any other services ordinarily furnished to in-patients.

While I believe the intent of this legislation should be to protect the unem-
ployed against bankruptcy by helping with the most expensive aspect of medical
care-hospitalization-it cannot afford to save them from all expense. Therefore,
the deductibles and co-payments in effect for the regular Medicare program
would remain in effect for the eligible employed and their families.

The comparative ease of setting up this program results from the fact that it
would not entail setting up a new bureaucracy to administer it. The help
promised could be made available immediately upon enactment. It also would
not burden the states' unemployment compensation programs with additional
work when they already are faced with a difficult task simply administering the
unemployment program itself.

Unemployed workers would not have to pre-enroll in the Medicare program.
Only if they or a member of their family needed hospital care, and the hospital
determined that they had Insufficient health coverage and were receiving unem-
ployment compensation, would its provisions go Into operation. The hospital
would handle the charges for eligible medical services the same way that it does
those for others payable through Medicare.

Because our presently high levels of unemployment should begin to drop, it
seems to me foolish and wasteful to set up an involved program which would
only be dismantled 12 months later. The legislation I am supporting has a 12
month life, but for the same reasons it would be able to go into operation almost
immediately, it would be relatively simple to end because it uses a system al-
ready in existence.

In summary, I would like to emphasize my support for providing a temporary,
emergency program to provide health benefits to the unemployed who previously
had such coverage at their place of employment. I strongly support adoption of
the legislation providing these benefits through the Medicare program, as in the
bill I am sponsoring, rather than through the other methods broached thus far.

NATIONAL AssociATIoN or MANU7AumRZ,
Washington, D.C., March 14, 1975.

Hon. RussEL B. LONO,
Chairman, Comm4ttee on Finance, U.S. Senate, Dirkeen Office Building, Waoh-

ington, D.C.
DEAR MI. CHAMMAN: The National Association of Manufacturers appreciates

this opportunity to comment on the subject of providing health care for the
unemployed.

The NAM, speaking for American industry, has a vital concern in national
...... ealth insurance and limited approaches thereto, such as health care for the un-

employed, as employers are the single most involved private providers of health
care benefits in the United States. In our statement submitted to your committee
last year, we enumerated the objectives of any national health plan:

1. Target benefits primarily to those people for whom present health care is
unavailable;

2. Provide effective controls on the rapidly expanding costs of health care;
3. Acknowledge the economic impact of massive new health costs on employ-

ment and on the private sector's ability to provide goods and services;
4. Improve health care availability and delivery;
5. Build upon the strengths of the existing system rather than move toward a

Federal takeover of a viable portion of the private sector.
The NAM reaffirms Its support of those objectives for any legislation that may

be enacted by the 94th Congress.
American industry questions the efficacy or equity of enacting piecemeal and

selective health care proposals for special classes of citizens such as the un-
employed. We believe that health care for the unemployed should be considered
in the overall legislative context of national health insurance for all citizens.

Pending proposals providing health care for the unemployed would use the
present Federal-state unemployment agencies as the administrative vehicle, at
least to the extent of certifying eligibility. Whether the particular approach' Is
via Medicare, Medicaid or continuation of the last employer's coverage, certain
inequities are both obvious and serious:
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-Those who have exhausted their unemployment benefits and may be most
in need will not be eligible.

-Eligibility for health care should not be dependent on eligibility for un-
employment.

-State employment security systems are already strained to capacity in
meeting the current case workloads without imposing additional adminis-
trative burdens.

-Under proposals providing continuation of the last employer's coverage,
basic coverages will differ and to that degree can be most discriminatory.

-Many employers provide coverage for laid-off workers and thus would be
penalized in effect for doing so.

-What happens to any premium excess resulting from experience rated
premium refund formula in group insurance; Is the excess a windfall for
the insurance company, or others?

Despite these and other inequities, we realize Congress may desire to provide
special health care coverage for those receiving unemployment compensation.
If so, we urge consideration of the following concepts:

1. If the coverage is to be of long duration without a specified termination
date, proposals providing continuation of the last employer's coverage are pref-
erable. The major deficiency of such proposals are their administrative complex-
ity while their primary advantage is utilization of the existing health care
system.

2. If coverage is to be of brief duration and with a reasonable termination
date, then the use of the Medicaid system is recommended. It would be adminis-
tratively simpler although the means test is considered by some to be a liability.

In either case, a careful audit of claimant utilization, types of claims, cost, etc.
would be highly desirable as a useful tool in helping to establish reliable cost
estimates on any national health insurance proposals. With projected Federal
deficits of over $80 billion for fiscal years 1975 and 1976, a decline in industrial
productivity in 1974, a 18.7 percent increase in 1974 unit labor costs, American
industry is in not position to generate employment if confronted with costs of
new programs, however desirable, which tend to soar beyond original estimates.

We would appreciate having this statement made part of the record of the
hearings.

Sincerely,
RANDOLPH M. HALE,

Assitant Vice President.

STATEMENT OF ASSOCIATION op AMERICAN PHYSICIANS AND SURGEONS

Testimony on proposals to nationalize medical care of the unemployed makes
clear that these proposals provide many proponents of so-called national health
insurance a convenient cover for continued efforts to destroy the private prac-
tice of medicine, and substitute compulsory, politicalized medical care.

The Association of American Physicians and Surgeons urges this Committee to
reject proposals to nationalize medical care of the unemployed for these
reasons:

1. They represent an unwarranted assumption by the federal government
of conduct that is properly the responsibility of state and local governments.

' There are sound reasons why insurance has always been a state and local
responsibility. Less intervention by the federal government is called for-not
more.

Such proposed legislation represents another usurpation of power by the
federal government, contrary to the fundamental concept of our republican
form of government.

2. What is billed as a temporary answer to an emergency would, if adopted,
most certainly become a permanent program. The experience of the past 45



99

years teaches us that there is nothing so permanent as a temporary usurpation
of power by the federal government.

Honesty requires admission of the fact that this would not be a "temporary
stop-gap"-but an opening wedge to one more permanent program.

S. Enactment of this program would further exacerbate Inflation, which Is
itself the terrible price Americans are paying for 45 years of excessive inter-
vention by the federal government.

Senator Kennedy estimated that a health program for the unemployed such
as he proposes would cost as much as $1.5 billion. That's a familiar figure. $1.5
billion was the estimated annual cost by the bureaucracy of Medicare-which
Is now costing $14 billion a year 1

4. Chief proponents of these proposals to extend usurpation of federal power
are also proponents of compulsory political medieine-whch they euphemistically
and deceptively label "national health insurance."

5. This program would open yet another door to bureaucratic meddling in
medical care that would further accelerate costs and feed inflation.

Anyone familiar with the propensity of the bureaucracy to multiply geo-
metrically will have no trouble visualizing the nightmare of yet another medical
care program wedged between the mess of medicare and medicaid.

The vulgar assumption that there is a definable limit to so-called free medical
care that can be supplied by government is absurd. Demand for care, without
cost at point of consumption, is Infinite.

And most importantly, the cruel and destructive tax of Inflation will inflict
the worst injury on the poor and on those ostensibly being helped-the unem-
ployed. And all in the name of compassion, which is synthetic.

There is nothing In these proposals that even remotely suggests an interest
in attacking the real cause of the problem of unemployment--economic recession
bred by Inflation, inflation that Is the product of irresponsible deficit spending
by a profligate federal government.

In fact, it is frightening and tragic that the proponents of government inter-
vention seek to hide the truth about inflation by attempting to blame everyone
else but government for our problems.

For example, the statement was made In explaining the Emergency Health
Benefits Program introduced In both the House and Senate that' "It does
nothing to restrain the inflationary practices of hospitals and other providers."

Nowhere Is there a single word about restraining the inflationary practices of
the Federal Government-the real culprit !

AAPS members strongly challenge the assertion that only the Federal Gov-
ernment can do the job of taking care of medical bills of unemployed because
state treasuries are being emptied by falling revenues and rising costs that
result from unemployment.

Unemployment is not the root cause of falling local revenues.
And it is not Just the treasuries of state and local governments that are

being emptied. The pockets of individuals are being emptied, too, by the per-
letual motion suction-pump operated by the Federal bureaucracy.

This pump must be turned off, or this country's free institutions are doomed.
If we continue to invent crises to deceive the American people Into accepting

more government intervention, if we continue to use real emergencies as excuses
to push government deeper into private affairs, If we continue to ignore the
tragic consequences of Inflation, which Is caused by government spending, we
are a nation inviting-no, begging for-disaster.

If fiscal sanity Is not restored to government, if we keep on following the false
Keynesan ideology that government must intrude on the slightest pretext Into
every nook and cranny of private affairs, we are going to end up like Britain-a
third or fourth rate power headed for bankruptcy and Ignominy. The Keynesian
philosophy is one of the greatest frauds of the century.
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A nation that uses tax money extracted from Its citizens, and the more subtle
tax of Inflation, to buy ever greater government control over its people is a
nation bent on suicide. And, by definition, there Is no future in suicide.

This is a good place to begin the long Journey back to sanity In government, and
to restoration of our faith in local self-government.

NATIONAL COUNCIL or COMMUNITY MENTAL HEALTH CENTERS

MARCH 10, 1975.
This statement is presented on behalf of the National Council of Community

Mental HeaJ.th Centers (NCCMHC), representing 317 community mental health
centers, most of which receive federal funding under the Community Mental
Health Centers Act, and all of which receive federal funds from one source or
another, and another 119 agencies which are developing CMHC programs or which
have a direct interest in community mental health.

National Council of Community Mental Health Centers strongly endorses the
concept of health insurance coverage for unemployed workers and their families
to be financed by the federal government. The need for legislation to protect these
people from health care costs has been well documented, and the number of indi-
viduals and families affected makes action in this area imperative.

Of the various measures proposed to alleviate the problem there are some which
will merely add to the costs of health care, while providing no encouragement
for the most efficient use of health care resources. The escalating costs of Medic-
aid and Medicare warn against merely underwriting the costs of care. We must
ensure, for example, that treatment which can be provided more efficiently und
effectively through outpatient or other ambulatory service programs Is not pro-
vided on an Inpatient basis; that care provided through comprehensive systems
(such as community mental health centers, community health centers, health
maintenance organizations) is fully covered; and that care, especially primary
care, is accessible to all.

A number of bills recently introduced (HR 4003, HR 3165, HR 3166, HR 3228
and S 625, and S 951) would authorized the federal government to assure con-
tinued health insurance coverage for unemployed workers and their families by
paying the premiums for the coverage they previously received through their
employers. These bills have a number of very serious drawbacks:

-they do nothing to improve the system of care or to ensure maximum use of
existing resources

-they fail to provide a mechanism for controlling costs and quality of care
-they would continue inequitable coverage, by providing different benefit 3 to

different individuals (on the basis of the coverage such individuals were re-
ceiving under their health insurance policy when employed)

-they would continue the inequities and discrimination which is generally
apparent in health insurance policies (for example, most private insurance
companies discriminate against mental health care and where such coverage
is provided It is generally limited to more expensive inpatient care, resulting
in inappropriate hospitalization in many cases)

-they ignore the needs of unemployed workers who had no health Insurance
coverage when they were last employed, but who are equally incapable of
purchasing Insurance through the private market.

-they would provide a two-billion dollar bonanza for private Insurance com-
panies, which would act as middlemen between the federal government and
the insured individuals, and hence be more expensive than proposals for di-
rect federal health insurance

-many of these bills also would require the establishment of a new bureau-
cratic mechanism to administer the program In the Department of Labor,
which has no experience In managing a health insurance program.

Other bills (HR 3208, HR 3932 and S 496) would provide coverage for the
unemployed and their families under the Medicare program. The one serious
drawback Inr these proposals is that coverage would be provided only under Part
A of Medicare. Part B. which provides coverage for outpatient and other ambu-
latory care and aftercare, would not be available to these individuals. If these
bills were enacted without change, they would seriously effect the delivery system
by emphasizing expensive Inpatient care. However, were coverage provided to
unemployed individuals and their families under both Parts A and B of Medicare
most of the objections cited above, would be met.
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For instance, equal coverage would be available to all, regardless of the cov-
erage they had previously received under a private policy and regardless of
whether or not they had previously been covered at all. The program could be
administered routinely by the Social Security Administration, which has years
of experience in operating Meicare and which has the administrative machinery
In place. In this regard, it should be noted that an expansion of the Medicare
program would be easier for SSA to manage than the new Supplementary Secu-
rity Income program which ran into a number o;f snags, mainly because It was
a brand neir program. The experience with SSI should warn us against setting
up another new system in the Labor Department, when the SSA Medicare pro-
gram can be utilized instead.

A quality and utilization control mechanism is already set up (or in the process
of being set up) through the Professional Standards Review Organizations au-
thorized under the Social Security Act for monitoring Medicare and Medicaid
services.

The costs of providing this essential coverage would also be kept to a minimum
by utilizing Medicare, as the federal government would pay providers for care
provided, rather than paying insurance premiums for all covered individuals.

However, while providing coverage under Parts A and B of Medicare would be
far more equitable and less costly than continuing previous insurance coverage
for unemployed workers, it will not Improve the system for delivery of health
care services. Medicare, as well as private Insurance companies, discriminates
against small comprehensive care centers, such as community mental health cen-
ters and community health centers. It also discriminates against mental health
coverage in general (by eliminating Inpatient care to a certain number of days
during the patient's lifetime, and limiting care under Part B to 66%% of costs
or $312.50 a year, whichever Is less). However, in this respect Medicare Is more
comprehensive than many private insurance policies.

