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SOCIAL SECURITY AMENDMENTS OF 1960

WEDNESDAY, JUNE 29, 1960

UNITED STATES SENATE,
COMMI.tITEE ON FINANCE,

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

Senate Office Building, Senator Harry F. Byrd (the chairman) pre-
siding.

Present: Senators Byrd Kerr, Frear, Smnathers, Anderson, Douglas,
Gore, Talmadge, Hartke, McCarthy, Williams, Carlson, Bennett, But-
ler, and Curtis.

Also present: Elizabeth Springer, chief clerk.
The CIIAIRMAN. The meeting will come to order. The hearing to-

day is on the bill H.R. 12580, the Social Security Amendments of 1960.
I place in the record at this point a committee print showing in tabu-
lar form the major differences in the present social security law and
H.R. 12580 as passed by the House of Representatives. This is an
excellent document which was prepared for the use of the Commit-
tee on Finance by the Education and Public Welfare Division of the
Legislative Reference Service of the Library bf Congress, under the
direction of Miss Helen E. Livingston, Chief of the Division, and
Frederick B. Arner, specialist, in social legislation.

(The material referred to follows:)
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OLD-AGE, SURVIVORS. AND DISABILITY INSURANCE

I. Coverage
A. Self-employed

1. Professional groups
2. Ministers

B. Employees
1. Domestic workers
2. Casual labor
3. State and local government employees
4. Employees of nonprofit organizations
5. Family employment

C. Geographical scope
II. Provisions relating to permanent and total disability

A. Nature of the provisions
1. Benefits
2. Disability "freeze"

B. Eligibility requirements
1. Definition
2. Waiting period
3. Work requirement

C. Rehabilitation
III. Eligibility for benefits

A. Insured status
B. Survivors or workers who died prior to 1940
C. Widowers of workers who died prior to 1950
D. Children born or adopted after parent's disability
E. Dependency of stepchild on natural father
F. Time needed to acquire status of wife, child, or husband for retirement or disability benefit purpose
0. Invalid marriages
H. Lump sum death payment

IV. Benefit amounts
A. Computing average monthly wage
B. Child's survivor benefit

V. Financing
A. Investment of the trust funds
B. Review of status of trust funds

1. Board of Trustees
2. Advisory Council

C. Maximum taxable amount
D. Tax rate for self-employed
E. Tax rate for employees and employers

MEDICAL SERVICES FOR THE AGED

(New Title XIV)
I. Purpose

II. Scope of benefits
I1. Eligibility for benefits
IV. Beginning date
V. Planning grants
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PUBLIC ASSISTANCE
I. Old-age assistance medical program

A. Matching formula
I). i)efinition of old-age assistance

II. Medical care guides and reports
II1. Temporary extension of certain special provisions relating to State plans for aid to the blind

MATERNAL AND CHILD WELFARE SERVICES

I. Maternal and child health services
A. Authorization of annual appropriation
B. Allotment to States
C. Special project grants

II. Crippled children's services
A. Allotment to States
It. Authorization of annual appropriation
C. Special project grants

III. Child welfare services
A. Authorization of annual appropriation
B. Allotment to States
C. Research and demonstration projects

EMPLOYMENT SECURITY (UNEMPLOYMENT COMPENSATION)
I. Coverage

II. Extension to Puerto tico
III. Administrative financing

A. Federal unemployfmncnt tax rate
It. Unemployment trust fund
C. Advances to the States

I. Eligibility for advances
2. Amount of advances
3. lItepa) hulut of adva hess

TABLES ON PUBLIC ASSISTANCE MEDICAL PROGRAMS

Table 1. Summary information on medical care available to old-age assistance recipients through federally aided public
assistance vendor paymuemlts, and other resources

Table 2. Ol-age a.sistance: Payments for vendor medical bills

/!



SOCIAL SECURITY AMENDMENTS OF 1960 7

Major differences in the present social security law and H.R. 12580 as passed by the House of
Representatives

OLD-AGE, SURVIVORS, AND DISABILITY INSURANCE
I. COVERAGE

I[lcferences are to the sections of the bill as referred to the Senate, and the pages to ii. Rept. 1799, 86th Cong., 24 ses.]

Item Present law H.R. 12580

A. Self-employed:
I. Professional groups. Covers all professional groups except physl-

cians.

2. Ministers .......... Scorers duly ordained, commissioned or licensed
ministers, Christian Science practitioners,
and members of religious orders (other than
those who have taken a vow of poverty)
serving in the United States, and those
serving outside the country who are citi-
zens and either working for United States

isolo.rs or .crving a congregstlon pre-
dominantly made up of United States citi-
zen-. Coverage is available under the relf-
employment coverage provisions on an in-
dividual voluntary basis regardless of
whether they are employees or self-ens-
ployed.

Allows election of coverage by filing of cer-
tificate for present minister, generally up
until Apr. 15, 1959.

Covers physicians.
Effective date: Taxable years ending on or

after Dec. 31, 1960.
Bilhl See. 104.
House report, pp. 4, 5, 17, 75-77.
(Also covers as employees medical and dental

Interns and medical and dental residents in
training who are employed In hospitals of the
Federal Government, and interns in the em-
ploy of a privately operated hospital who
have completed a 4-year course in a medical
school chartered according to State law.)

Extends the period of time generally through
Apr. 15, 1062, within which present ministers
may elect coverage.

Bill: See. 101.
House report, pp. 21, 22, 59.
Permits the validation of coverage of certain

clergymen who filed tax returns reporting
self-employment earnings from the ministry
for certain years after 1954 and before 1960
even though, through error, they had not
filed waiver certificates effective for those
years. Waiver certificate must be filed and
taxes for these years must be paid by Apr.
15, 1962.

Bill: See. 101(c).
House report: Pp. 22, 59, 60.

58387 0-60-2
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OLD-AGE, SURVIVORS, AND DISABILITY INSURANCE-Coutlnued
1. COVERAGE-Continued

Item Present law j I.R. 12.580

B. Employees ...............

I. Domestioworkes ..

2. Casual labor .......

3. State and local gov-
ernment employees.

Covers employees Including certain agent or
commission drivers, life-insurance salesmen,
homeworkers, traveling salesmen, and
officers of corporations regardless of the
common law definition of employee.

Covers persons performing domrestio service
In private nonfarm homes if they receive
$50 or more during a calendar quarter
from I employer. Nonoash remuneration
is excluded.

REdudes students performing domestic serv-
iee In clubs or fraternities If enrolled and
regularly attending classes at a school,
college, or university.

Coers cash remuneration for service not In
the course of the employer's trade or busi-
ness If the remuneration is $50 or more
from 1 employer during a calendar quarter.

Covers employees of State and local govern-
ments provided the individual State enters
into an agreement with the Federal Gov.
ernment to provide such coverage, with the
following special provisions:

a. Employees who are in positions cov-
ered under an existing State or local retire-
ment system (except policemen and firemen
in most States) may be covered under State
agreements only if a referendum is held by a
secret written ballot, after not les than 90
days' notice, and If the majority of eligible
employees under the retirement system vote
in favor of coverage. The Governor of a
State must personally certify that certain
Social Security Act requirements under the
referendum procedure have been properly
carried out.

In mest States, all members of a retire-
ment system (with minor exceptions) must
be covered If any members are covered.

Employees of any institution of higher
learning (including a junior college or a
teachers' college) under a retirement system
can, if the State so desires, be covered as a
separate coverage group. 1 or more politi-
cal subdivisions may be considered as a sep-
arate coverage group even though its em-
ployees are under a statewide retirement
system.

No change.

Lowers coverage requirements to $25 or more
during a calendar quarter from I employer.
Excludes from coverage all earnings of
domestic workers who are under the age
of 16.

Effective date: Jan. 1, 1961.
Bill: Sea. 108.
House report: Pp. 17-18, 83-84.

Lowers coverage requirements to $25 or more
during a calendar quarter from 1 employer.
Excludes from coverage all earnings of casual
workers who are under the age of 16.

Effective date: Jan. 1, 1061.
Bill: See. 108.
House report: Pp. 17-18, 83-84.

Permits the Governor of a State to delegate to
a designated State official the making of the
certifications required under the referendum
procedure.

Bill: Sec. 102(a).
louse report: pp. 24, 61, 62.

Allows employees of municipal or county hoe'
pital to be treated as a separate coverage
group if the State so desires.

Bill: Sec. 102(g).
House report: pp. 25, 67, 68.
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OLD-AGE, SURVIVORS, AND DISABILITY INSURANCE-Contlnued
I. COVERAGE-Coatinued

Item Present law H.R. 12580

B. Employees-Continued
3. State and local gov.

ernment empioyees--Con.

4. Employees of non-
profit organizations.

Reroadaire corerage-An agreement, or modi-
fication of an agreement, agreed to prior to
190 could be made effective as early as Jan.
1,1956. Agreements or modifications made
after 1959 could only be made retroactive
to the lot day of the year in which they were
agreed to. Coverage must begin on the
same date for all persons in a coverage
group

P-cepliona a tgeer rta w auioriting coverage
in named States:

(1) Spli *.syatr provision.-Authorizes
California, Connecticut, Florida, Gorgia,
Hawaii, Massachusetts, Minnesota, New
York, North Dakota, Pennsylvania, Rhode
Island, Tennessee, Vermont, Washington,
and Wisconsin, and all inter-State Instru-
mentalities, at their option, to extend cover-
age to the members of a State retirement
system by dividing such a system into 2
divisions, I to be composed of those persons
who desire coverage and the other of those
persons who do not wish coverage, provided
that new members of the retirement system
coverage group are covered compulsorily.
Also authorizes similar treatment of politi.
cal subdivision retirement systems of these
States.

(2) Policemen and Jlremn.-Allows the
States of Alabama, California, Florida,
Georgia, Hawaii, Kansas, Maryland, New
York, North Carolina, North Dakota,
Oregon, South Carolina, South Dakota,
Tennessee, Vermont, and Washington and
all Inter-State instrumentalities to make
coverage available to policemen and fire-
men in those States, subject to the same
conditions that apply to coverage of other
employees who are under State and local
retirement systems, except that where the
policemen and firemen are in a retirement
system with other classes of employees the
policemen and firemen may, at the option of
the State, hold a separate referendum and
be covered as a separate group.

Covers employees of religious, charitable, edu-
cational, and other nonprofit organizations
(which are exempt from income ta- and are
described In see. 501(c)(3) of the Internal
Revenue Code) on a voluntary basis if-

Allows agreements or modifications made after
1959 to begin as early as 5 years before the
year In which an agreement is made, but no
earlier than Jan. 1, 1956. Where a retire.
ment system Is covered as a single retire-
ment system coverage group, permits the
State to provide different beginning dates
for coverage of the employees of different
polticas subdivisions.

Bill: Sec. 102(c).
House report: pp. 22-23, 62-63.
Provides that where an individual who has

chosen not to be covered under the divided
retirement system provision becomes a mem-
bar of a different retirement system group
because of the annexation of the employing
political subdivision by another political
subdivision, or through some other action
taken by a political subdivision, such Indi-
vidual will continue to be excluded from
coverage.

Bill: See. 102(b).
House report: pp. 23-24, 62.

Adds Virginia to the list.
Bill: Soc. 102(d).
House report: p. 24, 63.
V4lidation of co .ago.-Valldates the coverage

of certain teachers and school administra-
tive personnel who, for the period Mar. I,
1951, to Oct. 1, 1959, were reported under
the Mississippi coverage agreement as Stats
employees, rather than as employees of the
various school districts In Misiasippi.

Bill: See. 102(b).
House report: p. 25, 68.
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OLD-AGE, SURVIVORS, AND DISABILITY INSURANCE-Continued
I. COVERAGE-Continued

Item l'resent law lltI . 12580

B. Employees--Continued
4. Employees of non-

profit organlzation-Con.
a. the employer organization certifies

that it desires to extend coverage to its
employees, and

b. at least % of the organization's em-
ployees concur in the filing of a waiver cer-
tificate. Employees who do not concur in
the filing of the certificate are not covered
ercepi that all employees hired after a
certificate becosnes effective are covered.

Waiver certificate may be made effective
at the option of the organization on the lot
day of the quarter In which the certificate is
filed or the let day of the succeeding
quarter.

Employees of nonprofit organizations who are
In positions coscred by State and local re-
tiremnent systems and are nrtbers or eli-
gible to become members of such systems
must be treated apart from those not In
such positions. Certificates must be filed
separately for each group and % of the emr-
ployees in each group must concur in the
filing of its certificate. All new employees
who belong to a group for a hlch a certificate
has been filed are automatically covered,
and new employees who belong to a group
for %%hich a certificate has not been filed are
not scored.

Eliminates requirement that )I of the employees
concur In filing a certificate.

Effective date: Certificates filed after date of
enactment.

Bill: See. 106(a).
Blouse report: pp. 20, 78-79.

Eliminates requirement that % of the employees
In the group concur in filing a certificate.

Effective date: Certificates filed after date of
enactment.

Bill: Sce. 106(a).
louse report: pp. 20, 78-79.

Validates wages for services performed after
1950 and before July I, 1980, by certain em-
ployees of nonprofit organizations where the
organization has been reporting and paying
taxes but did not comply with certain pro-
visions of the law: i.e., failed to file a certifi-
cate, filed it too late to cover employees %ho
had left, or failed to obtain the signatures of
employees who wished coverage.

Effective date: No benefits payable or in-
creased for month of enactment or prior
month; no lump sum death payment paya-
ble or increased if individual died prior to
date of enactment.

tlill: Sec. 10(b).
House report: pp. 20-21, 79-80.
Validates remuneration erroneously reported

as self-employment income for taxable years
ending after 1954 and before 1962 by certain
lay missionaries (and others).

Effective slate: No Ienefits payable or tI-
creased for months of enactment or prior
month; no lImp sum death payment payable
or increased if individual died prior to slate
of enactment.

Bill: See. 106(c).
Iouse report: pp. 20, 80-81.
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OLD-AGE, SURVIVORS, AND DISABILITY INSURANCE-Continued
1. COVERAGF--Cotlned

Item Present law II.R. 12,80

B. Employees- Continued]l
5. Family employment.

C. Geographical scope ........

Fcludes persons In the employ of a son.
daughter, or spouse; or child under 21, If
in the employ of a parent.

Covers the 50 States, Puerto Itico and the
Virgin Islands, fnd the District of Colum-
bia.

Bxeludes the following from coverage within
the United States:

a. Nonresident aliens engaged In self-
employment.

b. Employees of foreign governments
and their Instrumentalities.

e. Employees of International organiza-
tions entitled to certain privileges under the
International Organizations Immunities
Act.

d. Employes on foreign registered air-
craft or ships who also perform services
while the plane or ship is outsIde of the
United States, If the employee is not a
citizen of the United States or the employer
Is not an American employer.

Covers parents In the employ of their children,
but not it It 1 domestic service performed In
the home of the child or other work not in
the course of the child's trade or business.

Effective as to services after 190.
Bi: See. 105.
House report: pp. 18-19, 78.
Extends coverage to Guam and American

Samoa.
Effective for employees, except governmental

employees, on Jan. 1, 190, and for self.
employed for taxable years beginning after
1960.

Coverage of employees of the governments of
Guam and American Samoa-including
members of the legislature, their political
subdivisions, and their wholly owned In-
strumentalitles-would be on a mandatory
basis rather than under the State-Federal
agreement method.

Coverage will not be extended to these em-
ployees until the legislatures of these teirl.
torics exprLs a desire for coverage. In no
event can this coverage start before 1961.

Filipino workers who conic to Guam under
contract to work temporarily -will be ex.
eluded from coverage.

The Secretary of the Treasury would have the
tax-collecting authority, and would be
authorized to delegate this function.

Bll: Sec. 103.
louse report: pp. 19-20, 68-78.
No change except-

b. Covers U.S. citizens so employed
within the United States on self-employment
basis. Effective as to taxable years ending
after 19060; for retirement test purposes
effective for years beginning after date of
enactment.

Bill: See. 107.
House report: pp. 22, 82-83.
e. Covers as In b. (above).
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OLD-AGE, SURVIVORS, AND DISABILITY INSURANCE-ContlInued

I. COVERAGE-Continued

Item Present law H.R. 12580

C. Geographical scope-Con. Coverage outside of the United States is timised
to--

a. American citizens either self-employed a. Covers serve of U.S. citizens after
or employed by an American employer, ex- 1960 working for certain labor organizations
cept ministers outside the United States it organized in the Panama Canal Zone by
they serve a congregation predominantly modifying the definition of American em-
made up of United States citizens even ployer to Include labor organizations which
though their employer may not be a United are chartered by labor organizations created
States employer, or organized in the United States. Validates

certain wage credits for which taxes were
erroneously paid for service after 1954 and
before 161 for such employees.

b. Citizens of the United States em- Effective date: No benefits payable or Increased
ployed by certain foreign subsidiaries of for month of enactment or prior month. No
American corporations are covered by vol- lump sum death payments payable or In-
untary agreements between the Federal creased if individual died prior to date of
Government and the parent American com- enactment.
pany. The domestlo corporation can in- Bill: See. 106(d).
clude some or all of its foreign subsidiaries House report: pp. 21, 81-82.
in the agreement and must agree to pay the
equivalent of both employer and employee b. and c. No change.
taxes on behalf of the subsidiaries Included.

o. Individuals, regardless of citizenship,
who are employed on American registered
ships and aircraft If either the contract of
service was entered into in the United States
or the plane or vessel touches a port in the
United States.

If. PROVISIONS RELATING TO PERMANENT AND TOTAL DISABILITY

A. Nature of the Provisions
I. Benefits ..........

2. Disability "freeze"..

B. Eligibility requirements
I. Definition ..........

Provides an insurance benefit (for months
beginning July 1057) for disabled workers
between ages of 50 and 65 meeting eligibil.
ity requirements. Benefits are computed
in the same way as retirement benefits and
are payable from the Federal Disability
Insurance Trust Fund.