NCCMHC therefore urges that legislation to provide health care coverage for
unemployed workers and their families be enacted swiftly. Such legislation
should:

-- cover all individuals receiving unemployment benefits, regardless of whether
or not they had previously been covered under a private insurance policy

-provide hospital insurance coverage under Part A of Medicare and supple-
mentary insurance coverage under Part B (with no premium charged for
Part B coverage)

-amend Title XVIII to include community mental health centers which meet
certain standards as providers of care under Medicare and eliminate existing
restrictions on mental health coverage

Further details on NCCMHC recommended amendments to Medicare are con-
tained In the attached position paper. Briefly, we recommend amendments to
Title XVIII as follows:

-incude CMHCs which met the definition of such centers in the Community
Mental Health Centers Act as providers of care for Inpatient services under
Part A

-amend Part B to specifically include under the definition of medical and other
services "all services of community mental health centers which meet the

* definition of such centers in the Community Mental Health Centers Act,
whether provided In the center facility or In disbursed service elementA
affiliated with the center"

-repeal the provision which limits the total number of days of mental health
care a person can he reimbursed for in his lifetime, and replace it with a

* limitation on spell of illness coverage which should be the same as for other
forms of care

--!repeal the limitation on reimbursement under Part B for mental health
services (now limited to $312.50 or 661h% of the expenses incurred).

Enactment of these amendments and of legislation to provide coverage under
Parts A and B of Medicare for unemployed workers and their families will ensure
Improvements in the delivery system and an emphasis on ambulatory and other
noningtitutional care. We should avoid the mistake of earlier years of funding
health services for a certain population group without at the same time ensuring
that coqta are contained, care Is accesslu, to all in need, and the quality of care
provided Is montored (in this case throu4, . the PSROs set up to review Medicare
and Medicaid services).

While legislation to protect the unemployed is urgently needed, it is vital that
we not rush into law a measure which could compound our present problems in
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health delivery. Although the pending legislation is clearly Intended to be tem-
porary; it Is likely that it will be extended beyond the proposed one-year period
and even become the basis for a program of national health insurance. Thus, if
all the ramifications are not carefully examined, the new law could prove detri-
mental to future federal efforts to improve the system for delivery of care.

POSITION PAPER: NATIONAL COUNCIL OF COMMUNITY MENTAL HEALTH C ENTEs

HEALTH INSURANCE FOR AGED AND DISABLEI--MEDICAME

Baokground.-As Congress begins serious work on proposals for national
health insurance, it is important to review the operation of existing federal third
party payment programs designed to bring health care to specified population
groups by underwriting costs. The Medicare program, designed to cover the
costs of certain health services for elderly and disabled persons is one such
program, and one which has generally not provided significant reimbursements
to community mental health centers.

Whether or not national health insurance is enacted in the next few years,
there is a need for improvements in Medicare. As the present time, both Congress
and the Administration are proposing that CMHCs become less financially de-
pendent upon federal categorical grants, and transfer their support to third party
payment systems, including Medicare. Yet at the same time, CMHCs are finding
that restrictions built Into Medicare prevent their receiving adequate reimburse-
ment for services to the elderly and the disabled.

If CMHCs are to become more fully self-supporting, it is essential that the
Federal Government provide a system to reimburse centers for essential services
to those unable to pay.

Problern.--Currently, some centers are obtaining substantial revenue from
Medicare (in terms of number of elderly persons served) but many others run
into difficulties because:

-free standing CMHCs have found it impossible to qualify as providers of
care under the inpatient program as they do not meet the definitions (which
are more suited to large psychiatric or general hospitals)

-- CMHCs are not able to receive reimbursements for home health services,
because the law is not specific on their eligibility

-some intermediaries have excluded CMHCs from Part A or Part B reim-
bursements because the centers receive federal grants (pohcy on this issue
is being clarified by the Social Security Administration and this should not
remain a problem)

-limitations on the costs of covered mental health services excludes some
patients

-some CMHCs cannot qualify for reimbursement for services provided through
their satellite programs (which are not co-located with the main center
facility and which do not have a physician on the premises).

Position.-NCCMHC urges swift enactment of a number of amendments to
Medicare to increase reimbursements to CMHCs through this program. These
amendments should:

-include CMHCs which meet the requirements set for such centers applying
for financial assistance under the Community Mental Health Centers Act as
providers of services for inpatient care under Part A

-amend Part B to specifically include under the definition of medical and
other services, "all services of community mental health centers which meet
the definition of such centers in the COmmunity Mental Health Centers Act,
whether provided in the center facility or in disbursed service elements
affiliated with the center"

-repeal the provision in Medicare which limits the total days of mental health
care a person can be reimbursed for In his lifetime, and replace it with a
limitation on spell of Illness coverage which should be the same as the limit
for other forms of care

-repeal the limitation on reimbursement under Part B for mental health serv-
ices (now limited to $812.50 or 668/% of expenses incurred.)

Attached is a list of these amendments.
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SUMMARY OF NCCMHC SUOGESTUD AM3INDMENTS TO MUWICAXU LW

Part A-Inpatient coverage
(1) Limitation on ooverag.-Medicare limits mental health coverage to a total

of 190 days during the patient's lifetime, Sec. 1812 (b) (8). This section should
be repealed.

Inpatient mental health care should be limited, not by the total number of days
of care in a lifetime, but for each spell of illness. This would encourage shorter
hospital stays and accent ambulatory care (which is both less expensive and
more desirable for most patients). A lifetime limitation on care, on the other
hand, could exclude from coverage persons in desperate need of such care.

The limitation placed on inpatient mental health care per spell of illness should
be the same as those now in the law for other forms of care (Le. 90 days, plus a
lifetime supply of another 90 days which can be used at the patient's discretion
except that services are not covered for more than 150 days per spell of illness).

(2) Inpatient paychiatrio hospital service.-Deflnition of PeyoMatrio Hoe-
pitaJl: The definition of a provider of care for inpatient mental health services
under Medicare accents care in psychiatric or large general hospitals. Free-stand-
ing CMHCs are unable to obtain reimbursement from Medicare for services to
elderly patients.

This situation could be ameliorated by including in the definition of a psy-
chiatric hospital (Sec. 1861 (f)) : "community mental health centers meeting the
definition of such centers in the Community Mental Health Centers Act"
Part B-Supplementary benefits

Part B provides coverage for medical and other services provided to persons
who are not inpatients. Many services of community mental health centers quali-
fy for support under this Part. However, some centers have found It difficult or
impossible for various reasons to get reimbursement through Part B.

As centers are required to rely more and more upon third party payments, and
as categorical grants are de-emphasized in favor of national health insurance
schemes, It is important to ensure that the federal government does not dieoour-
age the utilization of community mental health centers for mental health care.
NCCMHC therefore recommends that Sec. 1861 (a) be amended to add a new
paragraph to the definition of "medical and other services" to include: "all serv-
ices of a community mental health center whether provided in the center facility
or in disbursed service elements affiliated with the CMHC, which center meets
the definition of such centers under the Community Mental Health Centers Act"

Also, Sec. 183 should be repealed. This would have the effect of removing the
limitation on reimbursement under Part B for mental health care (now limited
to $812.50 or 66% percent of expenses Incurred).

PREPARED STATEMENT BY BLuiE Coss AssoATIoN, HAwLD G. PmAR ,
StNIoR Vicz P&RESrD T

Mr. Chairman and Members of the Committee, I am Harold G. Pearce, Senior
Vice President of the Blue Cross Association, the national organization of the 73
Blue Cross Plans in the United States.

Begun in response to community need in 1929, Blue Cross Plans have grown
from a year-end membership in that year of 1,500 persons to our present enroll.
meant of well over 80 million. In addition, the Blue Cross system serves as an
intermediary, under contract with government, for the Medicare, Medicaid,
CHAMPUS, and other public programs.

In total, the Blue Cross system has programs and systems in place serving
nearly half the population of the United States. Our non-profit, independent
Plans serve local and national market under policies set by community-oriented
boards ' and comprise a major component of the American health system.

L As of December 31, 1973, 68 percent of the Board members of Blue Cross Plans were
representatives of the nieral public (10% were hospital trustees) and 82 percent repre-
sented the providers crf health care (19% were hospital administrators and 18% were
physicians).
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As a representative of the Blue Cross system, I commend this Committee and
the Congress for assigning a high priority to the subject we are addressing today:
health benefits for the unemployed. This country's system of health and welfare
benefits for the working population has been developed in large part through the
efforts of employers and unions and, as presently constituted, is dependent on a
relatively stable employed populaton. During a period of unusually high unem-
ployment, such as we see today, a significant number of people lose their health
benefits along with income.

Because today's need is so immediate and compelling, it is necessary to fashion
an expedient program of health benefits for the temporarily unemployed, while
longer range solutions are being debated. The challenge in designing and imple-
menting such a program can only be met by concentrated effort of all parties con-
cerned: employers, the health Industry, and the federal government.

Several conceptual alternatives may be considered, each with advantages and
disad, antages to all parties involved. At least two of these alternatives are repre-
sented in legislation before Congress. From our perspective, the following options
should be debated:
1. Design a unIfortprogram of essentfal baio institutional and professional care

financed by the Federal Government and administered by the private sector
On the positive side, greater equity to the temporarily unemployed is achieved

by making the same benefits available to all in his category.
There are problems in this approach. Probably the most difficult would be the

length of time required to set up such a program. Several months would be re-
quired to deliver benefits. Decisions would have to be made on many details, e.g.,
eligibility, benefit structure, flow of payment from government to carrier, preven-
tion of duplicate coverage, and the treatment of an unemployed person with a
working spouse. Such a uniform benefit program would at the same time increase
and decrease benefits over coverage during employment, creating a communica-
tion problem in familiarizing beneficiaries with new levels of coverage.
2 Etend Medicare benefits to the unemployed, with the administration of the

program continuing through Medioare carriers and fisca intermediaries
Medicare benefits are directed toward a population with unique needs. One re-

sult is that the program covers a scope of health services more comprehensive
than many current health insurance contracts. A question exists whether this
full range of benefits Is appropriate for a short-term project aimed at a healthier,
more youthful population.

Also, some aspects of the Medicare regulations have been specifically designed
for the over 65 population. An example Is the nursing differential in the provider
reimbursement formula. This and other unique features designed for the existing
Medicare population would have to be modified.

As presently designed, Medicare requires significant deductibles and coinsur-
ance for both hospital and medical services (Parts A and B). It is questionable
whether many temporarily unemployed, lacking the private supplemental insur-
ance held by many Medicare beneficiaries, would be able to pay these amounts.
This problem exists for private coverage, to varying extents, as well.
8. Provide entry into the various state Medicaid programs for the temporarily

unemployed
Enhancing this option is the fact that a system for administering health bene-

fits through Medicaid exists.
However, there are several drawbacks to this route.
-Medicaid administration and benefits are very uneven from state to state.
-There is little assurance that all state Medicaid forces would be able to cope

with a suddenly increased load.
-,Because the provision of health benefits for the unemployed is expected to be

a short-term program, it is difficult to envision that it would be economically
feasible, under either a Medicaid or Medicare pattern, to recruit and train
additional temporary staff for a short-term swell in recipients.

-The current Medicaid program is a welfare program, requiring recipients
to spend down their resources In order to qualify. It is possible to waive the
spend-down provisions of the medicaid program for the temporarily unem-
ployed. However, this would require already burdened Medicaid administra-
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tore to develop dual administrative eligibility requirements for a single
program.

-The general benefits provided under Medicaid are directed toward provid-
ing for the health needs of the poor and near-poor on a long-term basis. It
is questionable that they are appropriate for the short-term needs of the
temporarily unemployed.

4. Ratablth a uniform amount of money provided by the Pederal (ovorwnent
directly to the temporarily unemployed

With this money the person would be urged to continue through his current
carrier, health coverage available on a conversion contract.

The main problem in this approach is that there is no assurance that a tem-
porarily unemployed person, faced with other pressing needs, would, in fact,
use the funds to purchase a conversion contract. Use of scrip rather than cash
would introduce other complications.

Another drawback is that at the present time not all health insurance carriers
provide for conversion privilegesL Thus, some of the temporarily unemployed
would have no guarantee of access to continued protection.
5. Provide through payment from general revenues for the ontinutalon of health

benefits enjoyed during employment through the employer
This option would be easiest and least expensive to implement. By mandating

cooperation by the employer, use could be made of existing machinery for cover-
ing a vast majority of the temporarily unemployed. Familiar benefits would be
involved, reflecting local differences in health services and practices.

Where the employer Is no longer in business, it will necessitate the development
of a short-term eligibility system flowing from the unemployment compensation
office to the carrier that covered the person as an employee.

Probably the most troublesome feature of this route would be the Inequities
of benefits protection and federal contribution. It would involve different levels
of coverage to people dependent upon the coverage they held when they were
employed.
8. Add4tiono2 onept

There is no easy or apparent solution to the problem. Tradeoffa must be made
among such elements as equity, time, and expense; A new, complete system would
be expensive and time-consuming to set up and dismantle. A fast, low-cost pro-
gram is bound to involve inequities in protection, although no more, necessarily,
than now exist.

A useful way to minimize conflict might be for the federal government to make
available a uniform level of financing for existing benefit programs. Depending
upon at what level the subsidy is set, an additional, and much more manageable,
payment would be required in the working group setting.

If existing benefits through the working environment are to be supported in
any form, it might be advantageous to permit employers, up to a year, to claim
a tax credit for payment of premiums. If no tax is owed, a refund could be ar-
ranged. Such a bottom-line transaction would not affect other taxes owned. It
would cut down on the necessity of moving funds and thus save time and money.

The record should state that even now Blue Cross Plans are doing everything
possible to continue health benefits. All Blue Cross Plans provide for conversion
privileges. Any person leaving a Job, and therefore leaving a group, can convert
his coverage as soon as his group benefits expire. This applies to persons laid off
as well as those leaving for any other reason.

Depending upon the program design decided on by Congress, we could ask our
Plans to open up their enrollment Immediately to-the working spouses of all
recently unemployed, so the employed spouse might convert to family membership
and thereby protect the unemployed and dependents. Such changes are usually
limited to specified enrollment periods. For the duration of this emergency situa-
tion, we could ask that Plans allow such changes whenever desired.

In summary, we recognize the need to use extraordinary means to meet current
needs. We commit the resources of personnel and experience of the Blue Cross
system to cooperate with the Congress in answering this critical problem.

49-391 0 - 75 - a
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PREPARED STATEMENT OF TIIE CHAMBER OF COMMERCE OF THE UNITED STATES
By ANDREW A. MELOARh'

MARCH 7, 1975

The Chamber of Commerce of the United States welcomes this opportunity
to present Its views on the various legislative proposals that have been intro-
duced recently to provide health Insurance for unemployed workers and their
families on a temporary and emergency basis.

This issue Is of vital concern to our membership which embraces more than
47,000 business enterprises, 3,600 trade and professional associations, and local
and state chambers of commerce. The underlying membership is more than
5,000,000 individuals and firms.

These comments are under three major headings, as follows:
1. "Basis for Chamber Comments," including our positions on current unem-

ployment policies and the need to assure quality health care for all Americans.
2. "The Employment Situation: January 1975."
3. "Legislative Proposals," Including a discussion of the pros and cons of the

"Medicare approach" and the "extension of employer plans approach." We recom-
mend consideration of an alternative approach, the use of the Medicaid system.

BASIS FOR CHAMBER COMMENTS

The Nation faces three difficult problems: the severe recession and resulting
unemployment, the continuing inflation, and the energy crisis. The Chamber recog-
nizes that there is no easy or quick solution to these problems, but has developed
a comprehensive set of recommendations for national policy against recession
and Inflation. A coordinated approach to both recession and Inflation Is
imperative.

Among the Chamber's recommendations are a new approach to unemployment,
as follows:

New Approaches to Unemployment Policies
A tax cut and easing of credit will stimulate employment and reduce unem-

ployment associated with the recession. Also to reduce hardship caused people
by recession-related unemployment, the National Chamber supports the use of
unemployment compensation and public service unemployment programs. Such
programs automatically provide income, but recede as unemployment declines.

Public service employment programs should have clear self-destruct limits.
They also should be applied only in areas where the rate of unemployment has
been no less than 6.5 per cent for three consecutive months.

However, there is need for careful analysis of current unemployment. A signifi-
cant number of today's unemployed are out of work for reasons not related to
economic recession. They have either quit their Jobs, or reentered the labor
force, or are seasonally unemployed or have never worked before.

Such unemployment should be dealt with by means that are noninflationary,
such as:

-Removing obstacles which stand in the way of Job opportunities for teenagers.
-Implementing the Comprehensive Employment and Training Act.
-Urging the expansion of career and economic education in schools.
-Eliminating restrictive measures by labor unions that limit the supply of

workers in major trades and industries.
-Resuming federal publication of national job vacancy statistics.

New approaches to the Nation's health oare need
The Chamber supports the national goal of a health care system that would

assure quality care for all Americans. Such a system should maximize the advan-
tages of individual freedom of choice and flexibility.

' Director. economic security, education and manpower section, Chamber of Commerce of
the United States.
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The Chamber supports national health insurance legislation that provides uni-
versal, comprehensive coverage built on our current systems. We also support the
development and optimum utilization of quality health manpower, increasing the
effectiveness of delivery systems, and measures to assure efficiency and control
of costs.

Any national health insurance program should recognize certain basic prin-
clples. It should:

-provide for universal financial access to health care through both private and
public means;

-protect individuals and families against the devastating impact of very
costly and prolonged illness;

-build on our existing hospital and medical care delivery system with under-
writing and administration supplied by private enterprise;

-protect individuals and families against the devastating impact on very costly
and prolonged illness;

-provide a benefit "package" which is comprehensive in scope;
-provide for cost-sharing on the part of beneficiaries; and
-provide for effective measures to help contain spiralling costs.
When such a program is adopted, the unemployed will have health coverage,

as will those who are on welfare or who are low-income individuals. Unfor-
tunately, we appear to be several years away from having such a permanent
solution to the problem.
The dilemma

The present problem is whether or not we should adopt a temporary emergency
program of health coverage for those laid off employees who are receiving unem-
ployment compensation but who have no health insurance coverage. This would
be an additional and costly new social insurance program.

The ideal solution is to get laid off workers back on the job where they will
once again have earned income, health coverage and a full range of employee
benefits. It is questionable whether a new social insurance program will con-
tribute to such a solution. But it is certain to add to the enormous budget deficit.

The Chamber has concluded that there should now be a moratorium on all new
federal programs and spending, other than energy programs. A major contribution
to inflation has been the growth of government faster than the growth of the
overall economy. Government at all levels now absorbs almost 35 percent of the
Gross National Product. It employs one out of every six workers. At the federal
level alone, the debt is some $495 billion, of which over $100 billion has been added
in the past five years. Further expansion of government would not only be
inflationary, but would further encroach on the private sector.

The National Chamber believes there is a vital need now to study the adequacy
of measures used to maintain stability in the economy and to evaluate the whole
question of the size and role of the public sector in a society basically committed
to private ownership and a market economy.

This position does not mean there is any lack of concern among employers
for the plight of the unemployed during this severe recession. All employers are
anxious to get back into full production and quickly rehire laid off employees.
Long range employers want the economy and their businesses to grow. This will
afford more Job openings for the millions of young Americans who will be new
entrants into the labor force.

A picture of employer commitment to higher employee income appears in the
Chamber's latest biennial Employee BenfejU8 Survey for 1973. Exhibit A shows
the increases in wages and employee ben..qt costs from 1963 to 1973. Average
weekly earnings increased from $107.52 to $189.96, or some 77 per cent. Weekly

employee benefit costs increased from $27.52 to $62.12 per employee, or some 126
percent-almost twice as fast as weekly earnings.

It should be noted, however, that weekly costs for employee benefits vary from

industry to Industry, and from company to company with a given industry.
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Exhibit B shows these costs by industry. The cost per employee per week ranged
from $81.88 to $37.79.

All told, it is estimated that employers paid over $230 billion in 1974 for em-
ployee benefits. Further increases are expected in the years ahead.

A sReond way to look at non-wage income supplements is to study the growth
of transfer payments as a source of personal income. This includes items like
social security payments (based on 50-50 employer-employee payroll taxes) and
unemployment insurance (primarily based on the employer payroll tax) which
go to people not working. Transfer payments have grown from $33.3 billion in 1962
to an estimated $158.8 billion in 1975.

This means that in addition to our "market economy", we also have a growing
"transfer economy". Traditionally in America, citizens received their incomes
from the productivity of their labor or from the productivity of their property.
The way citizens obtain income has been changing in the last forty years with
the growth of the various components of the "transfer economy".

The transfer economy has arisen from the attempt to reconcile demands for
equity and justice in the distribution of income and wealth with the requirement
for efficiency in the marketplace. There is concern that the rapid growth of the
"transfer economy" may be weakening the linkage among work, property and
income. Such a linkage is necessary for the efficient operation of the marketplace.

Some would argue that the growth of transfer payments is evidence of a
growing welfare state. Whether this proves correct or not, certain welfare states
in Europe are recognizing the need to stimulate the growth of the private sector.
For example, Sweden's policy of encouraging business reflects its recognition that
a welfare state needs a vigorous business community to support it financially.

What this means is hard choices, or trade-offs-whether to go further into debt
by starting now a new social insurance program to provide health coverage for
the unemployed, or whether to defer such additional and possible inflationary
deficit spending? Whether to spend several billion dollars to get employees back
to work where they will have health benefits or to introduce a new social insur-
ance program that could weaken the linkage between work and income?

Against this background, we would like to examine the current unemployment
picture, review the legislative proposals before the Committee and suggest con-
sideration of an alternative approach.

THE EMPLOYMENT SITUATION: JANUARY 1975

The unemployment rate in January was 8.2 per cent. This is the highest pnt
since World War 11. Total employment (as measured by the monthly survey of
households) was 84.6 million. Unemployment totaled 7.5 million. The, expectation
is that the situation will worsen before it improves.

Unemployment is an all too clear reality for the person unemployed, but a
complex concept to deal with on a national basis. Our current unemployment
results from cyclical, frictional, structural and seasonal factors. In addition, any
particular rate of unemployment depends for its meaning on the way unemploy-
ment is defined and measured.

The Current Population Survey, a monthly survey of 47,000 households, pro-
vides the major source for unemployment information in the United States. It
covers the labor force status of household members aged 16 and over to determine
who are employed, unemployed, or out of the labor force.

Persons are classified as unemployed If they were not-employed during the
survey week but were available for work and have made a specific effort to find
a Job at some time within the preceding 4 weeks, or if they were waiting either
to report to a new jot) within 30 days or to be recalled to a job from which they
were laid off.

Exhibit C compares our current employment picture with that of 1958, when we
had the highest previous rate since World War IT. The number of households
has increased from about 51 million to about 70 million. The number of employed
has Increased from 63 million to 84.5 million.

The makeup of our labor force has changed significantly. Males 20 and over
are now only 56 per cent of our labor force as compared to 64 per cent in 1958.
Interestingly, the rate of unemployment for this group was slightly higher in
1958.- In 1959, females 20 and over plus both sexes ages 16 to 19 were about 36% of
the labor force. This January these two groups totaled almost 44 per cent of the
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labor force. The current rate of unemployment is now higher for females than
males, a reverse of the 1958 situation. The worst rate continues to be for the
16-19 age group, which at 20.8 per cent is about one-third higher than in 1958.
More than half our unemployment is among women and the teenage group.

One fact that seems to surprise many is that for every one hundred households
we have over one hundred and fifty people working. This is for households with
heads under age 65, and, of course, some of these Jobs are low-income, or part
time. Nonetheless, it shows the degree to which American households are com-
mitted to working and to increasing or maintaining their incomes.

The Jobs per household figure has some relevance to the legislative proposals.
First of all, two or more workers per household is a form of unemployment In-
surance-bhousehold self-insurance. If one employee in the household is laid off,
household income maintenance is provided through the incomes of those who con-
tinue to work plus the tax-free uinemployment payments received by the person
laid off. In addition, a laid off spouse or other young dependent may be able to
pick up health insurance coverage under the policy of the spouse who continues
to work.

Exhibit D shows household data on the reasons for unemployment. Slightly
over half the unemployed lost their Job. The other half either left their last
job, are reentering the labor force, or are seeking their first Job.

Exact statistics on the number of individuals who have lost their health in-
surance coverage are difficult to determine. The statistics in Exhibit D narrow
the problem to the 3.8 million who have lost their Jobs. We have no figures on
how many of these individuals have their health insurance coverage continued
for any where from 30 days to 1 year, how many have or purchase individual
health coverage, how many may have or pick up coverage through a policy
covering a spouse or other relative, how many have income at levels that qualify
them for Medicaid,_how many of them are elderly and qualify for Medicare, and
how many have coverage under previous policies because of pre-existing condi-
tions. In addition, other medical coverage may be available under automobile
insurance policies, disability riders on life insurance policies, and other insur-
ance policies. It would be helpful to have a clearer picture to be able to gauge the
extent of the problem, price out the cost of the various proposals, and determine
what duplication the proposals may cause.

Another factor is the average mean duration of unemployment which the BLS
reported was 10.7 weeks in January 1975. This poses the question of how ad-
ministratively you can efficiently provide temporary, emergency health coverage
for the period involved.

Finally, most informed persons now regard an average overall level of unem-
ployment of 5%, or even a little higher, as normal in today's economy. This
means the recession-caused part of our current unemployment is about 3 per-
centage points of the total 8.2 percentage points. This translates into about 2.7
to 3 million-jobs. The crucial problem is to get these people back to work. Then,
we can start to work on the remaining group and future entrants into the labor
force. This all requires policies directed toward investment spending and capital
formation to create jobs.

LEGISLATIVE PROPOSALS

Medicare Approach (1H.R. 3208 by Rep. Gorman and S. 496 by Senator Bciitaen)
These similar bills would amend the Social Security Act to use Part A Medi-

care to pay hospital costs of individuals entitled to weekly benefits under a
FRderal or State unemployment compensation plan. A dependent spouse or a
dependent child or children of such an individual would also be entitled to the
basic coverage, and in addition, they would receive a material and child health
benefit package to be devised by the Secretary of HEW. All Medicare deductibles
and copayments would apply to these newly enrolled or covered individuals. But,
to avoid unnecessary costs, benefits would not be paid for any individual who
had an insurance policy or prepayment plan covering "such item or service."

If adopted, this amendment to the Social Security Act would be effective for
one year. It would be financed out of general revenues. The preliminary estimated
cost is $2.1 billion.

The advantages claimed for this approach are that it would utilize an existing
system and not require an additional layer of bureaucracy. It has a standardized
benefit package which includes deductibles and co-insurance. It covers the most
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essential hospital services: operating and recovery room costs, lab tests, radiology
services, medical supplies and a wide range of rehabilitation services. It is
secondary coverage if another health plan is effective.

The problems with this approach are:
1. It would take the Medicare program which is specifically -designed for the

aged and which is primarily self-financed through taxes on earnings and payrolls
and load on to it a general revenue financed program for some unemployeds under
65 and their spouses and children. There is concern that this could water down
the services being provided the elderly. Our senior citizens living on fixed incomes
have been hardest hit by inflation and should not have to run the risk of having
their own specifically designed health program weakened.

2. In a broader sense, it is essential that we maintain public confidence in
our Social Security system. The 1974 Annual Report of the Trustees estimated
a long-term 3% taxable payroll deficit in Social Security. Experts reporting to
the Senate Finance Committee have estimated the deficit will be 6% of taxable
payroll. The Ways and Means Committee has just learned that the trust funds
may be depleted by 1980. Eight former HEW Secretaries and Social Security
Commissioners were so alarmed at "attacks on the system" that they recently
felt constrained to issue a defense of "Social Security: A Sound and Durable
Institution of Great Value." At such a time there would be a grave risk in
loading on to the Medicare part of Social Security temporary health coverage for
some unemployeds under 65 and their dependents. We cannot afford to have
public confidence in our Social Security system undermined.