Provides that when an individual for whom a
period of disability has been established dies
or retires on account of age or disability his
period of disability will be disregarded in
determining his eligibility for benefits and
his average monthly wage for benefit com-
putation purposes.

For benefits an individual must be pre-
cluded from engaging In any substantial
gainful activity-by reason of a physical or
mental Impairment. The Impairment must
be medically determinable and one which
can be expected to be of Iong-continued and
indefinite duration or to result in death.

Eliminates the requirementithat an individual
must have attained age 50 in order to be
eligible for benefits.

Effective date: 2d month after the month of
enactment.

Bill: See. 401.
House report: pp. 12, 102.

No change.
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OLD-AGE, SURVIVORS, AND DISABILITY INSURANCE--Continued
II. PROVISIONS RELATING TO PERMANENT AND TOTAL DISABILI .-- Contiaaed

Item Present law H1.R. 12580

B. Eligibility requirements--Con.
2. Waiting period ....

3. Work requirement..

C. Rehabilitation ............

A 6 months' "waiting period" is re-
quired before disAbility insurance benefits
can begin.

To be eligible for disability benefits,
an Individual must-

(1) Have acquired at least 20 quarters
of coverage out of the last 40 quarters
ending with the quarter in which the
period of disability begins;

(2) be fully Insured.

The policy of Congress is stated that disabled
persons applying for a determination of dis-
ability be promptly referred to State voca-
tional rehabilitation agencies for necessary
rehabilitation services. Act provides for
deduction of benefits for refusal, without
good cause, to accept rehabilitation services
available under a State plan approved under
the Vocational Rehabilitation Act in such
amounts as the Secretary shall determine.

A member or adherent of a recognized church
or religious sect that relies on spiritual
healing who refuses rehabilitation services
is deemed to have done so with good cause.

A disabled person who is receiving rehabilita-
tion services from a State vocational reha-
bilitation agency and returns to work shall
not, for at least 1 year after his work first
started, be regarded as able to engage In
substantial gainful activity solely by reason
of such work.

Provides that people who become disabled
within 60 months (5 years) after termination
of a period of disability would not be re-
quired to serve another 6-month "waiting
period" before they are again eligible to
receive benefits.

Effective date: Benefits payable for month of
enactment and subsequent months.

Bill: Sec. 402.
House report: pp. 13-14, 103-4.
Provides alternative work requirement for in.

dividuals who have (1) 20 quarters of
coverage, whenever acquired, and (2) quar-
ters of coverage in all calendar quarters
elapsing after 1950 up to the quarter in
which they become disabled, but not leas
than 6 quarters.

Bill: Sec. 404.
House report: pp. 14, 106-107.

Broadens present provision to allow, in effect,
a 12-month trial work period for al benef.
ciaries (including childhood disability benefit.
claries) who attempt to work. It, after 9
months, the beneficiary has demonstrated
that he is no longer disabled within the
meaning of the law, he will receive benefits
for an additional 3 months. (Only I trial
work period permitted for each period of
disability; no trial work period for persons
disabled a 2d time within 60 months.)

Any beneficiary who has been determined to
be no longer disabled within the meaning of
the law will be given an additional 3 months
of benefits as above.

Effective date: Month beginning after month
of enactment.

Bill: Sec. 403.
House report: Pp. 12-13, 104-106.
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OLD.AGE, SURVIVORS, AND DISABILITY INSURANCE- Continued
III. ELIGIBILITY FOR BENEFITS

Present law

To be fully insured an individual who wus
living on Kept. I, 1950, must have either:

(I) 40 quarters of coverage, or
(2) I quarter of coverage (acquired at

any time after 1936) (or every 2 calendar
flualters elapsing After 1950 (or after
quarter in which age 21 w*A attained, If
later) anti before quarter of death or attain.
ment (f retirement age %hicheter first
occurs, bit such individual mst have at
least 0 quarters o ~y~g. -

I!,1. 12M

(2) llit srailses alternative requirement so
that an Individual will need I quarter of
coverage (acquired at any time after 1036),
for enery 4 calendar quarters elapsinlg after
1950, or alter the calendar year In which he
attained the age of 21 (if that was later) and
up to the beginning of the calendar year in

.%,Wdch he attained retirement age or dild,
whic"PbW occurred fBrst, but such individual
must liave'lstesat 6 quarters of coverage.

A. Insured status

/ YsO4. t
6
.dostlily. of a1tt~sett~iu

9S3 ad ai .... ..... .... ............ "

15 .................. ..........................
1915 ................ .. ..

1.1. 
.................

107............. . . .. .... ............ .. . ......

19S7 ........... .. ... ... .... ... .. .

,,,,, ;, ;';, ============== ===== == = == =====.=..............:

6
6-7 at
a-.9 0

10-Il 6
12-13 a
14-15 7
16-17 8
18-19 I
20-21 10
30-321 lb

40 20
40 25

40 3
40 35
40 40

4-0 II 0l

IThis column represents tktoreirIe, tent. under Ie-1,I basti #sOti status furmul in existing
law; for those IndiviluaB who meet I c pecial "continuouc'coverage) insure status" teat
established by th(foclal Hecurity Amet ments of 954, tjot requirement woo be somewhat
lens for persons dylog or reaching retirement age befEn 1tober 1900.

inter o~fjierso of .... gto r~quircejor fullv .n.....d a.s under In lin and under/ f I-R. ,1,18\
, J
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OLD-AGE, SURVIVORS, AND DISABILITY INSURANCE- Continued
Ill. RLIGIIILITY FOR BENEFITS- Contaled

Item Present law llt. 12380

Persons who died before Sept 1, 1950, and
after 1939 with at kat 6 quarters of cover-
A are considered folly insured for pur-
poe of survivors' benefits (other than for
former wife divorced).

B. Survivors of workers who Benefits are not payable to otherwise eligible
died prior to 1940. widows, children, and parents if the wage

I earner had died prior to 1940.

C. Widowers of workers who
died prior to 1960.

D. Children born or adopted
after parent's disability.

E. Dependency of stepchild on
natural father.

F. 'ime needed to acquire
sttus of wife, child, or
husband for retirement
or disability benefit pur-
p0401.

0. Invalid marriages .........

Benefits are not payable to eligible widowers
unless the Insured %orker's death was after
August 1950 and she wu fully and cur-
rently Insured.

Benefits are not payable to an otherwise
eligible child unless he was born, or adopted,
or became a stepchild before the worker
became disabled.

A child Is deemed dependent on natural father
or adopting father for benefit purposes un-
loe the father is not contributing to the
child's support and the child is living with
and being supported by the stepfather at
the time he Gle application.

A wife, stepchild, or husband must be In this
relationship foe 3 years prior to the appil-
cation for benefits.

The validity of a marriage (under the law of
the Stat. In which the worker lives) may
determine eligibility for mother's, wife's,
husband's, widow's, widower's, and child's
benefits.

lPtovides that any person who died or attaired
rstlrenwnt age iwfore 1931 and had at least
6 quarters of coverage would be fully In-
sured.

Effective for benefits starting with the month
after the enactment of the bill; effeetive for
lump-sum death payments based on deaths
occurring after month of enactment.

1110: See. 204.
House report, pp. 14-15, S688.

Allows benefits to such Individuals even though
earner died before 1940 if he had at least
6 quarters of coverage.

Effective for month after month of enactment.
Bil: Fee. 205.
louse report: pp. 16, 88-89.

Eliminates August 1950 cutoff date.
Effective for month after month of enactment.
Bill. See. 20b.
House report: pp. 16, 88-89.

Permits payment of benefits to children born
or adopted after worker's disability. A
child cannot become entitled unless he Is the
natural child or stepchild of the disabled
worker or is adopted within 2 years after
the month In which the worker became
entitled to benefits.

Effective for September 1938.
Bill: Sec. 201.
House report: pp. 33, 84-86.

Provides for payment of child's benefit even
though the child was living with and re-
relying more than H of his support from his
stepfather.

Effective for month of enactment.
Bill: See. 202.
House report: pp. 16, 88.

Provides that the 3-year duration requirement
be changed to I year.

Effective for month of enactment
Bill: see. 207.
House report: pp. 17, 90.

Provides that certain Invalid marriages of In-
sured workers will not result In Ineligibility.
Applicant must have gone through the mar-
riage ceremony with insured worker In the
belief that It would create a valid marriage
and the couple must have been living to-
gether at the time of the worker's death or,
be living together at the time of appli-
cation for benefits.

Effective for month of enactment.
Bill: Sec. 208.
House report: pp. 16, 91-92.
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OLD-AGE, SURVIVORS, AND DISABILITY INSURANCE-Continued
III. ELIGIBILITY FOR BENEFITS-Contlnued

Item Present law 1l1.. 12580

I. Lumpsum death payment.. Lump sum death payment paid (in eases Allows lump sum to be sent directly to funeral
where no eligible spouse survives) only after director on application of person who as-
burial expenses are paid. sumes responsibility for funeral home ex.

penses. If any of the lump sum remains, It
Is paid to person who paid funeral bill; if any
still remains to persons who paid other burial
expenses In a certain order of priority.

Effective date: For deaths after enactment and
for deaths before enactment if no application
is filed before the 3d month after month of
enactment.

Bill: Sec. 203,
House report: pp. 30-31, 85-88.

IV. BENEFIT AMOUNTS

A. Computing average
monthly wage.

In general, an individual's average monthly
wage for computing his monthly old-age
Insurance benefit amount Is determined by
dividing the total of his creditable earnings
after the applicable starting date and up to
the applicable closing date, by the number
of months Involved. Excluded from this
computation are all months and all earn-
Ings in any year any part of which was
Included In a period of disability under the
disability "freeze" (except that the months
and earnings In the year In which the period
of disability begins may be Included if the
resulting benefit would be higher). Also
excluded from the computation are all
months In any year prior to the year the
Individual attained age 22 if less than 2
quarters of ouch year were quarters of
coverage. Swatting dates may be last day
of (I) 1030, or (2) 1050, or, if later, the year
of attainment o! age 21.

The closing date may be either (I) the
1st day of the y,.ar the Individual died or
became entitled to benefits or (2) the Ist
day of the year In which he was fully
Insured and attained retirement age, which-
ever results In a higher benefit.

Applicable starting and closing dates are
thooe which yield the highest benefit
amount. The minimum divisor Is 18
months.

Provides for computation of the average
monthly wage, In retirement cases, on the
basis of a constant number of years, regard.
less of when, before age 22, the person
started to work or when, after age 65 (age 82
In the came of a woman), he files application
for benefits. The number of years would be
equal to 5 less than the number of years
(excluding years In periods of disability)
elapsing after 1050 or after the year In which
the Individual attained age 21, whichever is
later, and up to the year In which the person
was first eligible for old.age insurance bene-
fits (generally the year in which he attained
age 05-or age 82 In the case of a woman).
In death and disability cases the number of
years would be determined by the date of
death or disability.

In those cases where a larger benefit would
result (because the Individual's best earnings
were In years before 1951) the number of
years would be those elapsing after 1030,
rather than 1950; this alternative is similar
to the 1036 alternative "starting date"
available under present law In such cases.
The subtraction of 5 from the number of
elapsed years Is the equivalent of the present
dropout of the 5 years during which the
Individual's earnings were the lowest.
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OLD-AGE, SURVIVORS, AND DISABILITY INSURANCE-Continued
IV. BENEFIT AMOUNTS--Condaled

Item Present law H.R. 12580

A. Computing average Individuals can "drop out" up to 5 years The earnings used in the computation would be
monthly wage--Con. of lowest or no earnings in computing aver- earnings In the highest years. Earnings

age monthly wage. In years prior to attainment of age 22 or
after attainment of retirement age could be
used if they were higher than earnings In
intervening years. The span of years could
never be less than 2. Generally, the span of
years to be used for the benefit computation
in retirement cases could not be lea than
5--the number of years that would have to
be used under the present law by people who
attain retirement age in 1960.

Effective, In general, on Jan. 1, 19061.
Bill: Se. 303(a).
House report: pp. 28-29, 94-96.

B. Child's survivor benefit.... Benefit payable to each child is )i of workers' Benefit payable to each child would be % of
benefit plus )I of his benefit divided by the workers' benefit.
number of children he has (if he has 2 chil- Effective for 3d month after enactment.
dren, each child will get )i plus lj (%) of his Bill: See. 301, House report: pp. 15-16, 93.
benefit).

V. FINANCING

Provides that the managing trustee (Secre-
tary of the Treasury) shall invest such por.
tion of the trust funds as is not, in his Judg.
ment, needed to meet current withdrawals.
Investments must be made in Interest-bea.
Ing obligations of the United States or in
obligations guaranteed as to both Interest
and principal by the United States.

Such obligations Issued for purchase by the
trust funds shall have maturities fixed with
due regard for the needs of the funds, and
bear interest at a rate equal to the average
rate of all marketable interest-bearing obli-
gations not due or callable until after the
expiration of 5 years from the date of orig-
Inal Issue. This Interest rate, if not a mul-
tiple of )6 of I percent, is rounded to the
nearest multiple of )i of 1 percent.

The special obligations shall be issued for pur-
chase by the trust fund only If the managing
trustee determines that the purchase in the
market of other interest-bearing obligations
of the United States, or of obligations guar.
anteed as to both principal and interest by
the United States, on original issue or at
the market price, is not in the pubUe
Interest.

No change.

Changes interest provision so that obligations
shall bear interest at a rate equal to the
average market yield (computed by the
managing trustee on the basis of market
quotations as of the end of the calendar
month nest preceding the date of such
issue) on all marketable Interest-bearing
obligations of the United States then forming
a part of the public debt which are not due
or callable until after the expiration of 4
years from the end of such calendar month.

Reverses the provision so that the managing
trustee is authorized to make purchases In
the open market when be deems It Is within
the public interest.

A. Investment of the trust
funds.
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OLD.AGE, SURVIVORS. AND DISABILITY INSURANCE-Continued
V. FINANCING-Continued

Item Present law [ it. 12580

A. Iniestment of the trust
funds-Cntnued

D. lieview of status of trust
funds.

I. Board of Trustees..

2. Advisory Council...

Bonds purchased may be acquired-
(I) on original issue at par or
(2) by purchase of outstanding obliga-

tions at the market price.

These funds are administered by a Board
of Trustees consisting of the Secretary of
the Treasury, as managing trustee, the
Secretary of Labor, and the Secretary of
Health, Education, and Welfare, all cx
officio (%ith the Commissloner of Social
Security as secretary).

It shall be the duty of the Board of Trustees
to)--

(I) I(ol the trust funds;
(2) report to the Congress not later than

the lst (lay of March of each year on the
operation and status of the trust fund
during the preceding fiscal year and on their
expected operation and status during the
next ensuing 5 fiscal years;

(3) Report Immediately to the Congress
whenever it is their opinion that (luring the
ensuing 5 fiscal years either of the trust
funds will exceed 3 times the highest annual
expendliturca anticipated during the next 5
years, or whenever in their opinion either of
the trust funds Is unduly small.

(4) Recommend Improvements in admin-
istrative procedures and policies designed
to effectuate the proper coordination of the
old-age and survivors insurance and Fed-
eral-State unemployment compensation
programs.

An Advisory Council on Social Security
Financing will periodically review the status
of the Federal Old-Age and Survivors In.
suranc Trust Fund and the Federal Dis.
ability Insurance Trust Fund In relation to
the long-term commitments of the programs.

Changes (i) so that bonds may be purchased
on original issue at the issue price.

Effective date: Ist day of the month after the
month of enactment.

Bill: See. 701(d).
House report: pp. 26-28, 137.

No change.
No change.

(3) Changes requirement so that Board
has to report Immediately only if it believes
that the amount of either trust fund is
unduly small.

No change.

Adds requirements that the Board review the
general policies followed In managing the
trust funds, and recommend changes In such
policies, Including necessary changes In the
provisions of the law which govern the way
In which the trust funds are to be managed.

The Board is also required to meet at least
once each 6 months.

Effective (late: 1st day of the month after the
month of enactment.

Dili: See. 701 (a), (b), (c).
House report: pp. 2-28, 137.
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OLD-AGE, SURVIVORS, AND DISABILITY INSURANCE--Continued
V. FINANCING-Coatinsed

Item - Present law J BR. 12580

II Re'fiew of status of trust
funds--Contlnued

2. AdIsory Council-
Continued

C. Maximum taxable amount.
I). Tax rate for relf-employed..

P Tax rate for employees and
employers.

The first such Council will be Appointed by
the Secretary after February 1957 and be-
fore January 1958 and %ill consist of the
Commiosioner of Social Security, as Chair-
man, and 12 other persons representing
employers and employees, in equal tum-
bers, self-employed persons and the public.

The Council shall make its report, Including
recommendations for changes in the tax
rate, to the Board of Trustees of the trut
funds before Jan. , 19.59. The Boari shall
submit the recommendations to Congress
before %tar. 1, 1959, in its annual report.

Other advisory councils with the same fun-
tions and eoiostituted in the same mainer
will be appointed by the Secretary not
earlier than 3 years nor later than 2 years
prior to Jan. I of the years in which the tax
rates are scheduled to be Increased. These
advisory councils will report to the Board
on Jan. I of the year before the tax increase
will occur and the Board %ill report to
Coingrers not later than Nlar. I of the same
year.

$4,800 a year.
Taxable years beginning after- Iv oof

1959 ............................... 44
1962 ............................... 8,4
10 5 ............................... 8
1968 ............................... 6

Calendar years:
1960-62 ............................. 3
1963-65 ............................ 3 j
1966-68 ............................. 4
1969 and after ....................... 4)4

Changes appointment and report dates of ad.
visory councils: will be appointed during
1963, 1960, avid every 5th year thereafter
aid sill report not later than Jan. I of the
2d year after the year In which they are
appointed. The advisory council appointed
in 1903 shall, i, addition to the other find.
ings it Is required to make, include its find.
Ings and recomnmi ndatIons with respect to
extensions of the coverage, benefit adequacy,
and all other aspects of the program.

Effective date: Date of enactment.
Bill: Sec. 704.
Iouse report: pp. 31-32, 138.
No change.