In addition, the proposal is not equitable, nor is that claim made for it. This
raises the question of whether general revenue fands should be used in this
fashion. Further, whatever the cost may be, should the Congress increase the
expected deficit with such a new social insurance program?
Extension of Employer Plans Approach (H.R. 3165 by Rep. Hastings and '. 625

by Senators Kennedy, Javits, Schweker and Wiaims)
H.R. 3165 would amend the "Public Health Service Act" and use the Secretary

of HEW to administer the emergency health benefit program. S. 625 would amend
the "Emergency Jobs and Unemployment Assistance Act of 1974" and use the
Secretary of Labor for administration. Both bills propose to provide qualified
unemployeds with the same health benefits package they had with their previous
employer. To accomplish this, the Secretary of HEW or Labor would be
authorized to enter into arrangements with Insurance carriers, employers, em-
ployee welfare benefit plans, and State agencies to pay appropriate premiums
plus any additional administrative expenses to continue the unemployed previous
health coverage.

These are temporary bills terminating on June 30, 1976. Various costs are
cited. In the Congressional Record of February 7, 1975, Senator Kennedy stated,
"We estimate over 8 million unemployed and their families, a total of nearly
25 million Americans, will benefit from the program during the course of the

'program." Later, he stated, "We estimate the cost of the program to be between
$1 and $1.5 billion assuming an unemployment rate of 8 percent." Senator
Williams estimated a cost of $1.75 billion based on a 9 percent jobless level with
3.5 million eligible workers at an average premium cost of $500 per year. Senator
Javits estimated a cost of $1.5 billion based on 3 million eligible unemployed
workers. Senator Schweiker assumed "that this program may cost at least $1
billion and may reach $1% billion." Whatever the cost, it would be paid from
general revenues.

The advantages claimed for this approach are that it would utilize existing
private mechanisms on a voluntary basis to provide the coverage. SenatorKennedy stated, "The fact is, by passing this bill, we will be rescuing more than
the worker. We are also rescuing the hospitals, the clinics, the health mainte-
nance organizations, and the doctors."

Some of the disadvantages of the bill as stated by Senator Kennedy are:
"It does not assure comprehensive coverage;
"It does not cover every American, or even every unemployed worker;
"It does nothing to restrain the inflationary practices of hospitals and other

providers;
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"It does nothing to assure health services are actually available in every
community ;

"It does nothing to assure the quality of health care."
In addition, there is no claim that this proposal is equitable, but the hope is

that "the inequities and shortcomings in this approach" can be corrected during
committee deliberations. This effort to have employers extend their private
programs would be unsuccessful because of the costs involved, the administra-
tive impracticalities and the inequitable results.

An Alternative Approach
The Chamber recommends that, in the course of deliberations, the Committee

consider another alternative, the use of the Medicaid system. As with Medicare,
the administrative machinery is In place and could probably be started as
quickly as any other approach, if not quicker.

This approach would be to amend Title XIX of the Social Security Act to
provide a temporary emergency program for a new category of persons, the
unemployeds and their dependents not otherwise eligible for Medicaid or Medicare
and who have no other health coverage. This particular program could be limited
to a basic package: inpatient and outpatient hospital service, x-ray and lab
services, physician services and prescribed drugs. Appropriate deductibles and
co-insurance features could be added to limit costs. This program, like the others,
would be funded out of general revenues and should be limited to a short period.

The Chamber has already recommended to Congress that when national health
insurance Is adopted, It should include a state insurance pool to provide health
coverage for low-income individuals including the unemployed. Under this com-
prehensive approach, Title XIX (Medicaid) would be repealed and the low-.
income state Insurance pool would replace It. Using a temporary Medicaid type
approach for unemployeds during this recession would help accomplish the pur-
poses of the "Congressional Budget and Impoundment Control Act of 1974" (P.L.
93-344). It would allow pilot-testing and improve the information base In advance
for determining the effectiveness of the forthcoming national health insurance
program. In other words, if Congress should decide to temporary cover the
unemployed during this recession, it would be helpful to pilot test a program
which could become one of the basic building blocks of national health insurance,
i.e., coverage for the unemployed, the low-income and the poor. This approach
would build on our existing private health insurance system since the states
would be utilizing existing carriers.

EXHIBIT A
WEEKLY EXTRA BENEFIT COSTS PER EMPLOYEE

Percent
1973 1963 change

Social security taxes ........-...................................... $10.13 $3.23 +214
Private pensions (nongovernment) .................................. 9.67 4.19 +131
Paid vacations .................................................... 8.96 4.62 +94
Insurance (life, sickness, accident, hospitalization, etc.) ................ 8.79 3.12 +182
Paid rest periods, lunch periods, wash-up time, etc .................... 6.56 2.90 +126
Paid holidays ..................................................... 5.67 2.79 +103
Unemployment compensation taxes .................................. 2.25 1.83 +23
Profit-sharing payments ............................................ 2.15 .96 +124
Paid sick leave ................................................... 2.12 .75 +183
Workmen's compensation .......................................... 1.77 .87 +103
Christmas or other special bonuses ................................... 71 .54 +31
Contribution to employee thrift plans ................................ . 42 .10 +320
Employee meals furnished free .............................. .42 .33 +27
Discounts on goods and services purchased from company by employees. .29 .21 +38
Other employee benefits ........................................... 2.21 1.08 +105

Total employee benefits ............................... ... 62.12 27.52 +126
Average weekly earnings ............................ 189.96 107.52 +77

Source: "Employee Benefits 1973," Chamber of Commerce of the United States.
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EXHIBIT B

Weekly eotra benefit coats by industry-1973
Per e

I
All industries -------------------------------------------
Manufacturers:

Petroleum -------------------------------------------
Chemicals and allied products
Transportation equipment --------------------------------
Primary metal........................................
Machinery (excluding electrical)
Fabricated metal products (excluding machinery and transportation-

equipment)-----------
Rubber, leather and plastic products ......
Stone, clay and glass products
Food, beverages and tobacco .....................
Instruments and misce)laneous products-_
Electrical machinery, equipment and supplies
Printing and publishing
Pulp, paper, lumber and furniture .......
Textile products and apparel

Nonmanufacturing:
Public utilities
Banks, finance and trust companies ......
Miscellaneous industries (mining, transportation, research, ware-

housing, etc.)
Insurance companies ........
Wholesale and retail trade (excluding department stores)
Department stores--

Source: Employee Benefits 1973, Chamber of Commerce of the United States.

EXHIBIT C

EMPLOYMENT IN THE UNITED STATES: 1958 AND JANUARY 1975

mployee
per week
$62.12

81. 88
71.56
67. 12
65.29
63.02

62.33
60.02
58.83
5& 15
57.98
55.38
54.87
53. 73
35.27

75.33
64.31

61.38
61.33
45. 10
37. 79

Year 1958 January 1975 seasonally adjusted data

Unemployed rate (percent) ........... 6.8 8.2
Total population (millions)... 174.1 212.9

Households (thousands)

Estimated from 1955 and 1960 data 1974 data
Male Female Male Female

Total head head Total head head

Total .............................. 50,830 41,775 9,055 69,859 53,862 15,997
Head 65 and over ................... 9500 6,025 3,475 13,877 8,076 5, 801

Head under 65 ................ 41,330 35,750 5, 580 55, 982 45, 786 10,196

Employed and unemployed (thousands)

Employed Unemployed Per- Employed Unemployed
cent Percent

Num- Per- Num- Per- Unem- Num- Per. Num- Per- Unem-
ber cent bar cent ployed bar cent bar cent ployad

Total ................. 63,036 100.0 4,602 100.0 6.8 84,562 100.0 7,529 - 100.0 8.2
Males, 20 and over ......... 40411 64.1 2,682 58.3 6.2 47,490 56.2 3,025 40.2 6.0
Females, 20andover ........ 19,043 30.2 1,242 27.0 6.1 29,932 35.4 2,624 34.9 8.1
Both sexes, 16-19 ........... 3,582 5.7 678 14.7 15.9 7,140 8.4 1,880 25.0 20.8
Jobs par household (head

under 65) .............-. 1.525 - 1.511

Sources: Bureau of Labor Statistics and Bureau of Census, with percentages and jobs per household computed by
the Chamber of Commerce of the United States.
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EXHIBIT D

TABLE A-S.-REASONS FOR UNEMPLOYMENT

Not sasonally
adjusted Seasonally adjusted

Jan- Jan- Jan- Sap- Octo- Novem- Decem- Jan.
esy uar ua tem er bar bar bar uary

1977 1974 1974 1974 1974 197

Number of unemployed (thou-sands):4, 1,8 225

Lot2slb... .2519 4,68 1,967 2,256 2,418 2,840 3,190 3,831
Left last Job.......757 780 738 745 834 784 788 760
Reentered labor force.- 1,227 1,905 1,239 1,592 1,450 1,670 1,762 1,924
Seeking ist Job ......... 504 637 679 726 770 784 778 858

Percent distribution:
Total unemployed ....... 100.0 100.0 100.0 100.0 100.0 100.0 100. 0 100.0

Job ioors .......... 50.3 59.4 42.8 42.4 44.2 46.7 48.9 52.0
Job leavers ......... 15.1 9.5 15.9 14.0 15.2 12.9 12.1 10.3
Reentrants ......... 24.5 23.3 26.7 29.9 26.5 27.5 27.0 26.1
New entrants ....... 10.1 7.8 14.6 13.6 14.1 12.9 11.9 11.6

Unemployed as a percent of
the civilian labor force:

Job losers ........... 2.8 5.3 2.2 2.5 2.6 3.1 3.5 4.2
Job leavers ............. .8 .9 .8 .8 .9 .9 .9 .8
Reentrants.............. 1.4 2.1 1.4 1.7 1.6 1.8 1.9 2.1
New entrants ........... .6 .7 .8 .8 .8 .9 .8 .9
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TABLE A-6.--UNEMPLOYMENT BY SEX AND AGE

Not seasonally adjusted

Percent
looking for

Thousands of persons full-time Seasonally adjusted unemployment rates
work

January January January January September October November December JanuarySex and s 1974 1975 1975 1974 1974 1974 1974 1974 1975

Total, 16 years and over -------------------------------- 5,008 8,180 81.0 5.2 5.8 6.0 6.6 7.2 8.2
16 to 19 years ----------------------------------------- 1,271 1,732 53.5 15.5 16.7 17.1 17.4 18.1 20.816 to 17 years ---------------------------------------- 606 746 25.1 18.8 18. 5 18.8 19.5 21.2 22.6Is to 19 ymers . . ..------------------------------------ 665 985 75.1 13.2 16.0 15.7 15.8 16.0 19.62o to 24 years --------------------------------------- 1,170 1,829 87.0 8.3 9.4 9.4 10.5 11.7 12.4
25 and over --------------------------------------- 2,567 4,619 89.0 3.2 3.7 4.0 4.4 4.9 5.7
25 54 yers ------------------------------------------ 2,122 3,938 90.5 3.3 3.8 4.2 4.7 5.1 6.1 -5y srs andover ----------------------------------- 445 681 80.0 2.8 3.0 3.1 3.2 3.7 4.2 ,p.Males 16 years and over -------------------------------- 2,764 4,644 85.6 4.3 5.0 5.4 5.7 6.4 7.2
16 to 19 years ----------------------------------------- 707 972 54.6 14.1 16.9 16.5 17.1 17.4 19.8
16 to 17 years ----------------------------------------- 365 439 26.4 18.2 18. 4 17.9 19.7 21.1 22.3Is to 19 years ------.......................----------- 341 533 77.9 11.4 16.6 15.2 15.1 14.9 18.2
20 to 24 years ----------------------------------------- 648 1,070 90.9 7.7 9.1 9.4 10.4 11.2 12.6
25 years and over -------------------------------------- 1,409 2,602 95.0 2.6 3.0 3.4 3.7 4.2 4.8256 54 years ---------------------------------------- 1.130 2,189 97.0 2.6 3.1 3.6 3.9 4.4 5.1
years Od over -------------------------------------- 280 412 84.2 2.6 2.8 2.7 2.8 3.4 3.9Females, 16 years dover ........... z --------...... 2,244 3,535 75.0 6.5 6.9 7.0 7.8 8.5 9.7
16 to 19 years --------------------------------------- 564 759 52. 0 17.1 16.5 17.8 17.6 19.0 22.116 to 17 years ------------------------------------ 241 307 23.1 19.6 18.6 20.0 19.3 21.4 23.0Is to 19 years ----------------------------------------- 324 452 71.9 15.3 15.3 16.2 16.6 17.3 2L 120 to 24 yews ----------------------------------------- 522 759 81.6 9.0 9.7 9.5 10.7 12.4 12.225 years and over -------------------------------------- 1,157 2,017 81.2 4.2 4.8 4.9 5.7 5.9 7.125 to 54 years ----------------------------------------- 992 1,750 82.3 4.5 5.1 5.2 6.1 6.3 7.655 years and over -------------------------------------- 165 268 73.9 3.0 3.5 3.7 3.9 4.4 4.9

Source: Burea of Labo Statistics, U.S. Department of Labor.
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PaPARE STATEMENT OF THE HEALTH INSURANCE ASSOCIATION OF AMERIOA,
SUBMiTTED BY PAUL M. HAWKINS

This statement is filed on behalf of the Health Insurance Association of
America in opposition to S. 496. The Health Insurance Association of America is
an association of 32 insurance companies which write approximately 85% of
the health insurance written by insurance companies in the United States.

We recognize the serious health insurance problems that have been created for
a large segment of our population as a result of our present economic dislocation.
For many years our companies have urged employers to provide for continuation
of coverage for their employees for as long as they could possibly afford. But
even with that effort, the results have obviously not been sufficient to meet the
needs of the large number of unemployed people and their families.

The private health insurance industry's concern with continuity of coverage is
not only evidenced by strongly promoting it in the sale of our regular business,
but it is also an important ingredient in the proposal which we support for na-
tional health insurance. The National Healthcare Act, first introduced in 1970 and
shortly to be reintroduced in both Houses of Congress by Senator Thomas J.
McIntyre and Representative Omar Burleson, provides for a coordinated program
of uniform, comprehensive benefits for everyone-employed or unemployed, poor
or near poor. In today's period of high unemployment, the Healthcare Act would
meet the problem without the need for additional special legislation or a sharp
increase in the level of Federal financing. It provides, for example, that a laid-off
employee would have his coverage continued for a considerable period under his
employer's plan, following which he would be transferred to a state plan with the
same or better standard benefits. We would respectfully commend the proposed
National Healthcare Act to your thoughtful consideration once you have dealt
with this emergency situation.

Our industry is most anxious to cooperate in every possible way In solving the
present difficult situation.

However, we must oppose S. 496 for several reasons.
First, Medicare benefits are particularly directed at the needs of the elderly.

The average unemployed family of today would find them unsuitable to their
primary needs.

Second, the Medicare approach would be difficult to substitute for the group
insurance programs which most employers have since Medicare is an individual
program. It is necessary to enroll, bill, and maintain eligibility and status files
one by one. This approach works satisfactorily for the elderly, who enroll once
and for life. It is quite Inappropriate for a temporary program whose beneficiaries
will be constant turnover.

Third, Medicare (Part A) requires a $92 deductible for the first 60 days of
hospitalization, and $23 a day deductible for the 61st through 90th day. For an
individual who is unemployed, these payments under the Medicare system would
be difficult to meet.

Fourth, the Bureau of Health Insurance, the carriers, and intermediaries for
the Medicare Program would have difficulty in taking on large numbers of new
beneficiaries In a very short period of time as the bill would require. Additional
hardware and personnel would be costly, if obtainable, and difficult to obtain in
a relatively short period of time.

Fifth, as has been indicated by leading advocates of legislation to protect the
unemployed, it should be kept entirely separate and distinct from consideration
of any future national health insurance program. With this we agree. However,
we fear the implications of expansion of Medicare for this particular purpose
would point In the direction of a form of national health insurance which we
unalterably oppose.

While we have expressed strong opposition to S. 496 In meeting the serious
problem confronting the Nation, the approach proposed in S. 625 seems to us to
be more desirable. We support its 'principles. We feel a national program for
continuation of existing health insurance coverage for the unemployed can be
made to work with reasonable effectiveness and economy.

The principles of S. 625 make sense to us because,
1. They are least disruptive of present practices for employees, employers, and

insurance carriers;
2. They provide an immediate, although somewhat imperfect, answer to an

urgent problem;
3. They do not add.to the distress of the unemployed by forcing them to resort

to the welfare process; and -
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4. They afford insurance carriers the opportunity-and the challenge as well-
to assist in this national emergency by doing what they are in business to do.

The companies which we have had a chance to consult are ready to take on this
emergency program on a reasonable basis that recognizes the possibility of in-
creased claims costs and the inherent administrative complexities.

We are well aware that S. 625 presents some troublesome conceptual and prac-
tical problems which we have discussed in our testimony presented to the Senate
Labor and Public Welfare Committee on March 6.

To develop and implement such a program under forced draft is no small task.
It is one that requires high technical competence and broad experience in a wide
variety of situations. The Board of Directors of the Health Insurance Association
of America authorized the creation of a special task force of actuarial, claims,
systems, and management experts-drawn from a wide spectrum of our member
companies-to be available to assist the Congress and the Executive Branch in
developing the necessary procedures to implement a program along the lines of
S. 625.

Our special Work Group on Health Insurance for the Unemployed is ready to
get down to work in developing these implementing procedures further, in coop-
eration with your staff and other carriers.

The insurance companies of America are ready, are willing, and have the
demonstrated capabilities to help handle this emergency.

PREPARED STATEMENT OF THE NATIONAL ASSOCIATION OF BLUE SHIELD PLANS,
PRESENTED BY CHARLES B. SONNEBORN, VICE PRESIDENT

Mr. Chairman, the National Association of Blue Shield Plans appreciates
this opportunity to present our views concerning legislation to provide health
benefits to the temporarily unemployed.

The Association consists of 71 locally-based, not-for-profit medical care pre-
payment Plans, employing 55,000 people and covering 73 million private sub-
scribers and an additional 12 million as agents for government programs. Two
of every five Americans look to Blue Shield for financial protection against health
care expense.

For the record, we have testified before, and we still believe, that health
legislation should fit Into a broad consideration of the individual's needs-that
it is preferable to consider housing, diet, sanitation and other factors which
impact on health in a priority scale with health services. However, given the
unique nature of these circumstances, we will confine our remarks to the issue
of health benefits for the unemployed. The current situation is unusual for health
insurance legislation, in that if it requires legislation, it requires emergency
legislation. This imposes certain criteria, and we will comment in that context.

First, any attempt to provide emergency relief for the unemployed must rely
upon existing mechanisms. There Is no opportunity for extensive restructuring
if benefits are to be delivered rapidly. Furthermore, any extensive use of a
new mechanism or a new benefit approach would involve lengthy debate and be
likely to polarize opinion. This poses the distinct possibility that no action
could be taken in time to achieve the basic purpose.

Second, the program must be simple. There will be little opportunity for
major re-education of patients, employers, and providers of health care services.
Neither can systems be extensively redesigned if the program is to be imple-
mented on an emergency basis.

Mr. Chairman, we believe that the Social Security mechanism Is not the best
approach to the problem being addressed here today. To extend coverage to the
unemployed through the use of the Medicare program, it would be necessary to
create an additional system within a system. The current program is designed
to extend specific benefits to a specific population. Eligibility and administration
are geared to individuals. The system is not set up to accommodate families with
various age groups and different health care needs.

As one practical example of the differences, family contracts tend to asgre-
gate deductibles. Medicare does not, nor can it easily be re-programmed to do
so. A family of four hospitalized after an accident would incur four separate
$92 deductibles on the first day. The design is simply inappropriate for this
population.

The group coverage of the employed population reduces both underwriting
concerns and administrative cost, making possible better benefits at less cost.
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The efficiency of bulk processing for premium collection and eligibility main-
tenance is obvious. This Is especially germaine to the current unemployment
situation, when mass lay-offs cause great influxes of people at one time.

Medicare Is simply not designed to make use of the efficiencies of group
processing.

It is necessary to enroll, bill and maintain eligibility an4 status files one-by-
one. First, a new account and records for each individual and family member
must be established with the Social Security Administration. This entails an
Initial eligibility determination and a re-confirmation of this eligibility on a
continuing basis. Eligibility cards must be issued and updated periodically.

Under the present Medicare system, termination Is not a problem. The un-
employed population will flow in and out of the system, necessitating new pro-
cedures involving substantial administrative cost. Medicare works satisfactorily
for the elderly who enroll once and for life; it is quite Inappropriate for a
temporary program with constant turnover.

Some of the administrative costs are not available to us, but it is quite
clear that the administration of the program would absorb millions of dollars
which could otherwise be used to purchase care.

Another problem In using the Medicare program Is the beneficiary and provider
education requirements. Such providers as children's hospitals and pediatricians
will have to become familiar with Medicare benefits and administration for the
first time. Explaining the program to the unemployed individual and members
of his family will be an enormous problem, quite unnecessary in some alternative
approaches.-

Further, Medicare is committed by statute to pay benefits without regard to
other coverage, such as that of an employed spouse. While the commitment could
be reversed by legislation, present Medicare programming has no capacity to
identify duplicate coverage. The potential saving from subrogation and coordi-
nation of benefits in private coverage could be a quite significant percentage of
total program cost.

Finally, we would oppose the Medicare approach because variations in unenr-
ployment would result in large additions to carrier workloads in some areas.
This would be difficult to accommodate. The problems of recruiting and training
staff for the needs of a temporary but major source of beneficiaries, and then
dismissing that staff after 12 or 13 months of operation, are a nightmare.

Mr. Chairman, there are several alternatives to the Medicare approach. We
would like to discuss these briefly.

An alternative would be to assume that the Medicaid program could serve
the unemployed. This could be achieved either by applying the present eligibility
criteria to the unemployed, or by waiving those criteria on the basis of
unemployment.

We would oppose this alternative, because Medicaid administration is quite
uneven from state to state, and there is little assurance that all areas could
cope with the increased workload. And as with Medicare administration, It is
difficult to recruit and train additional staff for a temporary program.

If the present eligibility criteria were retained, unemployed individuals would
have to spend their resources down in order to qualify. We have previously testi-
fied before the House Ways and Means Committee that the unemployed are a
special class, with different financial commitments and different longer term
prospects. The spending down requirements would have a pronounced effect
upon their ability to maintain the living patterns to which they are committed,
and to which they will presumably return when employment resumes.

Finally, were the eligibility criteria to be waived, very substantial Increases
would be necessary in federal and state spending. It Is questionable that either
federal or state governments could afford the required outlay without conse-
quences elsewhere in the economy.

Another alternative would be to design a uniform program of essential institu-
tional and professional care, to be furnished by carriers, with the financing of the
program a responsibility of the federal government.

This approach would be more practical than either of the first two. It would,
however, fail the test of speedy implementation. The necessary organizational,
contractual, and administrative problems could take several months, and create as
a result substantial communication and education problems. We would not dis-
miss this approach as unworkable, but it is less easily implemented on an emer-
gency basis than the next alternative, which Is:
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To extend present group coverage through a continuation of group eligibility.
Each carrier would administer the same benefits for the unemployed as they held
through their present group contracts, with eligibility certified through the unem-
ployment insurance mechanism. The carrier would bill the federal government for
the premium for that portion of the gioup which is eligible through unemployment.

We have previously testified that Blue Shield believes it is a proper role for
government to identify those groups who cannot finance their own health Insur-
ance, and to provide such financing.

Such an approach will result in some inequities. For example, the self-employed
and some very small group employees will not qualify. We assume that Medicaid
will assist these people, despite the shortcomings of the Medicaid approach. Con-
tinuances of group coverage is not a cure-all, but it will provide relatively fast
assistance to the majority of the people who need it. This intent must be recog-
nized. This alternative does present some policy issues.

It will be argued, for example, that it is inequitable because it provides differ-
ent levels of coverage to different individuals through general revenues. Clearly
this is true, and there is some inequity in it. Nevertheless, the intent is to continue
existing coverage, and it could be argued that the tax deductibility of the coverage
already provides varying levels of government support. We have strongly sup-
ported in the past. and we still do, the principle that minimum levels of coverage
should be established and enforced. Without departing from that objective, we
do not believe that emergency legislation is the proper vehicle in which to address
the issue.

The employees of an employer who goes out of business could not benefit from
this concept, unless the unemployment compensation agency identified the group
and certified its eligibility to the carrier. We would recommend that any bill in-
corporate this provision.

An important question is whether the program should be voluntary on the part
of employers and carriers, or whether it should be mandatory for both. We believe
that a voluntary program would lead to uncertainty, since the unemployed in-
dividual would not be sure that his coverage would continue, and to confusion,
since the administration of eligibility would not be uniform. Exception should be
made for individuals with employed spouses, who could and should claim the
unemployed individual as a dependent for health insurance purposes in existing
group coverage. With this exception, however, we believe that smooth operation
and equity would both be best served by requiring all employers and all carriers
to participate in the program.

A corollary is that the federal government, in assuming responsibility for
the coverage of the unemployed, should also assume responsibility for addi-
tional and necessary administrative costs on the part of employers and carriers.

In addition to the policy considerations, there are administrative concerns of
which, Mr. Chairman, your Committee should be aware.

Eligibility determination should properly be a function of the unemployment
compensation agencies of the states. Blue Shield proposed this device to the
Ways and Means Committee in May, 1974, and we believe it wholly appropriate.
We did not, however, anticipate the emergency conditions under which it might
be implemented. The ability of the insurance carriers to function quickly would
be dependent upon the efficiency of the unemployment compensation agencies in
determining and conveying eligibility information. We are frankly uncertain
as to the ability of the agencies to perform on short notice. Federal funds may
be necessary to support additional manpower or systemD for conveying eligibility
information. This function is considerably simpler than a corresponding increase
in Medicare or Medicaid workloads.

A related problem is the termination of eligibility. While we can assume
that employers would report eligibility as they now do, presenting relatively
few administrative problems either to themselves or to the carrier, we cannot
assume that the termination of eligibility will be on the same uniform basis.
Where an employer calls back his work force, the problem Is relatively simple.
Where the employer does not call back the work force, and eligibility terminates
by a process of individual attrition, the problem is much more difficult. The only
simple and practical method we can suggest is a monthly recertification of
eligibility to the employer by the unemployment compensation agency. This
could be by direct communication, or by furnishing a slip to the employee for
forwarding to the employer. In the absence of recertification, the individual
would be considered re-employed, and the original employer would remove him
from the list sent to the carrier.
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A great deal of group coverage is negotiated between management and labor.
Binding agreements between them sometimes expand the scope of benefits. These
changes occur at stated times, and will in some cases come due while the
program for the unemployed is in effect. As a matter of orderly administration,
these expansions should apply to the temporarily unemployed who would be
eligible were they at work. The government should expect this, and not freeze
the benefits it subsidizes, creating, in effect, two groups for a single employer.

Similarly, carriers will be forced to adjust premiums in the year to come. In
most cases, this will be directly related to benefit expense, which is a product
of unit cost and utilization. This is a necessary and legitimate cost of maintain-
ing coverage. To the extent that groups accept it, the government should be pre-
pared to meet premium increases for its own beneficiaries.