Do.

Do.
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MEDICAL SERVICES FOR THE AGED
(New title XVI) -

Item

I. Purpose .............

11. Scope of benefits ............

Ilt 12580

Ti new title XVI provid.t for Federal liayilits to State., whichi ititittite programs to
make ri'dical beiitit.s malote to aged lr )ooi of iw income who are unable to meet the
eoot of tiir inredicar icoto Stich Ietfit %%wold b pr idlid ooli. io the forin (if direct
payineots ti Irl, idetri of roi I eal services

FederAl pa.)inient. ti State% a rlod rejiobr-i- the States for a torti o of their stilenditiires
under approved plans :teordig to tile itilializatioll foillli hlo, uied to colnipute tile
Federal tortlin of olri-ge &,i.talnce payneots itcen $:it) and $05 per olonth, Tile
tedetde ,,hare %nill range from 50 to 6r5 percent depeIIdiIg 11I,1 tile ter capita Inconle of
(lh State o related to the national ter capital hicome. AS udter the public aiistatice
program the tediral (loverinient Wi1i.ti lar hjrtf of the idill4lrtratiVe cperres. (For
State inatchili lpercentag's inder iltlic ak.i-tance (npprosimatie) see p- )

It order ti te eligiblee fur stich ptailnenit., ttie .SIate n operate a trioiraml according to a
plan stiobinitted to tie 'ret:iry of lipalth, t:itieation, arid Welfare, aid approved b% hill),
which rncel the retulirenieil tSt out in ttie till. The adrilriitratle trovirlons are
e.entlally ttie CPare as now retired for State old-.age as.lItanpe lai. The requlrernent,
relaling to medical uefitl are oiittlneit ielow. Tile -ecretary nay si liend payments
to States, In whole or part, when tie fisd% that tile State IN not complyig with Its plan, or
that lie pin no luiger complies ith le reluirein (if the bill.

The State pltn my specify ,nedical services of atiy cole and duration, pro% hde that both
instltittonal ani nonlntlitulonrtl servlcro tire Ircudd, and provitied further that the
medical benefits are tint greater In scope, anmioi oi r uraiton hLan thore nvaltatuhe for ol.
age ar-oltauce recililents In the State. Moreover, th 41,crelary may riot approve any plan
which will re.iitt In a reduction In oli.age aoisti.Aance, aid to ti(- totally annd perrrarnently
dtisathtd, ald to the blid, or out to dependent children.

The Federal governmentt would shar III th. \l iie of provliig ttie following kinds of
riedicalrervlces without limit:

I.[Skllled nursing home services;
2. Phyalcan.a' servlces;
3. Ountpatienit hopltal servicu-
4. tOrgniized horne cire services;
5. Private tuity nursing services;
6. Tlnerapeitlc services; and
7. Major derital care.

The Fedteral (ioser, ieit ioiild Shiro il the o leine of providing the follow ing medical
services lip to tle limits.Mtatel:

1. Inpatient hu liltal srvlce --il) to 121 (a)s per year:
2. Laorr thry and X-ray .rvices (ottir thall th uo iiclded IL I inutuiehit ho.spltal serv-

leuo.)---tr to $21)1 per year; mi,
3. tre4cited trig-ip to $200 pr year.

The Federal (tncrn nt i oiiiiiiu t riot sare in tie c\riea of providing the folloMlrg kinds
of medical benefits:

1. Services rit determined to be n'tici lly necessary by a tihyliclan;
2. Services rendered to parties In mental or tuhercinlorio hotpltats;
3. Services rendered to persons il tosplhlat (other than iieital or tWitercultosls hospltals)

on a diagnosis of tinberciulosls or psychosis, after the first 42 days;
4. Services rendered to Iniates of public Instltuntlons (other tha medical Instltutlons);

and,
5. Any other type of medical service not mentioned above.

The State plan mtst designate or eatalisn an agency which %Ill be responsible for setting
and rnaintalnig standards for the providers of hosplttl, nutritng hoone, nd organized
home care services. The plan rnust also include methodts for determining rates of payment
for Instittioni services, aid int, thod4 fot duterlruig schedules of fecs or rates of payment
for other medical services.
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MEDICAL SERVICES FOR TIE AGED-Continued

Item Il1. 12580

II Seolw of h.nefits-Coninued

II. ;lIig;bility for benefits .......

IV. Beginning date............

V. P
l a

nning grants ............

The State plan i:,, ' provide medical benefits to all persons who-
I. Have attali',ld age 65;
2. Htave Income and reeources, considering their other living requlremenl - determined

by the State, which are insufficient to meet the coat of their med, rvlcei;
3. Are citiens of the United States; and,
4. Are rt-identA of the State (provision must also be made, In accordance with the Se.

retry's regulations, which will make benefits available to residents of the State
sho are absent therefrom).

The State plan must exclude from eligibility for medical benefits all persons wh'
. 
-

I. Are receiving payment, or are having payments made In their behalf, under the
program; for aid to the blind, aid to the totally and permanently disabled, aid to
dependent children, or old.age assistance; or

2. Are under age 65.
The State plan must contain provisions, in accordance with the Secretary's regulations, which

will make benefits available to residents of the State who are absent therefrom. The plan
may not require a premium or enrollment fee as a condition of eligibility. The State plan
must Include reasonable standards for determining eligibility, but such standards may not
be inconsistent with the above requirements. The plan must provide that no lien may be
Imposed against the property of a beneficiary prior to his death (or the death of his spouse,
whichever is later) on account of any benefit he may have correctly received, and that there
may be no recovery of any benefits correctly paid until after the death of the recipient (or
the death of his spouse, whichever is later).

Payments to State will first be made for calendar quarter beginning July 1, 1901.
11111: fc. 601.
House report: pp. 2-3, 6-9, 10-11, 129-135.
Authorizes appropriation of Federal funds to the States to make plans and initiate adminis-

trative arrangements for the new programs tinder title XVI. Such grants shall be made
uon application of the State agency, and may not exceed 60 percent of time cost of planning
with the further limitation that aggregate payments to a State may not exceed $80,000.

Effective (late: Date of enactment. Funds appropriated would be available for grants to
and obligation by the States through June 30, 1962.

Hill: Sec. 603.
House report: pp. 9, 138.

PUBLIC ASSISTANCE

Item Present law II.R. 12580

1. Ol-age as sistance miedi-
cal program.

A. Matching formula.

The following formula is applicable for a corn.
bimed program which Includes both money
payments and vendor expenditures for
medical care.

Federal matching share Is $24 of the lIt $30
(S of the lt $30) with matching above this
amount varying. from 5U to 65 percent.
States whose per capita Income is equal to
or above the per capita Income for the
United Slate have 50 percent Federal
matching, while those States below the
national average have Federal matching
which varies tip to a llaxinium of 8 per-
cent.

No change.
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PUBLIC ASSISTANCE-Continued

Item Present law If.R. 12580

1. Old-age assistance medi-
cal program-Continued

A. Matching formula--
Continul-d

The Federal percentagtv, a- promulgated for
the period Oct. 1, 1058, through June 30,
1961, are 10 follows:

State. F# 1'1 Y41zJ.0

Alaha a .................... 65. 4X)
Alaska .................. 50.0o
Arizona ..................... U 23
Arkansa .................... 65.00
California ................... 50.00
Colorado .................... 53. 42
Connecticut ................. 50.00
Delaware .................... 50. 00
District of (',mnbla .......... 50.00
Florida ...................... 59. 68
Georgia ..................... (5.00
Ilawall --------------------- 0. 00
Idaho ...................... 65. 00
Illinois ...................... 5a 00
Indiana ..................... 60.00
Iowa ........................ 63.23
Kansas ...................... 60.78
Kentucky ................... 6.00
Louisiana .................... 65. 00
Maine ...................... 65.00
Maryland ................... 50.00
Massachusetts ............... 0.00
Michigan .................... 50. 00
Minnesota ................... 5K 67
Miaissippi .................. ft 00
Miosourl .................... 53. 42
Montana .................... -4. 07
Nebraska .................... 63. 41
Nevada ..................... 50. 00
New llampehire .............. 57. i1
New Jersey .................. 50.00
New Mexico ................. 65.00
New York ................... 50.00
North Carolina .............. 5. 00
North Dakota ............... 6. 00
Ohio ........................ 50.00
Oklahoma .................. 65. 00
Oregon ...................... 52. 58
l'ennsylvanla ................ 50. 00
Ithode Island ................ 50. 00
Houth Carolina ............... 6& 00
South Dakota ................ 0& 00
Tennesee ................... 6& 00
Texas ....................... 01.30
Utah ........................ 00
Vermont .................... 6 00
Virginia ..................... 65. 00
Washington .................. 60.00
West Virginia ................ 05.00
Wisconsin ................... 54.60
Wyoming .................... 50. 02

123 F.t. 71501
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PUBLIC ASSISTANCE--Continued

Item Preent law H1.. 1280

I. Old-age assistance medi.
cal program-Continued

A. Matching formula-
Continued

It. Iefilnition of old.
age amoitaxce.

The maximum amount, upon which the Fed-
eral Government a ill match, is 16,5 a month,
times the number of people on the old-age
assistance roll (on an averaging basis).

For Federal matching purposes excludes any
money or vendor medical care payments
for persons who have been diagnosed as
having tuberculoels or psychosis and are
patients In medical Institutions as a result
thereof.

Medical care guides and No provision.
reports. I

If a State submits to the Secretary of Ilealtb,
Education, and Welfare a modification of Its
plan which satisfies the Secretary that It will
result in a substantial Improvement In Its
old-age assistance medical program, It will
receive additional Federal matching. An
Increase of 5 percentage points In the Federal
share of the additional vendor medical ex.
pe-uditures up to an average of $6 a month
per recipient would be made. For example:

(I) It will increase the Federal share on
the additional amount, within the matching
maximum of $65 per month, from 65 to 70
percent In the lowest Income States.

(2) It %lIt Increase the Federal share on
the additional amount, within the matching
maximum of $65 per month, from 60 to 55
percent In the highest Income States.

(3) For States who are over the $685-a.
month matching maximum, the Federal
share would be 5 percent of the additional
amount.

Effective for quarter beginning Oct. 1, 160.
11111: sec. 602.
Hlou~e report, pp. 9-11, 135, 136.
Modifies exclusion as to vendor medical care

payments to permit Federal sharing as to an
individual In a medical Institution u a result
of a diagnosis of tuberculoeis or psychols
for a period of 42 days.

Effective date: July 1, 1961.
Bill: See. 602.
iouse report: p. 136.
Provides that the Secretary would develop and

revise from time to time guides or recom.
mended standards as to the level, content,
and quality of medical care and medical
services for the use of the States In evaluat-.
Ing and Improving their public assistance
medical care programs and their program
of medical services for the aged. For this
purpose, the Secretary would also be
directed to secure InformaUon from the
States on their medical ears and medical
services under then programs and to pubUsh
these reports and other necessary informal.
tion.

Bill: See. 705.
House report: pp. 9-10, 139.

8387 O- -3
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PUBLIC ASSISTANCE--Contlnued

Ite, Present law llt. 12580

Ill. Temporary extension of Temporary legislation (ire 1 11(h) of the Postpones termination date until June 30,1964.
certain special provi- Social Security Amendmehts of 1050) Bill: See. 706.
sion: relating to State relates to the approval by the Secretary of llouse report: pp. 57, 139.
plans for aid to the certain State plans for aid to the blind
blind, which do not meet In full the require.

merts of clause (8) of see. 1002(a) of title
X relating to the "needs" test. Expires
June 30, 1061.

MATERNAL AND CHILD WELFARE SERVICES

I. Alaternal and child health
services:

A. Authorisatlion of
annual appro-
priation ........

B. Allotment to
states.

C. Special project
grants.

II. Crippled children's are.
fced:

A. Authorization of
annual appropriation.

B. Allotmeitt to
States.

Authorizes $21,500,000 per year .............

Out of the sum appropriated-
I. $10,750,000 shall be allotted as follonA:

to each tato a uniform hase grant of $60,000
and the remainder In the proportion of live
births In that State to the a hole United States.

2. The other $10,750,000 is allotted accord-
Ing to the financial need of each State after
taking Into consideration the number of live
births In that State (proportionate reduction
lit amounts If full authorized sum Is not &p-
propriated.
No specific provision In the law .............

Athorizes $20 million per year .............

out of the sum appropriated-
I. $10 million shall be allotted as fol-

lows: to each State $60,000 and the re-
inainder according to need after taking Into
consideration the number of crippled chil-
dren In each State in need of services and
the cost of furnishing such services.

2. The other $10 million according to
need of Stats as determined after taking
Into consideration the number of ceippled
children In each State In need of services
and the cost of furnishing such services to
them.

Authorizes $25 million per year.
Effective date: Fiscal year 1001.
Bill: See. 707(a)(I)(A)
House report: pp. 5, 34, 49, 139.
Substitutes 912,500,000 for $10,750,000 in both

I anI 2 and also provides that the uniforn
grant in I be Increased from $0,000 to

$70,000.
Bill: See. 707(a)(I)(1)).
House report: p. 139.

Adds provision that not nore than 25 percent
of the surns under 11-2 (above) shall le avail.
able for grants to State health agencies, and
to public or other nonprofit Institutions of
higher learning for special projects of region-
al or national significance which may con-
tribute to the advancement of maternal arid
child health.

1h: Sec. 707(b)(I)(A).
House report: pp. 34, 50, 139-140.

Authorizes $25 million per year.
Effective date: Fiscal year 1961.
Bill: See. 707(2)(A).
louse report: pp. 5, 34, 49, 139.
Same as B above.
Bill: See. 707(a)(2)(B).
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MATERNAL AND CHILD WELFARE SERVICES-Conllnued

Item

11. Crippled children's serv.
ices-Continued

C. Special project
grants.

Ill. ('hild welfare services:
A. Authorization of

annual appropriation.
B1. Allotment to

8tstes.

C. Research
demonstration
ects,.

Present law II.R, 12580

No specific provision in the law ............. Same as C above.
IHill: Sec. 707(a)(2)(B).

Authorizes $17 million per year.

Out of the sum appropriated allots to a State
such portion of $60,000 as the amount ap-
propriated bears to the amount authorized
to be appropriated. The remainder of suns
appropriated shall be alloted so that each
State shall have an amount which bears the
same ratio to the total remainder as the
product of (I) the population of each State
tinder the age of 21 and (2) the allotment
percentage (based on relative per capital
Income) bears to the sum of the correspond.
Ing products of all the States.

No provision.

Authorizes $20 million per year.
Effective date: Fiscal year 1961.
Bill: Sec. 707(a)(3)(A).
Ilouse report: pp. 5, 34, 49, 139.
Changes the 500,000 to $70,000.
Bill: Lee. 707(a)(3)(A)(B).
louse report: pp. 5, 34, 40, 130.

Authorizes appropriation for grants by the
Secretary of health, Education, and Welfare
to public or other nonprofit Institutions of
higher learning and to public and nonprofit
agencies and organizations engaged In re.
search or child welfare activities, for special
research or demonstration projects for the
demonstration of new methods or f-A~lItIes
which show promise of substantial contribu-
tion to the advancement of child welfare.

Bill: Sec. 707(b)(3).
House report: pp. 80, 140.
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EMPLOYMENT SECURITY (UNEMPLOYMENT COMPENSATION)

Item

1. Coverage ...............

11. Extension to Puerto Rico..

l11. Administrative financing:
A. Federal unem-

ployment tax rate.

B. Unemployment
Trust Fund.

Present law

In general, the unemployment compensation
program covers all employees In commerce
and Industry who are employed by an em.
ployer of 4 or more workers on at least I
(lay of 20 %%eeks In a calendar year.

17 specific exclusions from coverage are
spelled out in the Federal Unemployment
Tax Act (see. 3306(c)).

The Commonwealth of Puerto lco has an
Independent unemployment compensation
program. Employers In Puerto Itlco are
not subject to the Federal unemployment
tax and Puerto Itlco Is not entitled to Fed.
eral grants to cover the administrative ex-
penses of Its unemployment compensation
program. Tihe cost of emplo) mert service,
however, is covered by Federal grant.
under the Wagner-Peyer Act.

Each employer Is taxed 3 percent on the 1st
$3,000 of an employees' covered wages, of
which 00 percent (2.7 percent of taxable
payrolls) may be offset by unemployment
taxes paid under State law or tax savings
allowed under State law through experience
rating. The net Federal tax Is 0.3 percent
of taxable payroll.

Receipts from State taxes go into the various
State accounts In the Unemployment
Trust Fund, The sums allocated to State
accounts are generally available for benefit
payments.

l.lt. 12580

Coverage Is extended, generally effective in
1962, to several categories of employm.s
presently specifically excluded. The.e in-
clude:

(I) Employees of certain lostraumorite .
Cities of the United States which are neither
wholly or partialy onned by the 'iit,.d
States, Including Federal Iteserne bank-,
Federal credit unions, Federal land han,.,
and others. Employees of partially oanil
Instrumentalities such as banks for cooper.
ties and Federal Internediate credit bakq
oire brought under tie unemployment ciri-
pensation program for Federal employi,-,
effective In 191.

(2) Employees serving on or In connev-
tlon with American aircraft outside ti.
United States.

(3) Fmaployces of "feeder orgsmiations"
all of Ahose profits are payable to a non-
profit organintio and smplo)ees of nun-
profit organizations %hicli are not exempt
from income tax.

(4) Certain employees of certain tax-
exempt organizations, Inchluing agricultural
and horticultural organize tons, voluntar.%
employee beneficiary associations, and fra-
ternal beneficiary societies.

Itil: Sees. 531-535.
louse report, pp. 55-50, 124-120.
Puerto Rico will be treated as a State for the

purposes of the Federal-State unemployment
compensation system begging Jan. 1. 1001.
Federal employees ant ex-servicemen %%ill
not have their benefits computed under
Puerto tican law until 11066.

Bill: See. 541-543.
House report, pp. 57, 127-128.