It is obvious that the additional requirements of this program will generate
some additional administrative costs. This would be true if only because carriers
will have to prepare two billings per group. We do not wish to profit from
this program. Neither do we wish to exhaust reserves of our private subscribers
in subsidy to a program for which the federal government has assumed re-
sponsibility. We feel, therefore, that additional administrative allowances may
be necessary for the special requirements of this program, and that the legisla.
tion should make due provision for this. Given diverse nature of carriers and
their coverages and workloads, additional administrative cost should be negoti-
able, and an appropriate mechanism established in law for this.

An unknown factor, of some significance is the utilization of services by the
unemployed. Blue Shield has always provided for conversion by members of
groups to individual coverage. Obviously, not all unemployed individuals have
exercised this conversion privilege. In general, those anticipating medical ex-
pense do. We simply don't have complete experience with the group as a whole.
On one hand, we have observed actuarially significant increases in the inci-
dence of elective treatments during periods of unemployment. On the other
hand, we are aware that the practices of unemployment compensation com-
missions in at least some states actively discourage elective utilization. It may
also be that high unemployment produces a more representative group actuarially.

We expect. to assume the risk of reasonable utilization variances. But should
this utilization, with which none of us has much experience, assume really sub-
stanital and unforeseen dimensions, there will be no source of funds for benefit
expense except the reserves of the private subscribers. To the extent that ex-
perience can be charged in normal fashion, it is practical to use those reserves.
But should the government require segregation of the experience, we would ex-
pect reasonable limits to be established on either gain or loss, with retrospective
reconciliation with the federal government.

Finally, we should consider reasonableness of administrative cost for this
program. Recognizing that there is very little that can't be Improved, we have
always prided ourselves on the relative efficiency of our operations. However,
those operations have been developed over a period of years to meet a relatively
stable workload on a relatively permanent basis.

The whole premise of operating an emergency program through pre-existing
coverage Is that-there is maximum efficiency in maintaining an individual in the
group from which he comes and to which he is likely to return. The staffing
and systems problems are more manageable than they could be in any alternative,
since the carrier is geared to an established workload. Nevertheless, some
problems will arise. If the program is to ie implemented quickly, there may
be some duplication and some waste. We could avoid this in a phased-in im-
plementation over a period of several months. We may not be able to avoid some
of it in a crash implementation.

It is essential that the Congress recognize at the outset the conditions which
it is imposing. While we are not suggesting that the carriers should be relieved
of accountability, we are pointing out that they cannot implement this program
rapidly and be held responsible, several years hence, for standards of efficiency
which IviU! seem appropriate when the stresses of the moment are forgotten.
Appropriate waivers from the usual standards of acquisition for government
programs should be legislated, consistent with good faith and the intent of the
program.

Mr. Chairman, it may seem odd that we have opposed one approach to health
care for the unemployed that is pending before your Committee, identified an
alternative, and devoted a great deal of our statement to a critique of that alter-
native. Perhaps we should repeat our basic premise: from the administrator's
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point of view, a continuation of group coverage is more suited to the needs of
the unemployed, more efficient, less costly, more quickly deliverable, and alto-
gether more practical than other alternatives. Like any broad-scale program, it
does present some problems. We have tried to be honest about what those prob-
lems are, and how they can be resolved. We remain firmly convinced that the prob-
lems associated with adding the unemployed to Medicare and Medicaid are far
more difficult.

In summary, Mr. Chairman, we support the concept of extending the benefits of
pre-existing group coverage to the temporarily unemployed. It is not a perfect
solution. It is not even as good as it could be if it were debated and refined for
three or four months. It is, however, a reasonable response to the problem, and
on that basis, and with the concerns we have expressed, the Blue Shield Plans
stand ready to implement it on behalf of the nation's unemployed.

THE NATIONAL ASSOCIATION OF LIFE UNDERWRITERS,
Wa8hington, D.C., March 19, 1975.Hon. RUSSELL B. LONG, -

Chairman, Committee on Finance, U.S. Senate,
Washington, D.C.

DEAR CHAIRMAN LONG: Enclosed is a statement of the National Association
of Life Underwriters (NALU) commenting on various legislative proposals
dealing with emergency health problems. NALU did not seek to testify person-
ally before your Committee, but the Association did wish to convey its opinion
with respect to this issue. We would request, therefore, that the Association's
view be included in the printed record of the Committee's hearings.

Sincerely,
MIOHAEL L. KERLEY.

Enclosure.

STATEMENT OF THE NATIONAL AssoCIAnoN OF Lim TJNDERWRITERS
The National Association of Life Underwriters (NALU) wishes to take this

opportunity to comment on the concept presently incorporated in several legisla-
tive proposals which would make health insurance benefits available on an
emergency basis to those American workers who have recently become Jobless
because of the dramatic spread of the current economic recession in the United
States and who, because ofthis phenomenon, have lost their health insurance.

NALU is a Washington-based trade association whose 1,000 member state
and local associations have in turn over 130,000 members actively engaged in
the marketing of life and health insurance products in virtually every community
in the United States. NALU feels competent to comment on the emergency health
problem because life underwriters are in contact daily with people in the com-
munity and are intimately acquainted with the problem the current high Jobless
rate has caused, including the dislocation of normal health insurance benefits.

Life underwriters are deeply troubled by the severe financial loss people are
exposed to when health insurance benefits are lost along with a Job. Of course,
whenever and wherever possible, life underwriters are assisting recently unem-
ployed workers to extend their current benefits, convert their former benefits or
acquire health insurance coverage on an individual basis to make up for insur-
ance lost because of unemployment. In many instances, however, the drastically
reduced income unemployed persons experience makes it impossible in many cases
for them to afford even moderate individual health insurance coverage.

NALU supports legislation which will temporarily fill the gap created by
high levels of unemployment and make it possible to extend health insurance
coverage to recently unemployed individuals and their families on the same basis
as they were covered before becoming unemployed. Two approaches to solving
the problem are covered by this statement. One method, sponsored by Sen.
Edward M. Kennedy in the Senate and Rep. Paul G. Rogers In the House and
embodied in S. 625 and H.R. 4003 respectively, would direct the Secretary of
Labor to pay directly to insurance carriers the premiums necessary to extend
for up to one year a laid off worker's benefits. S. 625 and H.R. 4003 would both
rely upon existing health insurance structures and methods for the most part, and
maintain the affected group in place for a temporary period of time.
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Another approach, sponsored by Sen. Lloyd Bentsen and Rep. James C.
Corman and contained in S. 496 and H.R. 3208, respectively, would attempt
to accomplish the same goal by making recently unemployed persons eligible
for Medicare Part A benefits. While arguments can be made for and against
both approaches, NALU prefers the method taken by S. 625 and H.R. 4003, each
of which would maintain the individual's status quo, relying on mechanisms to
deliver health insurance benefits which are presently In place and operational.

A third alternative, H.R. 5000, has been pdt forward by the Chairman of
the Subcommittee on Health, Committee cn Ways and Means, Rep. Daniel
Rostenkowski. Frankly, NALU has not seen an actual copy of this bill, but
from general descriptions published by the Committee, NALU has reservations
about the approach suggested by H.R. 500. The bill, while relying on the private
sector, seems to consider the problem as a long-standing one while most ob-
servers view It as a temporary emergency. NALU would prefer that short-term
problems be solved currently, and the long-term health care picture addressed
in a comprehensive national health insurance bill.

The need for emergency health Insurance legislation has been brought about,
of course, because of the recent economic recession which has caused wide-
spread unemployment in major Industries, and, through a rippling effect, touches
virtually every employer and employee in the United States. Most employed
workers enjoy numerous "fringe" benefits from employment including health
Insurance, and, while it need not be the case, It is oftentimes Indeed quite true
that when a worker loses his job, he loses his health insurance as well. This
occurs not necessarily because health insurance Is unavailable anywhere else, but
rather because it often represents an expense which an unemployed person
simply cannot pay.

It has been recognized by most witnesses who have testified before the various
Congressional committees now considering emergency health legislation, that If
a national health-care insurance program had been in place at this time, the Deed
for emergency legislation would have been obviated. While the spectrum of na-
tional health insurance proposals ranges from those which would create a
completely federal structure controlling virtually every aspect of the health-care
system to those which would merely make the money available to operate
the current system, most if not all of these proposals contain a program to
cover temporarily unemployed persons to guarantee that by virtue of unem-
ployment a person would not be denied effective access to the health-care system.

The National Health Insurance plan supported by NALU, the "National Health
Care Act" sponsored in the last Congress by Sen. Thomas McIntyre and Rep.
Omar Burleson is no exception. "The Health Care Act" would provide that a laid
off worker would-iton-aically have his health insurance benefits continued for
a significant period of time, and, if still unemployed at the end of that period,
the worker would be transferred to a state plan that would be required to have
the same minimum benefits as the employer-employee plan that covered the
worker while employed. The fact is, though, that no comprehensive national
health insurance plan Is presently in force, and so the need arises for enjergency
treatment of a problem that everyone hopes will be of short duration.-..........

As-noted above, NALU supports the proposal sponsored by Sen. Kennedy and
Rep. Rogers because we think the approach taken by these gentlemen Is appro-
priate for the times. S. 625 and H.R. 4003 perceive the situation to be grave at the
present moment and would call upon the existing health care structure to respond
accordingly. This we believe the system is ready to do, but it needs the funding
of the Federal government in order to accomplish the task.

Emergency situations call for emergency action, the salient Ingredients of
which are speed and effectiveness. While it is recognized that there is some
inequity in spending federal funds to continue health insurance programs which
may treat some workers less generously than others, the objective of the emer-
gency proposals is to get as much health Insurance benefits to unemployed work-
ers as quickly as possible. With a structure in place, the existing health insur-
ance system offers the most realistic expectation that these benefits-will be de-
livered In a minimum of time. In fact, health insurance Industry witnesses have
Indicated that the program can be implemented with virtually no lead time
whatever, although it is anticipated and expected that certain administrative
1)roblems will arise which will need to be solved. However, most private insur-
ance carriers have indicated the capacity and the willingness to.tackle this Job,
and NALTY believes they should be given the chance.

49-891 0 - 75 - 9
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This is not to say the Medicare system could not do the job in the final analysis
if given the task. However, in view of the emergency's, temporary nature, it,
seems to NALU that Medicare should not be asked to do- the job.

Medicare was designed to cover individual persons 65 and over who have left
employment permanently for the most part and who will spend the rest of their
lives in the Medicare system. As such, Medicare is geared toward a continuing
long-term financing of health Insurance benefits and would not be well equipped
to handle a temporary emergency such as we have now. Workers will constantly
be moving in and out of employment, a fact which presumably would cause
Medicare extreme administrative problems. And, even if the adjustments are
made, the end result would be the delivery of hospital benefits only to the
unemployed.

While hospital benefits are critically important, providing them alone would
probably only encourage usage in the hospital of medical services which would
normally be performed on an ambulatory basis. Also, the Medicare extension
bills make no provision for the availability of Medicare Part B benefits on an
optional basis, although this could easily be adopted. However, it seems likely
that unemployed persons would have just as much difficulty in paying the op-
tional Medicare Part B premiums as some of the elderly poor do now.

When considering the magnitude of the problem and the solutions at hand,
NALU's conclusion is that the workers to be served by emergency health insur-
ance legislation would be much more efficiently served by a program which
utilizes the current delivery system now in place and which provides those bene-
fits as quickly as possible. NALU, therefore, endorses the concepts of S. 625 and
H.R. 4003 and recommends that the Congress adopt them as quickly as possible.

PoSrIoN STATEMENT OF THE WASHINGTON BUSINESS GROUP ON HEALTH

The Washington Business Group on Health is most appreciative of this oppor-
tunity to present our views on the complex issue of health insurance for the
unemployed.

In providing our position for your consideration, we recognize that whatever
action the Congress finally takes on this issue will have a significant- imact
upon the larger Issue of national health insurance. We have tried to be consistent
with our guiding principles on NHI, a copy of which is attached for your infor-
mation. Also attached is a copy of our Statement of Organization so you may
become better acquainted with our background, membership and purpose.

This paper will, briefly, state our position, describe the process by which that
position was developed, and suggest a series of elements which we feel should
be colitained in any legislation passed on this Important topic.
Our position

We support the intent of Congress to act in the interests of the many millions
of unemployed Americans and their dependents who now face the severe hard-
ship that can result from the dual loss of employment and health insurance
protection.

We believe that the problem Congress is addressing is an employment issue
rather than a health issue and therefore should be treated in the same manner
as other congressionally approved programs to aid the unemployed. Our study
of this seemingly simple yet technically complex Issue -has led us to the con-
clusion that the best approach is to extend the benefits a laid-off person had
while employed. We feel this is consistent with the recent extensions of unem-
ployment compensation. Similarly, we feel the health Insurance extensions should
be funded from the general revenues and that the program should be of a tem-
porary nature.
Posftion development

Unemployment is a topic with which our members are all too familiar. A
quick look at our membership list will show that many of the nation's hardest
hit employers belong to the W3BGH.

Before the relationship of health insurance and unemployment even entered
the legislative arena, we felt the need to gather more and better information
about the extent of the problem. We were especially interested in learning what
employers generally do during Periods of extended lay-off.

Unable to find reliable, existing sources of this information, we conducted,
during February, a fast survey of 200 firms from which 127 responses were re-
ceived. Those 127 represent some 4.3-5.3 million workers.
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The full survey report is attached. We have tried, during the past weeks to
share our results, unscientific as they may be, with all pertinent congressional
committee staffs, the Administration and related professional and special in-
terest organizations. It is gratifying that this information was used during the
hearings.

During the past month we have held a series of meetings of our Steering Com-
mittee and special Technical Committees comprised of a cross section of disci-
plines and representing employers with a mix of employment and health insur-
ance levels. Arguments supporting every known position have been presented,
debated and analyzed. The full membership received background material, in-
cluding a draft position paper, and assembled in Washington on April 16 to
further debate the issue. Guidelines were established for the Steering Com-
mittee and, on April 17, the Steering Committee approved the position this paper
espouses.

The Washington Business Group on Health is fortunate to have among its
membership maiy of the nation's leading private insurance carriers. Their views
on this issue have been expressed through the Health Insurance Association of
America. We recognize that their position is not fully compatible with this
paper but we also feel that our organization is strengthened by the mix of posi-
tions and open dialogue such differences represents.

-In reaching our position, we measured the alternatives against the following
criteria :

1. cause the least disruption of the existing health system.
2. prompt implementation.
3. result in the least intervention by the government.
4. cause the least possible impact upon the unemployment Insiirance system.
5. the program should be temporary.
6. the program should not try to correct all the inequities of our health

system.
Rcco n tenda tions

The following recommendations represent Items which are significant elements
of our overall position:

1. One of the most difficult aspects of this entire issue is the inherent inequity
of providing health insurance benefits only for those who already had such
benefits. We are convinced that the program can be expanded to include those
who are unemployed yet had no benefits to extend. For those witl no prior benefits
it would be Impossible to use Medicaid, or a modified Medicaid approach for those
unemployed whb-are receiving unemployment compensation -and who would other-
wise receive no protection from this emergency legislation. Clearly, their emer-
,-ency is at least as great as that facing those who have previously been protected
t through employment-related insurance.

2. Specifically guarantee the confidentiality of health records.
3. Before deciding whether to support a premium or claims payment approach,

conduct an actuarial analysis to determine which approach will be more con-
sistent vith the legislation's emergency-abating intent and the budget deficit.

4. The legislation should specifically exclude those who, upon lay-off, are
eligible b )r other government sponsored health insurance programs. Strikers
should a13o be excluded.

5. Nearly every organization which has testified and every Congressman who
has commented on the proposed legislation has noted its relationship to National
Health Insurance. We feel-that, whatever program is finally Implemented, It wiil
contain and develop valuable lessons for the design and conduct of NHI. For
this rason, we suggest the legislation appropriate funds sufficient for an Inde-
pe'ndent monitoring and evaluation of the effectiveness and impact of this emer-
gency program.

6. There Is coficern among our members that the integration of health Insurance
with unemployment insurance will permanently alter the latter. Among the prob-
lems we foresee and which we would hope to have addressed in the final legisla-
tion are: (a) avoid using this emergency program as an excuse to raise the flat
rate UI tax base from $4,200.00 to $6,000.00, as some have proposed. (b) grant
State UT offices sufficient emergency administrative funds to prevent this new
task from making UI certification a mere "rubber stamp" approval. (c) keep UT
as an experience rated program therefore separating the costs incurred by the
new health insurance element from the traditional unemployment element. (d)
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the pros and cons of equalizing eligibility requirements and durations for all
states should be argued apart from any consideration of the new and temporary
health insurance element.

7. The legislation should exclude coverage of dental care. After careful review
of those employer paid plans which now provide such care, we have determined
that the cost impact would far exceed parity with the medical care value received.
The disparity is even greater when one considers that only a very small per-
centage of the group plans provide this coverage yet its continuation would drivc-,
the total program cost up dramatically for all.

8. Insurance carriers should enact an immediate open enrollment policy for any
employee whose spouse had provided the family coverage until lay-off. Bureau of
Labor Statistic information reveals 19% of unemployed males have a working
wife and 16% of unemployed women have a working husband.

9. We recommend that the legislation mandate cooperation and participation
by all affected employers and carriers. Frankly, our membership is not united on
this point. But most feel the program must reach all employers and carriers in
order to be effective and not create further inequities.

From an administrative point-of-view, we feel a mandatory program to be the
most realistic and cost-effective. The program simply will not work If employers
and carriers can opt in and out at will.

Lastly, we should note that several of our members have questioned the con-
stitutionality of a mandatory program. Our support does not imply a legal deter-
mination. We leave the issue of the legislation's legality to the Congress and
courts but do wish the record to show our uncertainty on this point. )
An issue

A number of our members have existing contracts which provide extended
health insurance for as long as a year after lay-off. While the percentage of such
employers is small, they represent a very large number of total employees and
an even larger percentage of those recently laid-off. We would like to call atten-
tion to the problem such firms face as they must continue paying for the same
extended benefits that other firms will now have, through general revenue
financing.
concluson

The Washington Business Group on Health has tried to give due deliberation
to all known proposals on the topic of health insurance and the unemployed.

We have taken a position which, frankly, is not easily accepted by many of our
members.

But we must act, and act now! And, while very open to improvement, we feel
the extended benefits approach to be the action most suited to the objective of this
legislation.

We very much appreciate this opportunity to share our views.

WASHINOTON BUSINESS GROUP ON HEALTH,
Washington, D.C., March 14, 1975.

NATIONAL HEALTH INSURANCE: A STATEMENT OF PRINoIPLES

The attached Statement of Principles has been developed through a delibera-
tive process Involving the participation of many members of the Washington
Business Group On Health and its Advisors. The Principles are presented
-with the hope of providing a focal point for a business position on this major
national issue.

STATEMENT OF PRINCIPLES
1ntroduction

Recognizing that access to health care for all Americans is a national objec-
tive; and recognizing that the development of a National Health Insurance
(NHI) program is being seriously considered by both the Congress and the Ad--
ministration as a means of providing said health care, the Washington Business
Group on Health (WBOH) has developed this Statement of Principles in an
effort to assist the national dialogue on this issue.

The Principles which follow were not developed to address any of the specific
bills and legislative proposals now under consideration. The Washington Busi-
ness Group on Health, reflecting a unique degree of cooperation and consenslus,
presents these principles as a cohesive unit-which represent our view of the
critical and interrelated elements necessary for any National Health Insurance
program.
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Readers of this statement should understand that it is based upon the assump-
tion that a National Health Insurance program will become law in the not too
distant future. Therefore, we are primarily addressing ourselves to the substan-
tive issues of what such a program might contain and how it could be adminis-
tered and financed.

THE WASHINGTON BUSINESS GROUP ON HEALTH
Supports (1)

The concept of a comprehensive NHI program providing adequate coverage
for all Americans, including protection against the catastrophic financial condi-
tions which may arise from major medical problems.
Supports (2)

The concept that the program should be based upon the principle of benefit
value equivalency. This would allow such private programs as will equal or
exceed the-Federally mandated benefits without requiring such private programs
to provide additional coverage beyond the point of benefit value equivalency.
Supports (8)

The underwriting of benefits in a NHI program by the private sector. The
program should be conducted under Federal guidelines administered by the U.S.
Department of Health, Education and Welfare, and implemented at the State
level.
Supports (4)

The principle that participation in a NHI program should be mandatory for
all employers with one or more employees. However, more study is required with
regard to the policy of compulsory participation by an individual. The particular
problems of part-time and temporary employees and the question of duplication
of coverage must also receive special consideration and analysis.
Supports (5)

The financing of employer-employee plans through shared premiums.
Supports (6) _

The financing of adequate coverage for the poor, near-poor and medically
indigent from general revenues.
Supports (7)

The principle that no payroll taxes (other than that for the continuation of
Medicare) be used for financing a NHI program.
Supports (8)

The principle that any NHI program be implemented on a phased-in schedule
of benefits over a period of years sufficient to recognize the impact of such a pro-
gram upon both the prevailing national economic conditions and-the ability of the
health delivery systems to respond to that impact.
Supports (9)

The use of equitable cost control measures such as: (a) alternative delivery
systems; (b) provisions for effective peer and utilization review; (c) incentive
reimbursement systems including prospective budgets; and (d) co-insurance and
deductibles, but with a limit on the medical expenses that could be borne by each
tWnred family.
Supports (10)

-- T! principle that any NHI program should seek to bring about greater effi-
ciency in the nation's health care system.
conclusion

This Statement of Principles is by no means all-inclusive. However, it does
establish the basic guidelines for a national health insurance program which our
growing membership feels would retain the best of our existing, essentially pri-
vate health system while simultaneously improving the quality and accessibility
of that system for all Americans.

Development of this Statement has resulted in a growing awareness of many
factors which have a great impact upon the cost of health care delivery and
which we feel should receive serious deliberation during the preparation of
national health insurance legislation.
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Among these issues is the serious problem of medical malpractice liability
which Is currently contributing to escalating health care costs, and a reduced
number of practising physicians.

The Washington Business Group on Health presents this Statement of Prin-
ciples as a unique blend of the beliefs, concerns and experience of Its members.
In the development of this Statement of Principles the WBGH has had the benefit
of advice from representatives of the American Hospital Association, Blue Cross
Association, the National Association of Blue Shield Plans, the Business Round-
table, the Health Insurance Association of America, the National Association of
Manufacturers, the American Medical Association, and the Chamber of Com-
merce of the United States of America. It is our hope that these principles will be
of assistance to all who are or will be involved in the difficult task of developing
national health insurance legislation.

STATEMENT OF ORGANIZATION

The Washington Business Group on Health is a membership organization
comprised of employers which have a common Interest in national health Insur-
ance and closely related legislation. Founded in July, 1974, at the suggestion of
The Business Roundtable Health Legislation Task Force, the Washington Busi-
ness Group on Health is supported by more than 100 Charter Members and a
growing number of general members.

Organizationally, the WBGH (structured along the lines of the former Wash-
ington Pension Report Group) is guided by a Steering Committee and staffed by
International Resource Management, Ltd., an independent consulting firm under
contract to the Washington Business Group on Health. The Steering Committee
is chaired by John F. Rudy, Director of Governmental Relations for The Goodyear
Tire & Rubber Company. The Treasurer Is Allan Cors, Vice President and Di-
rector of Government Affairs-for Corning Glass Works. The Staff Director is
Willis B. Goldbeck.

Eleven firms are members of the Steering Committee. The Committee relies
heavily on the advice from representativesof the Ohamber of Commerce of the
U.S., the National Association of Manufacturers, The Business Roundtable and a
distinguished group of health care and coverage organizations Including the
American Medical Association, Blue Shield and Blue Cross Associations, the
Health Insurance Association of America and the American Hospital Association.

Also assisting the Steering Committee are Technical Groups which consists of
health, benefits, finance and other technical experts drawn from the membership
on an as-needed basis.

The members' representation is two-tiered with the members' Washington
Representatives providing political expertise while the designated Home Office
Representatives, generally from the employee benefits field, provide technical
experience.

The Steering Committee meets regularly with key officials in the Executive
Branch and Congress and with other knowledgeable people in the health field,
trying to develop legislative concepts which are acceptable to the business com-
munity and are politically feasible.

The WBGH is guided by a Statement of Principles on National Health Insur-
ance. Policy results from staff analysis, Technical Group deliberation, and Steer-
ing Committee recommendations to the full membership.

WBGH staff is restricted to an educational, coordinative and administrative
support role. The individual member firms conduct their Own, normal lobbying
efforts.

Fully cognizant of both the difficulty and the necessity of achieving a united
business position on critical national health issues, the WBGH functions as a
forum for the consideration of national health legislation issues as they Impact
upon the private sector business community.
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AMP, Incorporated
A.O. Smith Corporation
Aetna Life & Casualty
Allis-Chalmers
Aluminum Company of America
American Can Company
American Cyanamid Company
American Smelting & Refining
American Telephone &
Telegraph Company

Armco Steel Corporation
Armstrong Cork Company
Atchison, Topeka & Santa Fe
Railway Company

Atlantic Richfield Company
Babcock & Wilcox Company, The
Bethlehem Steel Corporation
Boxing Company, The
Boise Cascade Corporation
Budd Company, The
Campbell Soup Company
Carter Hawley Hale Stores
Caterpillar Tractor Company
Chicago Bridge & Iron Company
Chrysler Corporation
Cities Service Company
Clark Equipment Company
Coca-Cola Company, The
Colombia Ga System Service
Colt Industries
Connecticut General Life

Insurance Company
-Continental Can Company, The
Continental Oil Company
Coopers & Lybrand
Corning Glass Works
Crown Zellerbach Corporation
Deering Milliken, Inc.
Dow Chemical Comp&ny, The
Dresser Industries, Inc.
.I. DuPont do Noours 6 Co.

Eastman Kodak Company
Eaton Corporation
Eli Lilly and Company
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Equitable Life Assurance
Society of the U.S.

Remark, Incorporated
Exxon Corporation
Federated Department Stores
Firestone Tire & Rubber Co.
First National City Bank
Ford Motor Company
General Dynamics Corporation
General Electric Company
General Foods Corporation
General Mills, IncQrporated
General Motors Corporation
General Tire & Rubber Company
GEZNSCO, Incorporated
George ). Suck Consulting

Actuaries
Goodrich Company, D.F., The
Goodyear Tire & Rubber Co.
Greyhound Corporation
Gulf Oil Corporation
Hanna Mining Company, The
Heinz U.S.A.
Hellmuth & Associates, C.T.
Hercules, Incorporated
Honeyell, Incorporated
Ingersoll-Rand Company
Internat'l Business Machine
International Harvester
Jewel Companies, Incorporated
Johns-Maanille Corporation
Jons & Laughlin Steel Corp.
Kennecott Copper Corporation
Koppers Company, The
LTV Corporation, The
Libbey-Oens-Ford Company
3M Company
Marathon Oil Company
Marcor Industries, Inc.
Martin Marietta Corporation
Head Corporation, The
Metropolitan Life Ins. Co.
Monsanto Company
Mobil Oil Company

Nabisco, Incorporated
Northern Natural Gas Company
Olin Corporation
Ovens-Illinois, Incorporated
PPG Industries, Inc.
Pet, Incorporated
Pfizer, Incorporated
Philip Morris, Incorporated
Pitney ovea
Proctor & Gamble Company, The
Prudential Ins. Co. of America
RCA Corporation
R.J. Reynolds Industries, Inc.
Ralston Purina Company
Republic Steel Corporation
Reynolds Mtels Company
Rockwell International
SCM Corporation
St. Regis Paper Company
Scott Paper Company
Sears, Roebuck and Company
Shell Oil Company
Shervin-Williams Company, The
Singer Company, The
SmithKline Corporation
Sperry Rand Corporation
Standard Oil Co. of California
Standard Oil Co. (Indiana)
Stanley Works, The
Stauffer Chemical Company
Sun Oil Company
Sundstrand Corporation
TRW, Incorporated
Texaco, Incorporated
Texas Instruments, Inc.
U.S. Steel Corporation
Union Camp Corporation
Union Carbide Corporation
Uffion Electric Company
Uniroyal, Incorporated
,Warner-Lambert Company
Westinghouse lectric Corp.
Weyerhaeuser Compauy
Whirlpool Corporation
Xerox Corporation
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WASHINGON BUsINEss GRouP ON HEALTH,
Washington, D.O., February 15, 1975.