Effective In 1061, the tax rate Is raised to 3.1
percent on the lst C3,000 of covered wages,
which results In a net Federal tax of 0.4 per-
cent of taxable payroll.

Bill: See. 523.
louse report, pp. 55, 118.

No change In State accounts.



SOCIAL SECURITY AMENDMENTS OF 1960

EMI LOYMENT SECURITY (UNEMPLOYMENT COMPENSATION)-Continued

1II. Administrative financing
-Continue/

B. Unemployment
Trust Fund-Continued

Present law

Itceipts from the net Federal unemploy.
meint tax (0.3 percent) are used to pay the
cost of administering Federal and State
operations of the employment security
program. At the end of each fiscal year,
after Federal and State administrative ex-
penses have been paid, any excess net
Federal unemployment tax receipts are
earmarked and placed In the Federal un-
employment account to maintain a balance
of $200,000,000 In that account. This
account Is used to make advances to the
States with depleted reserve accounts.

Any excess receipts not required to maintain
the $200,000,000 balance In the Federal
unemployment account Is allocated to the
trust accounts of the various States In the
proportion that their covered payrolls bear
to the aggregate of all the States. These
excess receipts may, under certain condi.
tions, be used by a State to supplement
Federal grants In financing administrative
operations.

ll.R. 12580

A new account, called the employment security
administration account, will be established
in the Unemployment Trust Fund. All
receipts from the net Federal unemploy-
ment tax (0.4 percent) will be credited
Initially to this new account. Federal and
State administrative expenses will be paid
out of this account with a maximum of
$350,000,000 per year allowable for State
administrative expenses.

At the end of a fiscal year, excess receipts after
administrative expenses will be credited to
the Federal unemployment account to
build up and maintain a maximum balance
of $550,000,000 or 0.4 percent of covered
payrolls, whichever is greater, for use in
making advances to States.

After the Federal unemployment account
reaches Its statutory limit, any remaining
excess of net Federal unemployment taxes
over administrative expenses will be retained
In the employment security administration
account until that account shows a net
balance at the close of the fiscal year of
$250,000,000. This net balance Is to be
used to provide funds out of which adminis.
trative expenses may be paid during each
fiscal year prior to the receipt of the bulk of
Federal unemployment taxes in January and
February.

Pending the building up of the $250,000,000
balance In the employment &curty adminis-
tration account, advances to the account are
authorized from a revolving fund which
would be financed by a continuing appropria-
tion from the general fund of the Treasury.
These advances will be repaid with Interest.

After the Federal unemployment account Is
built up to its statutory Limit, and the year-
end net balance of the employment security
administration account reaches $250,000,000,
and after any advances from the general
fund of the Treasury have been repaid, any
excess In the employment security adminis-
tration account will be distributed to the
accounts of the various States In the same
manner as Is provided under present law,
except that If any State has outstanding
advances from the Federal unemployment
account its share of the surplus funds will
be used to reduce these outstanding advances,

Effective date; Fiscal year 1961.
Bill: Sen. 521.
House report, pp. 81-53, 108, 116.



SOCIAL SECURITY AMENDMENTS OF 1960

EMPLOYMENT SECURITY (UNEMPLOYMENT COMPENSATION)-Condlnued

Item Present taw II.R. 1280

Ill. Admninistrative Finano-
lug-Coitinued

C. Advances to the
States:

1. Eligibility for
advances.

2. Amount of ad-
vances.

3. Repayment ot
advances.

A State whose reserve account at the end of
any quarter Is less than the amount of bene.-
fits paid In the last four preceding quarters
may apply for an advance from the Fed-
eral unemployment account.

A Stste is advanced the amount specified in
the State's application but such amount
may not exceed the largest amount of bene-
fits paid by it in any one of the last four
preceding quarters.

The Governor of any State may at any time
request that funds be transferred from the
State's account to the Federal unemploy-
ment account in repayimnt of part or all of
the balance of advances made to the State.

A State's eligibility for advances (applied for
after enatutment) may be determined at any
time. Advances will be made only it In the
account of the State requesting an advance
the sum of reserves on hand plus expected
tax receipts will be Inadequate to meet the
expected level of benefit payments during
the current or following month.

Bi: See. 522(a).
House report, pp. 53-54, 116-117.
Advances will be made In amounts which the

Secretary of Labor estimates will be re-
quired to pay compensation during the cur-
rent or following month, Including amounts
to cover unexpected contingencies. The
aggregate amount of loans approved by the
Secretary of Labor may not exceed the
amount available for advances in the Fed-
eral unemployment account.

Bill: See. 522(a).
louse report, pp. 53-54, 116-117.
Same as present law.



SOCIAL SECURITY AMENDMENTS OF 1960

EMPLOYMENT SECURITY (UNEMPLOYMENT COMPENSATION)--Connued

Item Present law H.R. 12880

III. Administrative Finano-
Ing-ContInued

C. Advances to the
States-Continued

3. Repayment of If an advance to any State has been outatand- It an advance to any State made after enact-
advances-Con. Ing at the beginning of four consecutive ment is outstanding at the beginning of two

yean, the employers' credit in that State consecutive years, the employers' credit in
against the Federal tax is reduced from that State against the Federal tax is reduced
2.7% to 2.55%. This increase In the net from 2.7% to 2.4%. During successive
Federal tax Is used to pay off the advance. year In which the advance is outstanding
During successive years in which the ad- the employers' credit is reduced by an
vance is outstanding the employers' credit additional 0.3% a year. If a State repays
is reduced by an additional 0.15% a year. outstanding advances by Nov. 10 of any
If a State repays outstanding advances by year the reduced credit provisions do not
Dec. I of any year the reduced credit pro- come Into operation for that year.
visions do not come Into operation for that
year.

In addition to the reduction of 0.3% a year In
the employers' tax credit against the Federal
tax two other possible credit reductions are
provided. The first provides that beginning
In the third year in which an advance is out-
standing the maximum employers' credit is
reduced by the amount, If any, by which the
average employer contribution rate in the
preceding year was ies than 2.7%. The
second credit reduction provides that in the
fifth year In which an advance is outstanding
If the State's benefit-coet rate over the pre-
ceding five year is higher than 2.7% then
the employers' credit shall be reduced by the
amount, if any, by which the State's average
contribution rate in the preceding year is les
than such benefit-cost rate.

Bill: Sec. 522(a), 523(b).
House report, pp. 54-5, 119-1L2



TABLES ON PUBLIC ASSISTANCE MEDICAL PROGRAMS
Tauz l.-Summary Information on medical care available to old-age assistance recipients through federally aided public assistance vendor payments, andoter resources (based on information supplied by Bureau of Public Asaistace, June 1960)

Vendor paymentsVendor___________ __

pay- Other resources for medical care avail-state ment Hospitalization able to old-age assistance (OAA)method Practitioner (including controls Drugs Nursing home care Other recipients
used or limitations on

hospital days)

Alabam a -- ....... No..-- No ........ No ---------------- No -------- No ---........... No -------- Maximum OAA money payment of $75
may be exceeded up to $110 for nurs-
ing home carm. Recipient in hospital
continues to receive money payment.
State has program of hospitalization-
for medically indigent, adminitered
by State health department.

Alaska ---------- No..-- No ------ No --------------- No ------ No ------------- No ------ Maximum OAA money payment of $100
available for nursing home care. For
nonnatives, State program of general
assistos is used to meet medical
needs, including hospitalization and
nursing-convalescent home care not
met in the money payment to the re-
ciplent. For nativen, Bureau of In-
dian Affairs is a resource for medical
care including hospitalization.

Arizona ---------- No- .-- No ------ No -------------- No ------ No ------------- No ----- Nursing home care provided through
money payment up to maximum of
$80 for OAA recipients. Recipients
in hospital continue to receive money
payment. Hospitalization and gel-
eral medical care are county respon-
sibility. For reservation Indiana,
Indian Health Service is a resource.

Arkansas ---------- Yes.... Yes' -- An recommended by No -....... $90 maximum, Yes ------
physician for all plus $Sin money
acute illnesses and payment for
injuries. General personal needs.
rule:30 days a
year; extension
possible.

California- Yes----I Yes. No (vendor pay-ments for OAA

recipients in pub-
He medical insti-

Yes--- No ----------- Yes. Nursing home care provided through
money payment of $115 or $95 maxi-.
mum (depending on recipients in-
come). Hospitalization available in



tutions after 1st 60
days).

all locations from county hospitals.

Colorado ---------- Yes.. Yes -------- AU recommended by Yes ------- Money payment Yes .....
physician, except $106, plus $20 to
forpurposoofdisg- $95 vendor pay.
nosis only. Gen- meant based on
eral rule: 30 days; patient's needs.
extension possible.

Connecticut --..... Yes_ - Ye- -------- All recommended by Yes -------- No ------------- Yes -....... Nursing home care provided through
physician for de- money payment to recipient. Pay
finitive medical budgetary deficit up to approved rate.
treatment. No Maximum rate: $212.33.
limitation on num-
ber of days.

Delaware ---------- No --- No ------ No --------------- No - No ------------ No --- - Nursing home care provided through
money payment. Maximum of $75
may be supplemented up to approved
rate. Hospitalization for indigent
persons reported as provided by

county governments.

District of Colum- Yes- - Yes -------- Al essential surgical No -.......- No ------------- Yes ..-... Nursing home care provided through

bia. and medical care money payment to $100 maximum,
and treatment, plus $10 for personal needs. Drugs
No limitation on available through District of Colum-
number of days. bia Public Health.

Florida ----------- Yes---- No ------ Limited to acute Yes ------- No ------------- No ----- Nursing home care provided through
injuries and ill- money payment to $66 maximum,
ness. Maximum: which may be supplemented from
30 days a year. other sources up to rate determined

for community.

Georgia ----------- I N o ...I.No No -------------- No ------ No ------------- No --------

I Applicable only ff surgery is authorized by remedial eye services section
for cooperating ophthalmologist.

' Some drugs provided by vendor payment when dispensed by hospital
for continuation of treatment after discharge of a patient who has received
inpatient care for the same condition.

Nursing home care provided through
money payment to $65 maximum,
which may be supplemented from
other sources up to maximum rate.
Limited hospitalization through board
of commissioners. Hospital care for
medically indigent enacted in 1958,
but not in operation.

3 Vendor payments may be made for drup, appliances, dental services,
and optical supplies recommended by physician, hospital, or clinic when such
are not available without cost to the agency through other services.



TABLES ON PUBLIC ASSISTANCE MEDICAL PROGRAMS--Continued

Vendor _Vendor 
payments

pay- Other resources for medical care avail-State ment Hospitalization able to old-age assistance (OAA)
method Practitioner (including controls Drugs Nursing home care Other recipients

used or limitations on
hospital days)

Guam ------------- No --- No ------ No ---------------- No ------ No -------------- No ------ Hospitalization and other medical care
available through Government hos-
pital.

Hawaii ----------- Yes .... No ------ All recommended by No ------ No ------------- Yes ------ Nursing home care provided through
physician except money payment. State agency and
Hansen's disease medical care provisions being reor-
(leprosy). No ganized. Outpatient care provided
day limitation, by State paid physicians who also

dispense drugs to limited extent.

Idaho ------------ Yes.... No ------ No -------------- No ------ $150 maximum, No ------ Hospitalization furnished under annual
plus money pay contract with private hospitals in
ment for per- some counties; general assistance used
sonal needs; primarily for medical care. Public
maximum may assistance recipient in a public medi-
be exceeded. cal institution can continue to receive

assitance grant.

Illinois ---------- Yes---- Yes ------- Ali recommended by Yes ------- To meet need for Yes .....
physician. Gen- care, not to ex-
oral rule: 2 weeks, ceed "going
with provision rate" in coin-
for extension. unity.

Indiana ---------- Yes-.. Yes ------ Limited to nonelec- Yes ------- Money payment Yes ------- Scope of medical care determined by
tive surgery, in- or vendor, as individual counties in line with con.
Juries, acute ill- determined by tent recommended by State agency.
ness, diagnosis, county. Rates
No day limit&- negotiated in
tion. each county.

Iowa ------------ Yes-... Yes -------- No -------------- Yes ------- No ------------- No ----- Nursing home care provided through
money payment to meet rate for
needed care; basin rate 580, plus
amounts for additional care needed.
Hospitalization available through gen-
eral assistanos and Iowa University
Hospital.



Kansa-----I YesJ -Iyes ---- All recommended by
physician. No
day limitation.

No .............Yes.--- Nursing home care provided through
money payment to meet budgetary
deficit of recipient up to the local
rate. No statewide rates or ranges.

Kentucky -........ No- --- No -------- No ---------------- No ........ No .............. No ------ Nursing home cae provided through
money payment up to $66 (for total
needs). New legislation to start in
1961. Covers all types of medical
care to limited amount. Some coun-
ties make contributions to local
hospitals for care of needy.

Louisiana -------- Yes....- Yes -------- No ---------------- Yes -------- $110 maximum, Yes ------- Practitioner services paid by vendor
plus $17 money payment In nursing home cases only;
payment for in other circumstances, provided
personal needs. through money payment. Hospital-
$105 money ization available through State he-
payment in pitl program.
home not sub-
ject to license.

Maine ----------- Yes---- No ----- All recommended by No ----- $65 maximum No ------ Other medical cea must be met by re-
physician. Maxi- money pay- cipient from money payment. OAA
mum: 45 days a ment, remain- maximum Is $65.
year. der by vendor

payment up to
$130 or $165.

Maryland ------- Ye-ys. Yes -------- All recommended by Yes ------- No ------------- Yes ........ Nursing home cae provided through
physician; 21 days money payment up to $115.50 for
for Illness, excep- total care. Maximums of $190, 1200,
tion possible upon S210 (according to group into which
medical recom- county is classified) on total money
mendation. payment for total needs of recipient.

Maseachusetts- Yes.. Yes .------- All recommended by Yes -------- $6.50 maximum Yes ......
physician. No a day; may be
day limitation, exceeded. All

other medical
needs are met.

Michigan ---------- Yes-.-- Applicable ---- do ------------ Applicable No ------------- Applicable Nursing home care provided through
only if only it only ff money payment, $90 maximum; may
connec- connec- connee- be supplemented from State and local
ted with ted with ted with general assistant funds to maximum
hospital- hospital- hospital- regional rate ($150 to $175). Pruc-
isation. iahon. isation. titioner services are in money pay-

ment. OAA maximum $80.



TABLES ON PUBLIC ASSISTANCE MEDICAL PROGRAMS--Continued

Vendor payments
Vcndor____________
pay- Other resources for medical care avail-

State ment hospitalization able to old-age assistance (OAA)
method Practitioner (including controls Drugs Nursing home care Other recipients

used or limitations on
hospital days)

Minnesota --------- Yes-...- Yes -------- All recommended Yes -------- $60 by money Yes ......
by physician, payment, plus
Maximum: 30 vendor up to
days; extension $150, may be
on recommenda- exceeded.
tion of county
medical advisory
committee.

Mississippi -------- No .... No ------ No -------------- No ------ No ------------- No ------ Nursing home care provided through
money payment, $33 administrative
maximum; may be supplemented
from local or private funds to $150
maximum. Some hospitalization
available through State subsidies.
Some counties contribute.

Missouri ---------- Yes---- No ------ For acute illness and No ------ No ------------- No ------ Nursing home care provided through
injury when rcc- money payment, $65 maximum, ex-
ommended by cept $100 for "completely bedfast and
physician. Maxi- totally disabled." Other medical car
mum: 14 days per by money payment. Provisions be-
hospital admission. ing revised.

Montana ----------.Yes-.- Yes -------- Limited to remedial Yes -------- No ------------- No -------- Nursing home cars and all other medical
eye care. care provided through money pay-

ment, $85 maximum. "Medical com-
ponent' of nursing home care paid
through general assistance. Vendor
payment method lipxited to preven-
tion of blindness and restoration of
sight.

Nebraska ---------- Yes..- No ------ All recommended by No ------ Meet budgetary No.- - Practitioner services and other medical
physician. Gen- deficit up to fee services are in money payment up to
eral rule: 31 days; range negoti- $70 maximum for OAA.
extension possible. ated in each

county.



Yes -.... No ----------- I Yes ...... Nursing home care provided through
money payment, $130 maximum, plus
$8 for personal needs. Hospitaliza-
tion is responsibility of county com-
missioners. Hospitalized recipients
may continue to receive money pay-
ments to $75 maximum.

New Hampshire - Ys .-- Yes ........ All recommended by Yes ...... No -------------- Yes .---- Nursing home care provided through
physician. Gen- money payment, $150 maximum; may
erl rule: 14 days; be exceeded in unusual circumstances.
extension possible.

New Jersey -------- Yes ... No ------ No -------------- No ------ $180 basic; $190, No ------ All medical car except nursing home
including physi- provided through money payment.
cian and pre- No maximum.
scriptions.
Cash payment
for personal use.

New Mexico ----- Yes - Yes -------- AlI except elective. Yes ------- $55 maximum on Yes .-------
No maximum; 7 money pay-
days with reau- ment, plus
thorization re- vendor to $150.
quired.

New York --------- Yes --- Yes -------- All recommended by Yes -------- Rates set locally. Yes -------- Counties have option as to method of
physician. No Personal needs payment for each of the services pro-
day limitation, met by money vided, subject to State approval.

payment.

North Carolina. .... Yes ... No ------ All recommended by No ------ No ------------- No ------ Nursing home care provided through
by physician, money payment, $175 maximum,
Maximum: 180 applicable only to need for skilled
days. nursing service following hospitalxa-

tion; limited to 3 months; may be
extended 3 times. All other medical
care provided through money pay-
ment. No maximum. Average OAA
payment, $40.

North Dakota- Yes.... Yes - Al recommended by Yes- Meet budgetary Yes .
physician, deficit up to
Maximum: 60 maximum rates
days. from $100 to

$175.