SPECIAL REPORT

Survey findings: Health insurance and the unemployed
The great increase In unemployment has resulted in a call for legislation to

provide health insurance for those who have been covered under their employ-
er's plans but will loose that protection once laid-off.

According to the largest Business Week, "since September, payrolls have
shrunk by 1,549,000 workers... most of the Job loss has been in manufacturing
which had a 1.4 million reduction in Jobs."

Congressional estimates translate the 8.2 unemployment rate to mean more
than 3,000,000 workers with prior health insurance coverage will be loosing
that protection. Over the next year this ratio would "yield" over 8 million un-
employed and 25 million dependents In the eligible category.

Without addressing other segments of the population in need of health insur-
ance, and freely acknowledging that many inequities exist among those who
have some coverage, several legislative proposals have come forward. All ad-
dress this specific group . . . those who, were it not for the current inflation-
recession crunch, would have some degree of employment-related health
insurance.

As an organization comprised of 127 of the nation's foremost employers, the
Washington Business Group on Health felt responsible for collecting as much
information as possible about the extent of the problem, existing employer plans
to deal with the problem, and potential solutions. The information, once collated
and analyzed, would be given to appropriate members of Congress, the White
House and Executive Branch.

Primary among the functions of the WBGH Is an ongoing effort to be a posi-
tive influence in the dialogue about national health insurance. Since the advo-
cates and detractors of the aforementioned legislation for the unemployed
have bott related it to NHI, we felt it well within our purpose to assume a
significant role in this important public policy debate.

A short, quickly designed survey was distributed to the WBOH membership
(118 at that time), members of the Council on Employee Benefits and select
other employers. The universe of potential participants was 200 employers.
To date, 127 replies have been recorded. Our analysis of the data will be ongoing
but this report will present our preliminary findings.

Please note that this survey and its analysis seek only to provide broad in-
dicators of the scope of the problems and current employer policy. It does not
claim to be a scientifically valid sample nor statistically pure. It should be further
noted that the individual replies are confidential. This office will be happy to
discuss our report with any Interested parties, but will not honor any requests
for information which would identify specific respondents.

A list of the employers represented in this survey can be found in Appendix A.
PreUminary/ Pindkt sg

Definititno.-We asked for information on union, non-union and "other" cate-
gories of employees. For this report, due to the wide range of replies and defini-
tions of non-union, we are using- only union and other.

By "laid-off," we meant something extensive and we suggested 4 months or
more as an example of such a lay-off.

Question. How many employees are represented by the respondents?
Total: 4.3-5.8 million.
Union: 2.0-2.5 million.
Others: 1.8-2.8 million.
The total Is more than the sum of "union" and "other" because several respond-

ents provided only an aggregate figure.
Question. What types of employers responded?
Size: Most were very large but all sizes had some representation.
Geographic: A good national spread with the South least well represented.
Type of business: A wide range including auto, retail, steel, petroleum, utilities,

manufacturing, banking, pharmaceutical, mining, insurance and chemicals.
Gap: The construction industry was under represented. The survey did not

include public service employees, agricultural, self-employed or domestic workers.
Quotion. What Is the extent of the layoff problem?
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Of the 127 respondents, 69 stated that they had some employees in a permanent
or extended lay-off status attributable to the overall economic conditions; as
opposed to traditional lay-offs of a seasonal or short-term nature.

Not all of the 69 provided a numerical breakdown of those laid-off, but for those
which did, the following analysis can be developed.

Total: 357,963 (including several which were provided in aggregate).
Union: 259,350.
Other: 86,685.
It should also be noted, and will be further discussed later, that the above totals

do NOT include those who were laid-off prior to being eligible for participation in
the health benefits program. Nor do these figures include part-time and temporary
employees.

ANALYSIS BY CATEGORY OF BUSINESS

Category Union Other Total

Auto (bit 3 only) .................................................. 207,200 7,400 214,600
Retail .......................................................................... 6,100 6.100
Utilizes ...................................................................................... None
Manufacturing .................................................... 50,120 20,435 1132, 533
Petroleum ---------------------------------------------------. 285 215 500
Insurance ------------------------------------------------------------------------------------ N one
Banking ------------------------------------------------------------------------------------- N one
Mining ................................................................. None
Pharmaceutical ................................................... 2 400 650
Chemicals -------------------------------------------------------------------------------- None
Steel ............................................................ 1,495 2,135 3,630

1 Includes 52,000 from 2 firms which gave aggregate figures.

Question. What Is the predicted change in the layoff pattern for the next 12
months?

Many, including the auto industry, did not answer this question. For those
that did, few expect more than a 2% increase; many expect a decrease and for
those which predicted an increase of over 2% the number of employees currently
laid-off was generally a very small amount making the increase more dramatic
in percentage terms than In absolute numbers.

Question. How many employees have been laid off before becoming eligible for
participation in a health plan?

The data clearly shows that most employers do have a waiting period before
new employees "earn" the right to participate in the company health plan. The
duration varies but Is most typically 30 days and generally no more than 90
days. It is equally true that most employers, In times of economic stress, lay-off
first those who were hired last.

Therefore, It Is easy to see that the probability exists for many to be laid off
before gaining entrance Into the health plan. This was one of the few questions
that many refused to answer; possibly indicating that the numbers would look
bad, and frequently indicating that they simply do not keep good records of such
lay-offs because the employee's departure has a slight impact upon company
personnel operations.

A number of those firms which did provide specific data showed a high corre-
lation between the total number of lay-offs and those not yet eligible to
participate.

Qtteston. Do employer health plans contain a major medical or other form of
catastrophicc" coverage?

Yes: Nearly all said that they did, and nearly all of these do so for both their
UNION and OTHER employees.

Question. Is there a deductible and/or co-insurance requirement for the major
medical coverage?

Yes: For a very high percentage of the respondents, both the deductible and
co-insurance are required ... and are required in equal amounts for both UNION
and OTHER employees.

The most typical requirements are deductibles from $50-100 with a 20%
co-Insurance.

Question. Is coverage that is normally provide for dependents continued dur-
ing a period of layoff In the same manner as that of the employee?
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Nearly 100% of the respondents said YES. But many added the proviso that the
dependent's share went to 100% employee paid even if the employer had pre-
viously been paying a share.

Question. Did employers know the layoff provisions of their major suppliers?
This question was prompted by the experience of the auto industry where the

major suppliers are frequently covered under the same or similar UAW contracts.
However, few other respondents provided any information.

Question. Do employers have special programs under study or development that
would apply to the current layoff problem?

No: There were a few which said they would start such a study if they were
faced with massive layoffs. Few of those which are faced with just such a prob-
lem have actually started a study. Notable exceptions included one firm which
stated their simple program: "we will waive the employee's share of the premiums
for the duration of their layoff."

Question. What is the average monthly per capita cost of the health plans?
It must be noted that a more accurate source of this information would be the

insurance providers, but we asked the question to get some feel for the extent of
coverage that was prevalent among our respondents. The average was: Individual
$18.00; family $50.00. The range was: Individual $8.40-28.82; family $25.00-85.00.

We have checked with the insurance providers and find this to be an accurate
analysis.

Question. What is the number of employees who, because they are temporary
or part-time, are not covered by any of the employer's plans?

Of the 127 respondents, 38 said they had people in this category. 38 of the 38
provided a "head-count", several listing 25 or fewer. Total: 263,003.

Most of these are in the retail trade and itmust be noted that some of the large
retail firms did not answer this question indicating that the total is actually
higher.

Norr.-None of these are in the category of awaiting eligibility to join the
company plan.

Question. We received three types of responses to the overall request for infor-
mation about methods of extending coverage during periods of layoffs.

A. Although not specifically mentioned in the questionnaire, many of the re-
spondents identified the employees' right to "convert" their group plan to an in-
dividual policy. The typical result of conversion is both reduced benefits and 100%
premium payment by the individual.

B. We did ask if the employees would be allowed to keep their group plan with
full benefits, if the employee paid the pre-mium. 37 companies said YES and added
that the time periods ranged from three months to Indefinite. 6 months was the
most common and in most cases, when the employee takes over, he pays 100% of
the premium.

C. We also asked what formula the companies have to provide an extension of
their group plans during layoffs. 86 said they had some such formula. Almost
all of the 86 had a formula for both union and other employees although not at
the same level in all cases.

The most common period for employer paid extension is from 30-90 days.
There are a great many different plans and these have not all been analyzed yet.

They are generally based on seniority. On the average, the extension, including
both the employer and employee paid periods, does not run beyond 6 months...
but there are notable exceptions running from I to 2 years and beyond.

"Last day of the month following the month of layoff" is a very common plan.
Interestingly, the number of firms which provide better major medical protection
for. their salaried employees is balanced by companies doing more for the union
workers. A large majority have identical plans.

In sum, the replies indicate that, with a few notable exceptions the employee
will either have no health benefits or will be paying 100% of the premiums
within 90 days.

Where layoffs reach up the senority ladder to those with 2 years' and then 10
years' service, the employer paid extension period more frequently increases to
12 months but this is still a minority of the 127 responses.

Wruus B. GOLDBeK.
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APPENDIX A

Survey Reasndentas - UGH Member

A B Dick Company
.ACT Industries
AM F, Incorporated*
A.O. Smith Corporations
Aetna Life & Casualty*
Air Products and Chemicals
Allis-Chalmers*
Aluminum Company of America*
American Can Company*
American Cyanamid Company*
American Smelting & Refining*
American Telephone and Telegraph Co.*
Armstrong Cork Company*
Aruco Steel Corporation*
Ashland Oil
AtchisonTopeka and Santa Fe RR Co.*
Atlantic Richfield Company*

B.F. Goodrich Company, The*
Babcock & Wilcox Company, The*
Balk Stores Services
Bethlehem Steel Corporation*
Budd Company, The*

C.T. Hellauth & Associates, Inc.*
Campbell Soup Company*
Carrier Corporation
Caterpillar Tractor Company*
Chicago Bridge and Iron Company*
Chrysler Corporation*
Chase Manhattan Bank
Citibank of New York
Cities Service Company*
Clark Equipment Company*
Coca-Cola Company, The'
Continental Can Company, Inc.*
Corning Glass Works*
Crown Zellerbach Corporation*

Deering Milliken, Inc.*
Dillingham Corporation
Dov Chemical Company, The*
Dravo Corporation
Dresser Industries

Eastman Kodak*
3.I. DuPont do Neours & Company*.
eroon Electric

Equitable Life Assurance Soc. of US*
Esmark, Inc.*

Federated Department Stores, Ie.*
Firestone Tire & Rubber*
Ford Motor Company*

arfinkel, Brooks Brothers, Miller & Rhoads
General Dynamics Corporations
General Electric Company*
General Foods
General ills, Incorporated*
General Motors Corporation*
General Tire & Rubber Company, The*
GEESCO, Inc.*
Gerber Products Company
Goodyear Tire and Rubber Company, The*
Greyhound Corporation*
Gulf Oil Corporation*

Heinz U.S.A.'
Hercules, Incorporated*
Honeywell, Incorporated*

International Harvester*
International Kinerals and Chemicals

Jewel Companies, Inc.*
Jones and Laughlin Steel Corporation*

LTV Corporation, The*
Libby-Owens-Ford Company*
Litton Industries

Martin Marietta Corporation*
Mead Corporation, The*
Melart Jevlers
Mobil Oil Company*
Monsanto Company*
Montgomery Ward
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Northern Natural Gas Company*
Morton Company

Owena-lllinois*

Pfizer, Incorporated*
PPC Industries*
Pepco
Philadelphia Electric
Philip Morris, Inc.*
Polaroid
Proctor & Gamble Company, The*
Prudential Ins. Company of America, The*
Public Service Company of Colorado (Includ

Cheyenne Light, Fuel & Power Company,
Western Slope Gas Company and Fuel
Resources Development Company) -

Public Service Electric and Gas Company

U.S. Steel Corporation'
Union Camp Corporation*
Union Electric Company*
UIIROYAL, Incorporated*
United Aircraft Corporation
Utah International

Warner-Lambert*
Westinghouse Electric Corporation*
Western Union Telegraph
Whirlpool Corporation*
Whittaker Corporation
Woodward and Lothrop

es
Xerox*

Quaker Oats

Ralston Purina*
Reynolds Metals*
Rockwell International*

SCM Corporation*
Scott Paper Company*
Sears, Roebuck and Company*
Shell Oil Company*
SmithKline Corporation*
Singer Company, Thee
Sherwin-Williams Company, The*
Sperry Rand Corporation*
Stanley Works, The*
Standard Oil Company of California*
Standard Oil Company (Indiana)*
Stauffer Chemical Company*
Sundstrand Corporation*

Responses of the following firms arrived
too late to be included. A review of
the information they provided indicates
that it would not change any of the re-
sults presented in the preceedLng report.

Sun Oil Company*
Connecticut General Life*
Boeing*
Gould, Inc.
Southern Pacific Company
Olin Corporation*

Ten4co
Texas Instruments, Inc.*
Thalhimer Brothers, Inc.
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