Yes ----. Yes --------Nevada ----------- N O ----------------



TABLES ON PUBLIC ASSISTANCE MEDICAL PROGRAMS-Continued

Vendor Vendor payments
pay- Other resources for medical cae avail-

State meant Hospitallzation able to old-age assistance (OAA)
method Practitioner (including controls Druga Nursing home care Other recipients

used or limitations on
hospital days)

Ohio ------------ Yes---- Yeas ------- AD recommended by Yes -------- No ------------- Yes ------- Nursing home care provided through
physician; non- money payment to meet budgetary

elective surgery deficit for care needed up to approved
only, except after rates, $65 to $160.
special review; 10
days each admis-
sion with possible
extension.

Oklahoma --------- Yes... Yes ------- Limited to life en- No ------ $ maximum on Yes ------- Hospitalization limited; no specific
dangering ondi- money pay- items of medical cae provided in
tons and condi- meant, plus $69 budgeting for money payment.

tons producing or vendor pay-
alleviating blind- ment.
ness; 21 days per
admission.

Oregon ----------- Yes.... Yes ------- All recommended by Yes ------- $124 to $184 Yes ------- In lieu of nursing-home care, house-
physician. No according to keeping or nursing service in own
maximum; care needed, home provided in special payment
reauthorization Personal items directly to recipient.
every 7 days. in money pay-

ment.

Pennsylvania ---- Yes--- Yes ------- No -------------- Yes ------- No ------------- Yes ------- Nursing-home care provided through
money payment, $100 to $165 maxi-
mum, according to type of care; plua
$ for personal needs in money pay-
ment. Hospitalization through State.
owned and Stame-aided hospitals.

Puerto Rio ------- No --- No- . No -------------- No -------- No ------------ No ----- Medical services of all types available
from resources or public health de.
partment

All recommended by Yea
physician. Gen-

Nursing-home care provided through
money payment, $182 maximum, de-

Rhnde Island ----.... ---IYe.---- No ---- --- ----. Ye. --- ---



eral rule: 21 days
with provision for
extension.

pending on type of care, plus $6 for
clothing and personal needs.

South Carolina .--- Yes.... No -------- Acute illness and No ........ (1) For coontinu- No -------- Medicine provided through money pay.
injury. 30 days ing care, money meant; OAA maximum, $0.
maximum. payment to $00,

plus supple-
ment to $150
from other
sources; (2) for
persons who
have been hos-
pitalized, up to
$94 vendor pay-
ment, plus.$WO
money pay-
ment.

South Dakota ---- No- --- No ------ No -------------- No ------ No ------------- No ------ Nursing home cre provided through
money payment of $75 to $165 de-
pending on type of care needed.
Hospitalization provided by county
poor relief fund, ed in part by
return to county of portion of Stats
taxes earmarked for this purpose.
Specified drugs and appliances pro-
vided in money payment. No maxi-
mum except for nursing home.

Tennessee -.... Yes-.- No ------ Acute Illness or in- NO - - No ------------ No ........ Nursing home care provided through
jury, and Illnesses money payment of S80 maximum;
and injuries re- may be supplemented from other
quiring hospital- sources to $150, plus allowance for
ization; 10-day personal needs. No other item. of
maximuE medical cae slecifled in provsons

for money payment. OAA maxi-
mum, $55

Texas ------------ No. --- No ------ No -------------- No ........ No ------------- No ----- Nurn home cae provided through
money payment, $67 maximum; may
be supplemented from county funds
up to $100 for nursing care, plus
$84.50 for maintenance. Limited
medical care through money payment.
County oommsilones general main-
tain county hospitals or make pay-
ment to private hospital.



TABLES ON PUBLIC ASSISTANCE MEDICAL PROGRAMS-Continued

Vendor [Vendor payments
pay- Other resources for medical care avail-

State ment Hospitalization able to old-age assistance (OAA)
method Practitioner (including controls Drugs Nursing home care Other recipients

used or limitations on
hospital days)

Utah ------------ Yes- - Yes -------- All recommended by Yes -------- No ------------ Yes -------- Nursing home care provided through
physician, except money payment of $87.50, $110 max-
elective surgery. imum, which may be supplemented
General rule: 30 from other sources to $200; $5 allow-
days; extension ance for personal items.
possible.

Vermont ---------- Yes - No ------ No -------------- No_------ $165 for skilled No ------ Hospitalization provided by "town"
nursing care; general assistance; other medical

$135 for per- needs included in money payment.
sonal nursing OAA maximum, $75.
service; $5
money payment
for personal
needs.

Virgin Islands ---- Yes....- No ------ No --------------- Yes -------- No ------------- No ------ Other medical treatment through de-
partment of health. Hospitalization

available under system of municipal
hospitals.

Virginia ----------- Yes -- No ------ Extension of vendor No -.. $150 maximum, No ------ Other medical care provided through
payment provi- plus $6 money money payment; average.OAA money
along to hospital payment for payment, $37. (To July 1, 1960, hos-
care effective July personal items. pitalization provided through State-
1, 1960. local payments, not part of public

assistance program.)

Washington ------ Yes-.. - Yes ------- All recommended by Yes -------- $102 to $192 ac- Yes --------
physician. No cording to type
day limitation, of home. Per-

sonal items
through money
payment.



West Virginia- I Yes Yes. United to acute ill-
ness, immediate
surgery, diagnostic
services; excep-
tions if will in-
crease capacity for
self-care. Maxi-
mum30 days.

Yes ---- No ............. Yes ...... Nursing home care provided through
money payment, $60 maximum a per-
son, $165 a household, supplemented
by general assistance under specified
conditions. Practitioner services
through money payment.

Wisconsin --------- Yes-.- Yes -------- All recommended by Yes -------- Pay budgetary Yes --------
physician. No deficit to meet
day limitation; rate for care
reauthorization needed; rates
stipulated. negotiated in

each county.
Allowance for
personal needs
in money pay-
ment.

Wyoming ---------- Yes---- Yes -------- All recommended by No ------ $85 maximum No ------ Other medical services are responsibility
physician. No money payment of counties.
day limitation. for mainte-

nance, plus
vendor pay-
ment up to
$100.



TABLES ON PUBLIC ASSISTANCE MEDICAL PROGRAMS-Continued
Table .- Old-age assistance: Payments for vendor medical bills: Total amount, amount for which type of service was not reported, and amount In all Statesreporting for apecifled type of service, by State, nca year 1959 (supplied by the Bureau of Public Asistance)'

Type of
service nut

reported

+ 4 1

$220,749,925

17,473

--- 989,720--

22, 140,019
7,739,683
3,710,081

202,938
1,390,427

99,977
24, 130

24,788,904
5,807,.135

687,938
3,913,454

2,394,230
1.354,849

463,099
29,654,045
4,985,744

14, 723,821

$24,953,705

--------------
--------------
--------------
--------------
--------------
--------------
--------------
--------------
--------------
--------------
--------------

99,977
--------------
--------------
--------------
--------------
--------------
--------------
--------------

463,099
--------------

--------------4,995,744

In all States reporting for specified type of service

Practitionern' Huopitaliza- Drugs and Nursing and
services dion supplies convalescent Other

home care

$21,344,694 $71. 879,997 $31,877,084 $56, 944, 998 $13,749,447

Z 329 15,144 - - - - - - - - - - - - -- - - - - - -

21,393 1,671,037 -------------- 1294.030 3.260
6,849,307 ----------- 13.100.8-------------2.39,8501,097,093 4.87.. 353 77,096 1,624, 167 62,954

453,372~

------- ------ ------ 1,390, - -- -- -- -- --- - - - - -I- - - - - - - - - I- - - - - - -

Total-.

Alabama .............................

Arizona -------------------------------
Arkansas ------------------------------
California -----------------------------
Colorado .............................
Connecticut ...........................
Delaware ------------------------------
Distict of Columbia ..................
Florida -------------------------------
Georgia ......... ....................
Hawaii ........ ... ..................
Idaho -----------
Illinois --------------------------------
Indiana -------------------------------
low& .................................
K ansas --------------------------------
Kei.*.ucky ------------------------------
Louisiana ............................
M aine ---------------------------------
M aryland ------------------------------
Massachusetts ----------------------
M ichiz n ------------------------------
M innmesota. .-------------------------
M ississippi ----------------------------M issouri ------------------------------

M ontana ------------------------------
Nebraska ..............................
N evada -------------------------------
New Hampshire ------------------------
New Jersey ----------------------------
New M exico ---------------------------
New York -----------------------------
North Carolina -------------------------
North Dakota ........................
O hio ----------------------------------
Oklahoma -----------------------------

-------------- ----------
17.855 -------------

3,391, 745 --. ----------
229,642 --------------

1,222,138 -------
5, 8W,800 5180, 800

914,908 --------------
26. 050, 471 --------------

832,317 --------------
2,027,898 --------------
9.402,926 --------------

11, 233, 765 ------------

6,916

79,443
178,044

143,955

243,415
1,543,879
1, 688,688

6, 61% 511
1,619, 147

1,306,940

625,785

10,306.418

6,027,400

9, 878

1.044,795

709, 419

420,400
14.766,084

832317
1.086, 083
5.747,637
4, 346,.185

Z,722,576
87Z,201
334,334
795,77-9

115,304

4,640,549

1,536,242

17

82,553
274,920

120,940

219,043
1,753,514

24, 130
12, 541, 541
1,849,526

---2,239,448

729,064

13,030,875

5,354,227

2,346,950

32,681

190, 197
4, 918,973

421,484
17.721

5, 182,308

55,487

6,482

890, 001
188,655
17,650

1,128,262

6,543

992, 340

386,740

1,044

67,848
27,092

39. 416
6,36, 414

57.873
340.175
16, 584

2,022,275
1,277,606

315,954
622,473

32,935

683,863

1,419,212

940, 438%259, 290 1,.494



Oregon r...................... .........
Pennsylvania ------........
Puerto Rca ------------------ .........
Rhode Island l------- n------- .........
South Carolna r o............. a.........
South D a ktotsa ----------------- .......
Ten neesee ............... ........
Te as ----------------- ........
Utah t ah..................... ..........
Vermont ------------------- t-- ........
Virgin Isads l a n ds............. ........
Virginia.----------------
W anhington n ........................
West Virgi rg ......... i a....... ........
Wisconsi s ----------- s--------- ........
Wyomingy .................. g........

4,335.246
2, 708, 931

--------------
980.836

..............

1,394,994

593,496

3,657
445, 582

8.326,489
745,866

12, 619,592
403,128

980, 836

..............

3, 657

--------------

12, 619,592

--------------

I In some instances, figures are presented where no federally aided vendor
payments are made; in others, no figures are presented where vendor pay-
ment programs are now in existence. These diserpanies are generally the
result of the method and of the timing of the State reports. For example,
Ahlabma, although it has no federally approved plan for vendor method
payment, reports total payments of $17,473. This amount, however,
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113,924

75,257
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..............

264,558

913,708
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100.642
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..............

..............

8, 099
....................--------

445.582
1,071,204

49---.151...

49,151

42.470
236,438

..............
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represents payments from local funds only. New York, which has a vendor
program for all types of services, reported its payments for practitioners'
services and drugs and supplies under the heading designated "Other."
Another example is the fact that no hospitalization payments are listed for
Florida, because the program did not go into effect until October 1959.
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The ChTA113rAN. I have instructed the committee clerk to insert in
the record at the end of the hearings, a copy of each amendment
which has been ittioduced in ti Senate to be proposed to H.R. 12580,
accompanied by a brief analysis and a statement of views thereon by
theo I )epai-tinenit. of I cait, E~ducation, and W1elfare.

(Tle amendneuits, analyses, and departmental reports thereon
a)pear on pages 451 to 531.)

The C IIJM,,. The first witness is the Ilonorable Arthur S. Flem-
ming, Secretary of Health, Education, and Welfare.

Mr. Flemming, you may proceed, sir.

STATEMENT OF ARTHUR S. FLEMMING, SECRETARY OF HEALTH,
EDUCATION, AND WELFARE, ACCOMPANIED BY CHARLES E.
HAWKINS, W. L. MITCHELL, ROBERT 3. MYERS, ROBERT M. BALL,
SOCIAL SECURITY ADMINISTRATION; AND ROBERT A. FORSYTHE,
ASSISTANT SECRETARY, DEPARTMENT OF HEALTH, EDUCATION,
AND WELFARE

Secretary FIEI'1 MI No. Ir. Clail'rman and members of the commit-
tee, I al)preciate very much living the opportunity of appearing
before. the committee in order to discuss 11.R. 12580 And some of the
issues that underlie it. The bill as you know was (levelol)ed after
long and careful consideration in the Ways and Means Committee
of the House of Representatives.

It makes it substantial number of significant changes in the pro-
grams of old-age, survivors, and disability insurance, maternal and
(.hilt1 welfare, l)ublic assistaice, and unemployment compensation. It
also would establish a new program for low income aged persons
who needle help in meeting their medical bills.

'The changes that the bill would make in the OASDI provisions
woul( accomplish some important basic program. improvements. In
addition, the bill would remedy some minor inequities that exist under
the present. provisions, and would make many technical improve-
ments and administrative simiplifications.

The program of old-age, survivors, and disability insurance pro-
vides basic protection to the American people against the risk of
earning loss resulting from retirement, death, or permanent and total
disability. Over 14 million individuals now receive benefits under
this program. Nearly 900,000 additional persons would almost im-
mediately become eligible for benefits under the revisionss of this bill.

In addition, some 400,000 children would receive increased bene-
fits immediately and approximately 300,000 persons would be brought
under the coverage of the system so that their earnings would count
toward eligibility for l)enehts on retirement, (leath, or disability.

, among tie m;st significant. of the old-age, survivors, and disability
insurance provisions are. those concerned with disability. The mini-
nium age of 50 for receipt of disability insurance benefits would be
eliminated. This would result in immediate benefits for 125,000 dis-
abled workers and approximately a like number of their dependents.
I am very glad that experience under the disability insurance pro-
gram indicates that this significant change can now be made without
increasing the tax rates necessary to finance the disability benefit
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program. Another change in the disability provisions would elim-
inate a second 6-month waiting period for disability benefits for per-
sons who had had a prior period of disability within 5 years.

Tnder present, law disabled persons who return to work pursuant
to a. State-approved vocational rehabilitation plan may continue to
draw benefits for as many as 12 months even though they are engaged
in work activity which is such that, without this provision, they
would have their benefits terminated.

The bill would broaden this provision so that disability beneficiaries
who work under other rehabilitation plans or are re abilitating them-
selves would also be allowed a similar trial work period during which
their benefits would be continued.

One of the important changes in the old-age, survivors, and dis-
ability insurance system would revise the present insured status
provision to make the requirements that apply to people attaining
retirement age in the next few years more nearly comparable to those
that will prevail over the long run.

At present., an individual, to be eligible for benefits on retirement,
has to have had coverage in a number of calendar quarters equal to
one-half of the quarters elapsing after 1950 and before he attained
retirement age.

For persons brought into coverage in 1954 and 1956 and reaching
retirement age at the present time, almost all of the quarters that have
elapsed since their jobs were covered have to be quarters of coverage.

Under the bill, a person would be fully insured if he had one quarter
of coverage for every four quarters elapsing after 1950 (instead of one
quarter of coverage for every two elapsed quarters as required by
present law).

This change is consistent with the longrun requirement that an
individual is permanently insured if he has 40 quarters of coverage-
about one-fourth of a working lifetime in covered work. The change
would make approximately 600,000 persons immediately eligible for
benefits.

The bill provides a number of extensions of coverage recommended
by the administration, including coverage for self-employed phy-
sicians, parents employed in a business by their sons or daughters,
additional employees of nonprofit organizations, workers in Guam
and American Salnoa, and a, few other small groups.

In addition, various provisions affecting nonprofit employees and
State and local employees are liberalized and improved. Among
other changes. the time within which ministers can elect coverage is
extended, and further opportunity for retroactive coverage under State
and local agreements is provided.

Under present law, the amount payable to a child of a deceased
worker is equal to one-half of the benefit amount the worker would
have been paid if he had lived, plus an additional amount derived by
dividing one-fourth of the worker's benefit amount by the number
of children getting benefits.

The bill would increase the benefits payable to children of a de-
ceased worker so that each child would get an amount equal to three-
fourths of the worker's benefit amount, subject, of course to the family
maximum provision.
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The bill would also provide benefits for survivors of workers who
died fully insured before 1940. About 25,000 people-chiefly widows
over age 72-would qualify as a result of this change.

The provisions relating to the investment of trust funds would be
changed so as to make interest earnings on the Government obligations
held by those funds more nearly equivalent to the rate of return be-
ing received by people who buy Government obligations in
the open market. The changes would make for more equitable treat-
ment of the trust funds and are generally in line with the recom-
mendations that were made by the Advisory Council on Social Security
Financing.

The long-run benefit cost of the old-age, survivors, and disability
insurance system as modified by the bill is very closely in balance with
contribution income, according to our i ntermed iate cost est im ate. This
of course is true under present law and it would continue to be so after
enactment of the bill.

Our latest long-range cost estimates show, on a level-premium inter-
mediate-cost basis, a surplus of 0.15 percent of payroll for the dis-
ability part of the program.

H.R. 12580 would increase the level-premium cost of the disability
provisions by 0.21 percent of payroll. The resulting net, insufficiency
of 0.06 percent of payroll would be small enough so that the disability
part of the program would still be in actuarial balance.

The old-age and survivors insurance part of the program now shows
an actuarial insufficiency of 0.20 percent of payroll on the intermedi-
ate-cost basis. The estimated level-premium cost of the provisions in-
creasin~g children's benefits and the provision liberalizing the insured
status requirements total 0.06 percent.

The provisions for extending the coverage of the program and the
provisions relating to the investments of the trust funds would pro-
vide increased income equivalent to 0.03 percent of payroll.

Therefore, the present actuarial insufficiency of 0.20 percent of pay-
roll would be increased to 0.23 percent. An insufficiency of this size
is small enough so that the old-age and survivors insurance part of
the program would continue to be on an actuarially sound basis.

Income and expenditures of the old-age and survivors insurance
trust fund are estimated under the bill to be in close balance during
calendar year 1961, and it is expected that expenditures will be some-
what larger than income during 1962.

Beginning in 1963, income is expected to exceed disbursements, and
the long-range upward trend in the size of the trust fund will be
resumed.

An important result of the changes in the OASDI program made by
the bill is an estimated savings in public assistance costs of about $85
million in calendar year 1961 and larger annual savings in future
years.

The old-age, survivors, and disability insurance provisions woiild
contribute substantially to the protection afforded under the program
and would be a desirable step at this time.

MATERNAL AND CHILD HEALTH AND WELFARE PROVISIONS

The bill would increase the amounts authorized to be appropriated
for maternal and child health and for crippled children's services to
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$25 million each. They are presently $21,500,000 and $20 million,
respectively. Provision is made for direct grants for special projects
topublic and nonprofit institutions.

T1e appropriation ceiling for child welfare services would also
be increased from $17 million to $20 million. The bill also contains
an authorization for grants to public and nonprofit institutions of
higher learning, ageficies and organizations for research, and demon-
stration projects related to child welfare consistent with a recom-
mendation of the Advisory Council on Child Welfare Services author-
ized by the Senate as a part of the 1958 amendments.

MEDICAL CARE PROVISIONS

The bill contains a number of provisions concerned primarily with
medical care for older persons. It instructs the Secretary of Hea1th,
Education, and Welfare to develop guides or recommended stand-
ards as to level, content, and quality of medical care for the use of
the States in evaluating and improving their public assistance medi-
cal care programs and the new program authorized in the bill.

The Secretary is also required to secure periodic reports from the
States on items included in, and quantity of, medical care for which
expenditures are made under these programs.

This is in accord with a recommendation made by the Advisory
Council on Public Assistance which was established pursuant to an
amendment made by this committee in the Social Security Amend-
ments of 1958. The House Ways and Means Committee, in its report
on this bill, has asked the Department to undertake a study of other
medical resources available to public assistance recipients.

The bill also provides for somewhat increased Federal participa-
tion under the old-age assistance program in increased expenditures
to suppliers of medical care under State plans which make significant
improvements in assistance for medical care.

The Ways and Means Committee, in its report on the bill, stated:
In order to further encourage the States, particularly those which have made

but limited efforts in the medical area, to increase their effort, the bill includes
a provision giving each State an additional amount of Federal funds for old-
ago assistance where Its expenditures are increased through vendor payments
for medical care.

The stated objective is a desirable one, and while there is some
question whether the provision in the bill would produce the intended
result, it is probably worth trying.

Title VI of H.R. 12580 would establish a new Federal-State grant-
in-aid program intended to assist in meeting the acute problems of
medical care encountered by aged persons. The program would
permit States to pay for the medical expenses of low-income aged
persons who are not so needy as to require old-age assistance but whose
income and resources, after taking into account amounts needed for
current living expenses, are insufficient to meet their medical bills.

States would have broad latitude in determining who needed such
assistance and in determining what medical expenditures would be
made under the plan. Such a program looks in the direction of at-
tempting toq-meet a part of the problem of medical care for older
persons by dealing with crises after they arise. It puts the State
govern 6nt, with the assistance of Federal funds, in a position to7
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deal with these crises. It does not, of course, put the individual in
a position where he can obtain protection in advance against the
hazards of long-term illnesses.
. In view of the fact that the title would put States that take ad-

vantage of it in -a better position to deal with illnesses incurred by
lw-income aged persons, we favor its inclusion in the bill.

HEALTH INSURANCE FOR THE AGED

In addition to the issues I have just discussed, the Congress has
before it the question of what the Federal Government should do
in order to help the aged make provision in advance for meeting the
costs of illness.

The members-of this committee are aware that tremendous efforts
have been made by various groups and individuals to bring to public
attention the problems faced by many of our aged in meeting the
costs of health services and medical care. -

A considerable segment of this effort has been directed to the Mem-
bers of the Congress-with assertion of the virtues of one method of
meeting the problem over another.

The executive branch of the Government fully recognizes and ac-
cepts the fact that the Federal Government should take additional
action in this field. A careful consideration of facts such as the fol-
lowing can lead to no other conclusion:

1. There are 16 million persons aged 65 and over. Four millio&
pay income taxes. Of the 12 million who do not pay income taxes
2.4 million are recipients of public assistance.

2. A 1958 study identified 60 percent, or 9.6 million, of the aged as
having incomes of $1,000 or less, and 80 percent, or 12.8 million, as
having incomes of $2,000 or less.

These figures should be discounted, because they include situations
where a wife has an income of less than $1,000 and the husband has a
substantial income, and because they include situations where other
members of the family have substantial resources. Nevertheless, we
are dealing with a group in our population which contains an un-
usually large percentage of persons with very limited resources.

3. A 1957-58 study shows that the average annual expenditures of
this group for health and medical expenses was $177, not including
nursing hone care, as compared with $84 for the rest, of the popula-
tion. But it is important to note that 15 percent of the persons 65 and
over, ,or 2.25 million, had total medical expenditures, on the average,
of $700 per year, not including nursing home care.

The expenditures for this group represented 60 percent of the total
medical care expenditures of the aged. Since 1957, costs for medical
care have increased at least 20 percent. Also, it should be noted that
the high average expenditures for the aged is attributable to the fact
that $6,000, for example, is a conservative estimate of total medical
expenditures incurred by persons who are continuously ill for an
entire year.

4. According to the Health Insurance Association of America, ap-
roximately 49 percent of the persons in this age group have some
ind of health and medical insurance.
But, only a comparatively small percentage of this group have

policies that protect them against long-term illnesses. This is true
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of those who are covered by group policies, as well as those who are
covered by individual policies. There is a trend in the direction of
extending beyond the retirement age provisions in group policies that
cover major medical expenses. There is also a trend in the direction
of making individual policies that cover major medical expenses
available to persons 65 and over. These policies call for payment of
premiums ranging from $60 to $130 a year per individual. They
include deductible provisions ranging from $250 to $500. They ordi-
narily establish annual or lifetime dollar ceilings on benefits. Most
contain coinsurance provisions of 20 percent to 25 percent.

It follows, therefore, that a large percentage of persons aged 65 and
over do not have protection against long-term illnesses, and either
cannot. obtain protection at rates they can afford to pay, or cannot.
obtain adequate protection.

PENDING LEGISLATIVE PROPOSALS

There are several bills before this committee (S. 881, S. 1151, S.
2915, and S. 3503) which would amend the Social Security Act to im-
pose an additional payroll tax to finance hospitalization and other
medical care benefits for persons eligible for old-age and survivors
insurance benefits.

In addition, the administration has outlined a proposal for a pro-
gram of Federal-State matching grants to provide approximately 12
million persons 65 and over who have limited resources with the
opportunity of taking steps which, if taken, will enable them to cope
with the heavy economic burden of long-term or other expensive ill-
nesses.

As this committee undoubtedly knows, the executive branch has
given careful consideration to proposals that have been made to deal
with the health and medical expenses of the aged through the social
security system. Our reasons for rejecting this approach include the
following:

1. It is not pinpointed to the need. There are 4 million of the 16
million in our aged population who are not covered by social security.
Approximately one-half of these persons have incomes of $1,000 or
less.

At the same time there are many persons who are covered by
social security who have no interest in and no need for the type of
protection that would be afforded.

2. We feel it would constitute a serious threat to the orderly develop-
ment of present retirement, survivorship, and disability benefit fea-
tures of the social security system.

The payroll tax which finances the OASDI program is already
scheduled to rise in 1969 to 4.5 percent each on employees and em-
ployers (634 percent on self-employed)-a total of 9 percent of pay-
rolls.

Further liberalization in retirement, survivorship, and disability
benefits will call for additional revenues. These revenues can only
come from increases in the payroll tax or increases in the earnings
base, or both.

If health insuranc, is added to the social security system it will be
even more difficult to predict where we will end up as far as the pay-
roll tax is concerned.
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Pending proposals would call for an addition of 1 percent to the
tax. It .is generally recognized that these proposals are inadequate
when looked at from the point of view of taking care of the costs of
long-term illnesses. Unquestionably, therefore, if health insurance
becomes a part of the social security system, there will be insistent
demands for improving the schedule of benefits.

In addition, there will be insistent pressures for reducing or elimi-
nating the age requirement. A combination of increased benefits with
the lowering or elimination of the age requirement could easily lead
to an addition of 4 to 5 percent to the presently scheduled 9 percent
rate.

This increase plus the increase that will be required under the re-
tirement, survivorship, and disability features of the program, could
very well bring the payroll tax up to somewhere between 15 and 20
percent. We believe it is unsound to assume that revenue possibili-
ties from a payroll tax are limitless.

We decided therefore that it was far better to reserve the payroll
tax for the retirement, surVivorship, and disability features of the
social security system.

Whatever the Government needs to do in the area of health care for
the aged should be done by the appropriation of general revenues.
This will safeguard the orderly development of the retirement,, sur-
vivorship, and disability features of the social security system.

Moreover, taking into consideration that in the medical benefits
area we are dealing with benefits that are not related to wages, the
appropriation of general revenues will provide for a more equitable
distribution of the fiscal load. A system of raising the Federal share
of revenues that relies primarily on the use of the progressive income
tax is fairer for health benefits than one that places one-half the bur-
den on earnings of $4,800 or less.

In other words, the use of the social security system for health in-
surance purposes would give rise to some very serious problems.
Once the step is taken it is irreversible and we would have to con-
tinue to live with these problems.

As I have indicated, the administration has developed a proposal
that would help approximately 12 million persons who are over 65
years of age and have limited resources to cope with the financial

urdens of long-term or other expensive illness.
We have developed this proposal in the belief that any program

undertaken by the Federal Government in this area should meet the
following tests:

1. It should provide the individual with the opportunity of de-
ciding for himself whether or not he desires to be a participant in the
program.

2. It should make available a system of comprehensive health and
medical benefits which provide adequate protection against the costs
of long-term and other expensive illnesses.

3. It should make available all the benefits of the program to public
assistance recipients at public expense.

4. It should provide for some financial contribution on the part of
those participants who are not on public assistance.

5. It should provide private insurers with the opportunity of ex-
panding their programs of extending health protection to the over-65
age group.
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6. It should provide for a Federal-State partnership in dealing
with the problem.

We have developed a program that is consistent with these guide-
lines. We believe that if it is put into operation it- will provide the
aged with the type of assistance they most need. We want to make
it clear, however, that we will be glad to discuss any suggestions for
improvements that are consistent with the basic guidelines that I have
just outlined.

Specifically, we have recommended that the Federal Government
assist the States in establishing a program of medical benefits for
the aged in accordance with the following specifications:

1. Eligibility for participation in program: The program would
be open to all persons aged 65 and over who did not pay an income
tax in the preceding year and to taxpayers 65 and over whose adjusted
gross income, plus social security benefits, railroad retirement bene-
fits, and veterans pensions, in the preceding year did not exceed $2,500
($3,800 for a couple).

2. Eligibility for benefits: Persons eligible for participation in the
program would be entitled to the benefits of the program if they had
paid an enrollment fee each year of $24 and after they had incurred
health and medical expenses of $250 ($400 for a couple).

Public assistance recipients would be entitled to the benefits of the
program without paying the enrollment fee and with the States paying
the initial $250 of expenses under the regular public assistance pro-
gram.

3. Benefits: The program would pay 80 percent (100 percent for
public assistance recipients) of the costs of the following compre-
hensive health and medical services for all participants who had es-
tablished their eligibility and if such services had been determined
to be medically necessary.

(a) Inpatient hospital services for not to exceed 180 days in any
enrollment year;

(b) Skilled nursing-home services, all of these others are un-
limited, I might say.
(e) Physicians' services;
(d) Outpatient hospital services;
e) Organized home health care services ;
f) Private duty nursing services;
g) Physical restorative services;
h) Dental treatment;
i) Laboratory and X-ray services not in excess of $200 in any en-

rollment year; and
(j) Prescribed drugs not in excess of $350 in any enrollment year.
4. Optional benefits: Each State would provide that an aged per-

son eligible for participation in the program could elect to purchase
from a private group a major medical expense insurance policy with
the understanding that 50 percent *of the cost would be paid for him
from Federal-State matching funds up to a maximum of $60.

The States would be responsible for establishing the minimum speci-
fications for such policies in accordance with broad standards estab-
lished by the Federal Government.

5. Continuation of eligibility: Once a person had qualified for par-
ticipation in the program, he could maintain his eligibility by the pay-
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ment, of the annual fee. If his income rose above tile figure specified
for eligibility, his fee wouhl le raised oil it graduated basis for each
$500 of increase in income until the fee covered the full per capita
cost of t le beleits made available to him.
6. A administration: The ri'ogram would lbe administered by the

States, under State plans ap)rove(d by the Secretary of Ilealth, Ed-
wialtion, and Welfare. The State woul( Ibe. autliorize( to use al)pro-

I)riate private orgalliZations as ageltS.
7. Financing : Tile goverlnmental cost. of the program would 1)e

financed by time Federal Government and tle States on a matching
basis. Federal matching would lie 50 percent on the average with an
equalization formlla ranging from 3 3 1/.j to 662 percent for the Fed-
eral share.

8. Cost: Assuming that all States participate and that 80percent
of those who are eligible enroll for the program, it is estimated that
tile annual Fe(leral-State cost of this plan woulh 1)e $1.2 billion with
tile Federal share estimated at $(;00 million. There would be some
reduction to the extent that persons eligible for particil)ation in the

lal elected to purchase insurance policies providing for tile ol)tional
benefits. It is imp)ossible to estimate the number of persons who would
elect the optional benefits.

On the other hand, however, it should lie noted that increases in
costs and increased utilization of facilities over and above that in-
cluided in tile cost estimates could lead to an increase in these estimates.

Also, there would lie some increase in Federal payments for public
assistance. This increase might reach $100 million per year.

Tihe makeready cost during fiscal year 1960-61-including grants
to States to help them develop their programs-would Ibe about, $5
million. The fiscal year 1961-62 cost would depend on many factors.
We estimate that this would run in the neighborhood of $400 nillion-
of which $200 million would be the Federal share.
We believe that the plan which I have just. described would achieve

the following results:
1. It would permit the individual to decide for himself whether

or not he will participate in the program.
2. It, would l)reserve the opportunity for private insurers to con-

tinue to demonstrate their ability to develop major medical expense
programs for the aged.

3. It would divide the cost equitably among the entire population
by providing for financing the Federal share out of general revenues,
contrasted with a payroll tax that places half the burden on earnings
of less than $4,800.

4. It would provide a wide range of benefits without placing a pre-
mimn on institutional care as opposed to alternative lower-cost serv-
ices. Thus, it would facilitate the most effective and economical use
of available medical facilities and services.

5. It would provide a luilt-in incentive for judicious use of health
facilities and services by requiring the individual (other than public
assistance recipients) to share in the cost above the deductible of $250.

Most important, however, the program is designed to pin-point the
area of greatest need, namely, the large number of persons over 65
who do not have tie resources or the opportunity to obtain adequate
protection against the staggering financial burdens of long-term ill-



SOCIAL SECURITY AMENDMENTS OF 1960 51

ness. This is the most, serious I)roblem in financing health care for the
aged.

The administration's proposal would guarantee comprehensive
health and medical services to all aged public assistance recipients in
States that. avail themselves of the program.

Benefits wouhl l)e available to all persons in the lower income
1l'ackets, regardless of whether they happen to l)e covered by social
security. Individual eligibility to lmrticipate in the program would
be determined i)y a simple income test, without subjecting the mdi-
vidual to a detailed and involved means test.

In summ my, we believe that our program for helping the aged
obtain protection against the costs of long-term or other expensive
illness will concentrate governmental assistance in such a malner as to
provide' the most effective and most resl)onsil)le use of Federal and
State funds. We believe this i program represents a practical solution
to a 1)ressin f hnma 1ol)oblem.

(The following tables were submitted by Secretary Flemming for
the record.)

ESTIMATED FEDERAL AND STATE-LOCAL EXPENDITURES AS A RESULT OF MEDICARE
PROGRA.X FOR THE AGED, BY STATE, IF ALm STATES PARTICIPATE, AS OF JANUARY
1960

'TABLE l.-PopuIIatio, ag('d 65 and order: Estimated total and number eligible and
participating! under me(licare program for the aged, as of Jan. 1, 1960

[In thousands]

Under medicare program

Total aged Participants
State 65 and _ _

over I
Eligible I Now

* Total receiving Others 4
old-age

assistance
3

U.S. total -------------------------- 15,720 12,500 9,970 2,400 7,570

Alabama --------------------------------- 250 223 192 99 93
Alaska ------------------------------------ 6 4 3 1 2
Arizona ---------------------------------- 80 60 48 14 34
Arkansas --------------------------------- 190 155 132 56 76
California -------------------------------- 1,220 1.001 815 258 557
Colorado --------------------------------- 140 125 105 47 58
Connecticut ------------------------------ 230 185 143 15 128
Delaware -------------------------------- 34 26 20 1 19
District of Columbia ---------------------- 60 38 29 3 26
Florida ----------------------------------- 490 385 306 70 236
Ocorgia ----------------------------------- 270 233 199 98 101
lawaii ----------------------------------- 30 21 16 1 15
Idaho ------------------------------------ 58 46 36 7 29
Illinois ----------------------------------- 937 705 548 76 472
Indiana ---------------------------------- 435 341 263 29 234
Iowa ---------------.-------------------- 325 236 186 35 151
Kansas ----------------------------------- 235 172 136 29 107
Kentucky -------------------------------- 278 228 185 57 128
Louisiana -------------------------------- 213 204 184 125 59
Maine ------------------------------------ 105 87 68 12 56
Maryland -------------------------------- 205 145 ill 10 101
Massachusetts ---------------------------- 520 450 358 81 277
Michigan --------------------------------- 617 504 394 63 331
Minnesota -------------------------------- 348 259 206 48 158
Mississippi ------------------------------- 175 166 145 81 64
Missourl -------------------------------- 472 393 324 118 206
Montana --------------------------------- 65 49 39 7 32
Nebraska --------------------------------- 155 114 89 15 74
Nevada ---------------------------------- 17 12 10 3 7
New Htampshire -------------------------- 68 52 40 5 35
New Jersey ------------------------------- 522 416 317 19 289

See footnotes at end of table.



52 SOCIAL SECURITY AMENDMENTS OF 1960

TABLE 1.-Population aged 65 and over: Estimated total and number eligible and
participating under mndlare program for the aged, as of Jan. 1, 1960-Con.

[In thousands]

Under medicare program

Total aged Participants
State 65 and

over I
Eligible 2 Now

Total receiving Others 4
ol-age

assistance'

New Mexico ----------------------------- 48 35 29 11 18
New York -------------------------------- 1,585 1,227 941 84 857
North Carolina --------------------------- 292 234 188 49 139
North )akota ----------------------------- 50 42 33 7 26
Ohio ------------------------------------ 860 671 525 89 436
Oklahoma -------------------------------- 232 201 173 91 82
Oregon ----------------------------------- 185 145 113 17 96
Pennsylvania ----------------------------- 1,082 829 634 50 584
Rhode Island ------------------------------ 88 73 57 7 50
South Carolina --------------------------- 150 115 95 33 62
South Dakota ----------------------------- 70 52 41 9 32
Tennessee -------------------------------- 285 223 181 56 125
Texas ------------------------------------ 680 565 479 223 256
Utah ------------------------------------- 57 45 36 8 28
Vermont --------------------------------- 44 34 27 6 21
Virginia -------------------------------- 267 187 144 15 129
Washington ------------------------------ 267 225 181 50 131
West Virginia ----------------------------- 172 135 106 20 86
Wisconsin -------------------------------- 398 311 242 36 206
Wyoming -------------------------------- 27 18 14 3 11
Puerto Rico ------------------------------ 125 95 81 40 41
Virgin Islands ----------------------------- 2 1 1 1 (5)

The State distribution of the aged pop'ulationasof Jan. 1,1969, wasestimated by the Division of Program
Research, based on Census Bureau estimates of the distribution by State on July 1, 1958, adjusted by the
differential changes In the Census Bureau estimates of the aged population between July 1, 1957, and Jfly 1,
1958. (Census Bureau reports, series P-25, Nos. 194 and 214).

2 It is assumed that the 12.5 million aged estimated to be eligible would be distributed by State in the same
manner as the undlplicated number receiving OASI or old-age-assistance In mid-1959.

3 For December 1959.
It Is assumed that 75 percent of the non-old-age-assistance eligibles will participate.

& Less than 500.

TABLE 2.Medicare program: Total estimated annual expenditures' by State,
if all States participate, as of Jan.. 1, 1960

[In millions]

Governmental expenditures

Enroll-
Total amounts for- Source of funds ment fees

State I paid by
Total partlel-

Present State- pants
OAA Others Federal 2 local'

recipients

U .S. total ---------- _ --------------

A labam a ----------------------------------
A laska ....................................
A rizona ----------------------------------
A rkansas ---------------------------------
C alifornia ---------------------------------
C olorado ---------------------------------
C onnecticut ------------------------------
D elaw are ---------------------------------
District of Columbia .....................
Florida ..................................
G eorgia -----------------------------------
H aw aii -----------------------------------
Idaho -.................. .................
Illinois ...................................
Indiana ..................................

See footnotes at end of table.

$1,229.7

23.5
.5

5.8
14.4

125. 2
13.5
21.6

2.4
3.7

35.8
24.5
1.7
4.3

65.0
28.4

$436.5

14.9
.2

2.3
7.9
53.9
7.7
4.4
.2
.6

11.7
15.0

.2
1.2

12.6
4.8

$793. 2

8.6
.3

3.5
6.5

71.3
5.8

17.2
2.2
3.1

24.1
9.5
1.5
3.1

52. 4
23.6

$602.5

15.6
.3

3.3
9..6

46.9
7.0
7.2

.8
1.4

19.7
15.7

.9
2.5

25.7
14. 1

$627.2

7.9
.2

2.5
4.8

78.3
6.5

14.4
1.6
2.3

16.1
8.8

.8
1.8

39.3
14.3

$181.7

2.2
(5)

.8
1.8

13.41.4
3.1
.5
.6

5.7
2.4
.4
.7

11.3
5.6
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TABLE 2.-fMedivare program: Total estimated annual expenditures I by State,
if all States participate, as of Jam 1, 1960-Continued

[In millions]

Governmental expenditures

Enroll-
Total amounts for- Source of funds meant fees

State paid by
Total particl-

Present State- pants
OAA Others Federal2 local'

recipients

Iowa ....------------------------------ 17.9 4.9 13.0 10.2 7.7 3.8
Kansas ---------------------------------- 13.1 4.0 9.1 7.3 5.8 2.6
Kentucky ------------------------------- 21.9 9.2 12.7 14.5 7.4 3.1
Louisiana -------------------------------- 23.0 17.9 5.1 14.4 8.6 1.4
Maine ----------------------------------- 7.3 1.9 5.4 4.2 3.1 1.3
Maryland ------------------------------- 12.2 1.7 10.5 5.7 6.5 2.4
Massachusetts --------------------------- 62.7 27.5 35.2 27.1 35.6 6.6
Michigan -------------------------------- 52.9 12.5 40.4 23.8 29.1 7.9
Minnesota .----------------------------- 31.8 15.2 16.6 17.3 14.5 3.8
Mississippi ------------------------------- 16.1 10.9 5.2 10.8 5.3 1.5
Missouri -------------------------------- 36.7 17.7 19.0 19.0 17.7 4.9
Montana -------------------------------- 4.2 1.1 3.1 2.2 2.0 .8
Nebraska -------------------------------- 8.5 2.1 6.4 4.9 3.6 1.8
Nevada ---------------------------------- 1.3 .5 .8 .5 .8 .2
New 'Hampshire ------------------------ 5.2 1.6 3.6 2.8 2.4 .8
New Jersey ...----------------------------- 35.2 4.2 31.0 13.5 21.7 7.2
New Mexico ----------------------------- 3.6 1.8 1.8 2.2 1.4 .4
New York ---------------------- --------- . 125.3 30.2 95.1 46.8 78.5 20.6
North Carolina -------------------------- 18.0 6.6 11.4 12.0 6.0 3.3
North Dakota --------------------------- 3.7 1.6 2.1 2.3 1.4 .6
Ohio ------------------------------------- 63.3 15.8 47.5 28.1 35.2 10.5
Oklahoma ------------------------------- 20.1 13.0 7.1 12.0 8.1 2.0
Oregon--- -------------------------- 14.6 3.3 11.3 7.5 7.1 2.3
Pennsylvania ---------------------- - 60.0 7.4 52.6 29.1 30.9 14.0
Rhode Island ---------------------------- 7.9 1.5 6.4 3.8 4.1 1.2
South Carolina -------------------------- 8.4 3.9 4.5 5.6 2.8 1.5
South Dakota --------------------------- 3.8 1.2 2.6 2.5 1.3 .8
Tennessee ------------------------------- 19.5 8.3 11.2 12.9 6.6 3.0
Texas ------------------------------------ 64.5 37.9 26.6 36.2 28.3, 6.1
Utah ------------------------------------ 4.1 1.3 2.8 2.4 1.7 .7
Vermont --------------------------------- 3.2 1.0 2.2 1.9 1.3 .5
Virginia --------------------------------- 13.1 2.1 11.0 7.6 5.5 3.1
Washington ------------------------------ 27.2 10.4 16.8 12.8 14.4 3.1
West Virginia --------------------------- 10.2 2.8 7.4 6.5 3.7 2.1
Wisconsin ------------------------------- 31.2 11.6 19.6 16.4 14.8 4.9
Wyoming -------------------------------- 1.6 .5 1.1 .9 .7 .3
Puerto Rico ----------------------------- 6.0 3.7 2.3 4.0 2.0 1.0
Virgin Islands --------------------------- . 1 .1 (') .1 (3) ()

I Cost of benefits-8I Percent of costs of specified services (100 percent for OAA recipients) above $250 a
ear--and cost of administration. State per capita costs varied from national average on basis of variations

in average State per diem costs of care in non-Federal general and special hospitals, 1959.
2 Federal share varies among States from 33,§ percent to 6635 percent on the basis of variations In State

per capita income.
3 Less than $50,000.
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TABLE 3.-Awnual medical care eopenditurew for OAA reoipient8 under medicare
proposal, if all States participate, and present annual expenditures under OAA
program, as of January 1, 1960

[In millions)

Total expenditures under medicare Present OAA
proposal expendi-

tures-vendor
state and money

Combined payments for
total-Medi- Medicare OAA medical
care program program program services
and OAA I

U.S. total ------------------------------- $856.0 $436.5 $419.5 $364.5

Alabama -------------------------------------- 30.8 14.9 15.9 5.6
Alaska ----------------------------------------- .5 .2 .3
Arizona --------------------------------------- 4.8 2.3 2.5 --------------
Arkansas -------------------------------------- 16.2 7.9 8.3 3.7
California ------------------------------------- 111.0 53.9 57.1 28.9
Colorado -------------------------------------- 15.9 7.7 8.2 8.6
Connecticut ----------------------------------- 7.8 4.4 3.4 7.8
Delaware -------------------------------------- .5 .2 .3 (2)
District of Columbia --------------------------- 1.3 .6 .7 .3
Florida ---------------------------------------- 24.1 11.7 12.4 3.4
Georgia --------------------------------------- 30.8 15.0 15.8 1.2
Ilawaii ---------------------------------------- .5 .2 .3 .1
Idaho ----------------------------------------- 2.6 1.2 1.4 .5
Illinois ---------------------------------------- 27.2 12.6 14.6 27.2
Indiana --------------------------------------- 9.8 4.8 5.0 7.9
Iowa ------------------------------------------ 10.1 4.9 5.2 2.7
Kansas ---------------------------------------- 8.3 4.0 4.3 6.4
Kentucky ------------------------------------- 18.9 9.2 9.7 .7
Louisiana ------------------------------------- 36.8 17.9 18.9 8.6
Maine ---------------------------------------- 3.9 1.9 2.0 2.0
Maryland ------------------------------------- 3.4 1.7 1.7 1.4
Massachusetts -------------------------------- 45.3 27. 5 17.8 45.2
Michigan ------------------------------------- 25.8 12.5 13.3 9.5
Minnesota ------------------------------------ 23.9 15.2 8.7 23.8
Mississippi ------------------------------------ 22.3 10.9 11.4 .............
Missouri -------------------------------------- 36.4 17.7 18.7 9.1
Montana -------------------------------------- 2.3 1.1 1.2 .1
Nebraska ------------------------------------- 4.4 2.1 2.3 4.3
Nevada --------------------------------------- 1.0 .5 .5 .3
Now Hampshire ------------------------------- 2.5 1.6 .9 2.5
New Jersey ----------------------------------- 7.6 4.2 3.4 7.6
Now Mexico ---------------------------------- 3.7 1.8 1.9 1.4
New York ------------------------------------ 46.4 30.2 16.2 46.5
North Carolina -------------------------------- 1&6 6.6 7.0 3.0
North Dakota --------------------------------- 2:6 1.6 1.0 2.7
Ohio ------------------------------------------ 32.7 15.8 16.9 15.3
Oklahoma ------------------------------------- 26.7 13.0 13.7 11.9
Oregon ---------------------------------------- 6.8 3.3 3.5 5.6
Pennsylvania --------------------------------- 15.3 7.4 7.9 6.6
Rhode Island ---------------------------------- 3.0 1.5 1.5 1.9
South Carolina --------------------------------- 8.1 3.9 4.2 .8
South Dakota --------------------------------- 2.5 1.2 1.3 (2)
Tennessee ------------------------------------- 17.1 8.3 8.8 1.4
Texas ----------------------------------------- 78.0 37.9 40.1 8.7
Utah ------------------------------------------ 2.7 1.3 1.4 .6
Vermont -------------------------------------- 2.0 1.0 1.0 .5
Virginia --------------------------------------- 4.3 2.1 2.2 1.7
Washington ----------------------------------- 21.5 10.4 11.1 16.8
West Virginia ---------------------------------- 5.8 2.8' 3.0 1.7
Wisconsin ------------------------------------- 17.5 11.6 5.9 17.5
Wyoming ------------------------------------- 1.1 .5 .6 .5
Puerto Rico ----------------------------------- 7.6 3.7 3.9 --------------
Virgin Islands ----------------------------------. 2 .1 .1 (2)

I Includes medicare program expenditures for costs above $250 and public assistance program expenditures
for costs up to $250 for an Individual In a year.

2 Less than $50,000.
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TABLE 4.-Change in annual eopenditures for medical care for OAA reefpients
as a result of medicare proposal compared with present total assistance ex-
penditures under OAA program, if all States participate in medicare, as of
Jan. 1, 1960

[In millions]

Total combined change re- Change in OAA expenditures
suiting from medicare pro- resulting from medicare pro.
posal (medicare and OAA posal
program)State _____-____- ________ ____-____

Total Federal State- Total Federal State.
local local

U.S. total -------------------------- $491.5 $20.4 $201.1 $55.0 $65.5 -$10.5

Alabama --------------------------------- 25.2 16.6 8.6 10.3 6.7 3.8
Alaska ----------------------------------- .5 .1 .4 .3 (1) .3
Arizona ---------------------------------- 4.8 1.6 3.1 2.5 .3 2.1
Arkansas -------------------------------- 12.5 8.3 4.2 4.6 3.0 1.8
California -------------------------------- 82.2 20.2 62.0 28.3 --------- -28.3
Colorado --------------------------------- 7.4 4.O 3.4 -. 3 ---------- --. 3
Connecticut --------------------------------------- 1.5 -1.4 -4.3 ---------- -4.3
Delaware -------------------------------- .4 .2 .2 .2 .1 . I
District of Columbia --------------------- 1.0 .2 .8 .4 () .4
Florida ---------------------------------- 20.6 11.7 8.9 8.9 5.3 3.8
Georgia ---------------------------------- 29.7 19.1 10.5 14.7 9.5 5.1
Ilawail ---------------------------------- .3 .1 .2 .1 (') .1
Idaho ------------------------------------ 2.1 .7 1.4 .9 .9
Illinois ----------------------------------- ---------- 2.6 -2.8 -12.6 -2.4 -10.2
Indiana ---------------------------------- 1.9 .9 .9 -2.9 -1.5 -1.5
Iowa ------------------------------ 7.4 2.8 4.6 2.5 ---------- 2.5
Kansas ---------------------- . ..... 1.9 2.2 -. 3 -2.1 ---------- -2.1
Kentucky -------------------------------- 18.3 12.0 6.3 9.1 5.9 3.2
Louisiana -------------------------------- 28.2 11.2 17.0 10.3 .......... 10.3
Maine ----------------------------------- 1.9 1.1 .8 (I) (1) (1)
Maryland ----------------------------- 2.0 1.0 1.1 .3 .2 .2
lassachusetts ------------------------------------ 11.9 -11.9 -27.5 ---------- -- 27.5

Micidgan -------------------------------- 18.2 5.8 10.6 3.7 ---------- 3.7
Minnesota ------------------------------ . 1 6.9 -. 8 -15.1 -1.4 -13.7
Mississippi ------------------------------ 22.3 14.8 7.0 11.4 7.5 4.0
Missouri --------------------------------- 27.3 14.3 13.0 9.6 5.1 4.5
Montana -------------------------------- 2.2 .7 1.5 1.1 .1 1.0
Nebraska -----------------------------------------. 5 -. 4 -2.1 -. 7 -1.3
Ne.ada ---------------------------------- .7 .2 .5 .2 ---------- .2
New 11ampshire ------------------------- ---------- .6 -. 6 -1.0 -. 3 -1.3
New Jersey ......---------------------- ---------- 1.6 -1.6 -4.2 ---------- -4.2
New Mexico ---------- L ------------------ 2.3 1.1 1.2 .5 ---------- .5
New York ----------------------------------------- 11.3 -11.4 -30.3 ---------- -30.3
North Carolina ------------------------- 10.6 7.0 3.6 4.0 2.6 1.4
North Dakota ------------------------------------- 1.0 -1.1 -1.7 ---------- -- 1.7
Ohio ------------------------------------- 17.4 7.0 10.4 1.6 .......... 1.6
Oklahoma ------------------------------- 14.9 7.8 7.1 1.9 ---------- 1.9
Oregon ------------------------------ 1.2 1.7 -. 5 -2.1 ---------- -2.1
Pennsylvania ---------------------------- 8.7 3.6 5.1 1.3 ---------- 1.3
Rhode Island .--------------------------- 1.1 .7 .4 -. 4 ---------- --. 4
South Carolina -------------------------- 7.2 4.8 2.5 3.3 2.2 1.2
South Dakota ------------------------- 2.4 1.1 1.3 1.2 .3 .9
Tennessee ----------------------------- 15.7 10.3 5.4 7.4 4.8 2.6
Texas ------------------------------------ 69.3 40.6 28.7 31.4 19.3 12.1
Utah ---------------------------------- 2.1 .8 1.3 .8 .......... .8
Vermont --------------------------------- 1.6 .9 .6 .6 .3 .2
Virginia ------------------------------- 2.7 1.6 1.1 .6 .4 .2
Washington --------------------------- 4.8 4.9 -. 1 -5. 6---------- -- 5.6
West Virginia ---------------------------- 4.1 2.6 1.4 1.3 .8 .4
Wisconsin ---------------------------------------- 3.4 -3.4 -11.6 -2.7 -8.9
Wyoming -------------------------------- .6 .3 .3 .1 .......... . 1
Puerto Rico --------------------------- 7.6 2.5 5.1 3.9 ---------- 3.9
Virgin Islands --------------------------- .2 .1 (1) )1 () (I)

I Less than $30,0).

5S387-60-5
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TABLE 5.-Total combined annual governmental expenditures under medicare and
OAA programs for all participants aged 65 and over and resulting increase, by
source of funds, over present total assistance expenditures for OAA relipfents,
if all States participate in Medicare, as of Jan. 1, 1960

(Amounts In millions

State

Combined
expend-
tures for
persons

and OAA
programs

United States ----------------- J--. $1, 649.2

Alabama ---------------------------------
Alaska .---------------------------------
Arizona ----------------------------------
Arkansas .................................
C aliforn ia --------------------------------
Colorado .................................
C onnecticut -----------_------------------
Delaware ---------------------------------
District of Colum bia ----------------------
Florida ...................................
Georgia... ...............................
H aw aii ------------------------------------
Id a h o .....................................
Illinois -----------------------------------
In d ian a -----------------------------------
Io w a --------------------------------------
K an sas ----------------------------------
K entucky ---------------------------------
Louisiana ................................
M a in e -------------------------------------

laryland ---------------------------------
M assachusetts -----------------------------
Michigan .................................
Minnesota ................................
Mississi ..)..).........................
Missouri ...............................
Montana .................................
Nebraska .................................
Nevada ................................
New Hampshire ..........................
New Jersey ...............................
New Mexio ---- ------......................
New York ................................
North Carolina ...........................
North Dakota ...........................
Ohio ....................................
Oklahoma ................................
Oregon ...................................
Pennsylvania ............................
Rhode Island .............................
South Carolina ...........................
South D akota -----------------------------
T ennessee ---------------------------------
Texas -------------------------------------
Utah .....................................
Vermont .................................
V irgin ia -----------------------------------
Washington ..............................
West Virginia ............................
Wisconsin ................................
W yom ing ---------------------------------
P uerto R ico -------------------------------
Virgin Islands ............................

39.4
.8

8.3
22.7

182.3
21.7
25.0

2.7
4.4

48.2
40.3
2.0
5.7

79.6
33.4
23.1
17.4
31.6
41.9

9.3
13.9
80.5
6.2
40.5
27.5
55.4
5.4

10.8
1.8
6.1

38.6
5.5

141.5
25.0
4.7

80.2
33.8
1& 1
67.9
9.4

12.6
5.1

28.3
104.6
5.5
4.2
15.3
38.2
13.2
37.1
2.2
9.9
.2

Resulting increase over present total assistance
expenditures for OAA recipients

Total

$1,284.7

33.8
.8

8.3
19.0

153.4
13.1
17.2
2.7
4.1

44.8
39. 1
1.9
5.2

52.4
25. 5
20.4
11.0
30.9
33.3

7.3
12.5
35.3
56.7
16.7
27.5
46.3
5.3
6.5
1.5
3.6

31.0
4.1

95.0
22.0
2.0

64.9
21.9
12.5
61.3
7.5

11.8
5.1

26.9
95.9

4.9
3.7

13.6
21.4
11.5
19.6
1.7
9.9
.2

Federal

$668.0

22.3
.3

3.6
12.6
46.9

7.0
7.2
.9
1.5

25.0
25.2

.9
2.5

23.3
12.7
10.2

7.3
20.4
14.4
4.2
6.9

27. 1
23.8
15.9
18.3
24.1
2.2
4.2
.5
2.5

13.6
2.2

40.8
14.6
2.3

28.1
12.0
7.6

29.1
3.8
7.8
2.8

17.7
66.6
2.4
2.2
7.9

12.8
7.3

13.7
.9

4.0
.1

State-local

Percent of
1958 ex-

Amount penditures
from State-
local funds '

$616.7 1.5

1.5 2.5
.5 ()

4.6 1.6
6.4 2.7

106.6 2.4
6.2 1.4

10.1 1.3
1.7 1.3
2.7 1.4

19.7 1.9
13.9 2.1

.9 (2)
2.7 2.0

29.1 1.2
12.8 1.4
10.2 1.7
3.7 .7

10.6 2.5
18.9 2.3
3.1 1.7
6.7 1.0
8.1 .6

32.8 1.6
.8 .1

9.3 3.3
22.2 3.1
3.0 1.8
2.3 .8
1.0 1.2
1.1 .9

17.5 1.3
1.9 1.1

48.2 .9
7.4 1.1

-. 3 -. 2
36.8 1.8
10.0 2.1
5.0 1.1

32.2 1.5
3.7 2.1
4.0 1.2
2.2 1.5
9.2 1.7

40.4 2.2
2.5 1.3
1.5 1.5
5.7 .8
8.8 1.1
4.1 1.4
5.9 .6

.8 .9
5.9 ('

(3) (2)

I Total expenditures from own funds, exclusive of revenues from the Federal Government, Insurance
trust expenditures and business enterprise expenditures. Percent for United States calculated exclusive
of Alaska, hlawall, Puerto Rico, and the Virgin Islands.

Data on 1958 expenditures from State-local funds not available.
S Less than $60,000.
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TABLE 6.-Estintated tamable earnitngs of teorkers covered under the old-age,

survivors and disability insurance program in 1960, and amounts obtained by
applying specified percentages to these earnings, by State 1

[In millions]

Taxable earnings I percent percent
of taxable of taxable
wages plus wages plus

State %percent I percent
Total W ,nd self-em of self-em- ot self-em-

salies ployment ployment ployment
inoome income

Total I ----------------------------- $210,000 $188,000 $22,000 $2,045.0 $1,022.5
Alabama --------------------------------- 2,389 2,133 256 23.2 11.6
Alaska ----------------------------------- 202 187 15 2.0 1.0
Arizona ---------------------------- ----- 1,094 984 110 10.6 5.2
Arkansas -------------------------------- 1,003 794 209 9.5 4.8
California -------------------------------- 18,826 16,921 1,905 183.5 91.8
Colorado --------------------------------- 1,616 1,361 255 15.5 7.8
Connecticut ------------------------------ 3,677 3,393 284 36.0 18.0
Delaware ----------------------------..... 614 572 42 6.0 3.0
District of Columbia ---------------------- 967 912 55 9.5 4.8
Florida ----------------------------------- 3,855 3,363 492 37.3 18.6
Georgia ----------------------------------- 3,135 2,810 325 30.5 15.2
lawail ----------------------------------- 521 470 51 5.1 2.6

Idaho ------------------------------------ 633 490 143 6.0 3.0
Illinois ----------------------------------- 12,393 10,972 1,421 120.4 60.2
Indiana na-------------------------------- 8,548 7,923 625 83.9 42.0
Iowa ------------------------------------- 2,901 2,028 873 26.8 13.4
Kansas ----------------------------------- 2,154 1,722 432 20.4 10.2
Kentucky -------------------------------- 2,179 1,821 358 20.9 10.4
Louisiana ------------------------------ 2,170 1,918 252 21.1 10.6
Maine --------------------------------- 920 815 105 9.0 4.5
Maryland -------------------------------- 3,111 2,830 281 30.4 16.2
Massachusetts ---------------------------- 6,448 5,975 473 63.3 31.6
Michigan --------------------------------- 10,294 9,535 759 101.1 560.6
Minnesota -------------------------------- 3,499 2,8&5 544 33.4 16.7
Mississippi ----------.-------------------- 1,164 997 157 11.3 5.6
Missouri ------------------------------- 4,954 4, 84 660 48.0 24.0
Montana -------------------------------- 684 527 157 6.5 3.2
Nebraska --------------------------------- 1,483 1,051 432 13.7 6.8
Nevada ---------------------------------- 354 318 36 3.5 1.8
New Hampshire --------------------------- 675 608 67 6.6 3.3
New Jersey ------------------------------- 7,765 7.078 687 76.0 38.0
New Mexico ------------------------------ 670 575 95 6.5 3.2
New York -------------------------------- 27,137 25,108 2,029 266.3 133.2
North Carolina --------------------------- 3,525 3,064 461 34.1 17.0
North Dakota --------------------------- 556 323 233 4.9 2.4
Ohio io ---------------------------------- 12,736 11,752 984 124.9 62.4
Oklahoma -------------------------------- 2,091 1.738 353 20.0 10.0
Oregon ----------------------------------- 2,025 1,763 262 19.6 9.8
Pennsylvania ----------------------------- 14,939 13,704 1,235 146.3 73.2
Rhode Island ----------------------------- 1,092 1,010 82 10.7 5.4
South Carolina --------------------------- 1,726 1,552 174 16.8 8.4
South Dakota ----------------------------- 580 336 244 5.2 2.6
Tennessee -------------------------------- 2,847 2,502 345 27.6 1&8
Texas ------------------------------------ 8,771 7,614 1,157 84.8 42.4
Utah ----------------------------------- 848 749 99 8.2 4.1
Vermont --------------------------------- 411 358 53 4.0 2.0
Virginia ---------------------------------- 3.104 2,786 318 30.3 15.1
Washington ------------------------------ 3,418 3,033 385 33.2 16.6
West Virginia ---------------------------- 1,544 1,415 129 15.2 7.6
Wisconsin -------------------------------- 4,85 4,148 657 46.4 23.2
Wyoming ---- _-------------------------- 319 255 64 3.1 1.6
Puerto Rico ----------------------------- 560 503 57 5.4 2.7
Virgin Islands ----------------------------- 19 18 1 .2 .1
Armed Forces ---------------------------- 6.000 6.000 ------------ 60.0 30.0
Instrumentalities 3 ------------------------- 26 26 ------------ .3 .1

I Preliminary; State represents place where workers are employed (with the exception of Armed Forces
and instrumentalities shown separately).

Includes earnings of employees in the Canal Zone and outside the United States, not shown separately.
3 Represents Instrumentalities operated by 2 or more States, such as bridges, waterways, tunnels, oil

conservation operations, etc.
Source: U.S. Department of Ilealth, Education, and Welfare, Social Security Administration, Bureaucf

Old-Age and Survivors Insurance, Division of Program Analysis, May 9, 1960.
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The CtAIRMAN. Mr. Flemming, as I understand your statement,
your plan is not a substitute for the House bill but is to supplement the
House bill.

Secretary FLEMMINo. That is correct, Mr. Chairman. As I indi-
cated in my opening statement, the first part of my opening state-
ment, we favor the title VI of the House bill.

The CITAIRMAN. You say it is desirable and, while there is some
question whether the provisions in the bill would produce the intended
results, it is probably worth trying. That is a kind of left-handed
endorsement, is it not?

Secretary FLEmMING. Mr. Chairman, that does not refer to title VI.
That part of my statement refers to a proposal that was entered in
the present title II dealing with old age assistance, which is designed
to provide an incentive to the States to step up their medical care
program for those who are covered by old age assistance.

What follows, you will notice right after that, I talk about title VI,
which is the provision in the House bill which establishes a new
Federal-State grant-in-aid program.

I say:
In view of the fact that this title would put States that take advantage of

it in a better position to deal with illnesses incurred by low income aged per-
sons, we favor its inclusion in the bill.

In other words, that is a flat statement of approval.
The CHAIRMAN. Does the administration favor the House bill in

toto ?
Secretary FLEiMMING. Yes, Mr. Chairman.
The CHAIRMAN. Do you disagree with any part of the House bill?
Secretary FLEXMING. No, Mr. Chairman; there is none.
The CHAIRMAN. Your purpose then is to supplement the House

bill-if the figures I have are correct, the House bill would cost the
Federal Government $175 million a year, and will cost the States
$164: million a year, aggregating $339 million. Your supplement,
supplemental legislation, will cost $700 million to the Federal Gov-
ernment, and $675 million to the States, making a total cost of
$1,700 million. Are those figures correct?

Secretary FL i~M1rNfG. Mr. Chairman, those figures are substantially
correct. I should qualify them in this way: If the proposal that we
have made should be put into effect, there would be some overlapping
between that and title VI, and that would have the effect of reducing
your overall total by some really unknown amount. I couldn't esti-
mate just what the overlapping would be. I don't think we have
made any estimate along that line but there would be some reduction.

The CHAIRMAN. The figures I have read are your own figures taken
from your own statement.

Secretary FLEMMING. That is right. As I say, they were figures
presented first for the program that I just outlined to you.

The CHAIRMAN. What you propose todo is to add to the total cost,
Federal and State $1,400 million, to the $339 million as proposed in
the House bill is that correct?

Secretary I LEMMING. Just one moment. We propose to add to the
$339 million-
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The CHAIRMAN. Your proposal will cost the Federal Government
and the States $1,400 million in addition to the House bill, which
costs around $300 million. That makes a total cost of $1,700 million.

Secretary FLEMMINo. Mr. Chairman, we estimated that the cost
of our proposal would be $1.2 billion, and then added to that $100
million because of a stepup inpublic assistance payments making a
total of a billion three hundred million. That was our estimate of
the total cost of our program.

The CHAIRMAN. Take a billion three.
Secretary FLEMMING. That is right.
The CHAIRMAN. And add to it $339 million as proposed under the

House bill.
Secretary FLEMMING. That's right; that would give you a billion

six hundred and thirty-nine. And as I indicate there would probably
be some overlapping there so that we could, I think, round that figure
out at a billion six.

The CHAIRMAN. Does the administration favor an increase to the
extent of one billion three above the House bill, does the Budget
Director favor it?

Secretary FLEMMING. Mr. Chairman, as I know you appreciate, the
billion three represents the total Federal-State costs.

The CHAIMIAN. I understand that but in order to pay-wait 1
minute.

Secretary FLEMMING. Yes.
The CHAIRMAN. In order to avail themselves, the States in order

to avail themselves, they will have to increase their taxes.
Secretary FLEMMING. That is correct.
The CHAIRMAN. $800-some-million; that is correct, is it not?
Secretary FLEMMING. A approximately, that is right.
The CHAIRMAN. Then the Federal Government must get $800 mil-

lion from some source.
Secretary FLEMMING. That is correct.
The CHAIRMAN. That must come from current tax revenue or from

borrowing. There is this talk about a 1961 surplus which, in my
judgment, has no basis in fact. This money has got to be either bor-
rowed funds or current tax revenue. Does the administration, or the
Budget Director, approve this proposal?

Secretary FLEMMING. The plan which I have just outlined to you
is the plan that I outlined to the House Ways and Means Committee
with the complete support of the administration.

The CHAIRMAN. Did the Budget Director approve it ?
Secretary FLEMMING. Well,-he testified to that effect before the

House Ways and Means Committee.
The CHAIRMAN. Did he affirmatively approve it or not?
Secretary FLEMMING. Well, of course, he can be the best witness

on that. All I know is that when I presented it to the Ways and Means
Committee I had the complete support of the administration in pre-
senting it.

The CHAIRMAN. Does that include the Budget Director?
Secretary FLEMMING. The Budget Director is a part of the admin-

istration, Mr. Chairman.
The CHAIRMAN. Has he affirmatively approved it?
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Secretary FLEMMING. Mr. Chairman, he testified before the Ways
and Means Committee and I don't want to interpret his testimony. It
is available and should be read.

The CHAnIMAi. But you said it has the complete approval of all
the administration, beginning with the President and running down;
is that correct?

Secretary FLEMMING. Mr. Chairman, when I talk about the ap-
proval of the administration, of course, I would not come up and
present a program of that kind without the approval of the President
of the United States, and he is the 'only person who can set adminis-
tration policy. No one else can set it.

The CHAIRMAN. Has the Budget Director affirmatively approved
it? [Laughter.] That is a fair question.

Secretary FLEMMINO. I can only testify-
The CHAIRMAN. The Budget Director represents the administration

in matters of expenditures does he not?
Secretary FLEMiNO. The President represents the administration,

and the President-
The CHAIRMAN. Do you want us to call the President down here be-

fore the committee?
Secretary FLE3MING. Well, Mr. Chairman, I would not have pre-

sented the program to the House Ways and Means Committee without
the approval of the President of the United States.

The CHAIRMAN. I have asked you a simple question-
Secretary FLEMMINO. That is the administration.
The CHAIRMAN. I have asked you a simple question: Does the

Budget Director affirmatively approve this increase in expenditures?
secretary FLMmiNO. I cannot testify for the Budget Director, Mr.

Chairman, and I don't think it is fair to ask me to do it.
The CHAIRMAN. He has testified at different times and you have

talked to him, have you not?
Secretary FLEMMING. I don't think it is fair for me to interpret the

views of the Budget Director. He testified before the Ways and Means
Committee. I was not there. I have not read it but I am sure the
Ways and Means Committee will make it available to this com-
mittee.

The CHArRMAN. Have you ever discussed it with the Budget Di-
rector?

Secretary FLEMmiNG. There were a lot of discussions on this.
The CHAIRMAN. Did he approve it?
Secretary FLEMMING. I am not in a position to speak for him.
The CHAMAN. Why is there any secrecy about what the Budget

Director says?
Secretary FLE mING. I am not in a position to speak for the

Budget Director. I can only speak for myself and for the position of
the administration.

The CHAIRMAN. Do you have a list showing the burden that is going
to fall upon the States under your proposal?

Secretary FLEmmINO. Pardon me?
The CHAIMAN. Do you have a list showing what each State will

have to raise in the form of taxes to meet the provisions of your
proposal?
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Secretary FLEUMING. Just one moment. I have a table here which
I think covers the point which you have in mind.

The CHAIRMAN. I want to say you are the first witness we have
had before this committee who has not been willing to say "Yes" or
"No" on how the Budget Director stands. We shall be forced to call
the Budget Director and get that information direct from him.
. Secretary FLMMING. Well, Mr. Chairman, I certainly don't want
to be in a position of not cooperating with you on a matter of
type.
The CHAIM AN. Mr. Flemming, the Budget Director has stated.

his position one way or the other in all these conferences, has he not I
Secretary FLEMmING. He participated in it but I don't think it is

fair for me to present to a committee of Congress the views expressed
by my colleagues on matters that were under discussion in the execu-
tive branch after the President has made a decision. As you know,
if I had certain views on a matter, and the President made a decision,
which was not in complete conformity with my views, I would be up
here defending not my views but the views of the President of the
United States. He is the only elective officer in the executive branch.

The CHAIRMAN. Is there any secret about how the Budget Director
stands? You have talked to him about it; he has been in all these
conferences. Is he for it or against it?

Secretary FLEmMING. Mr. Chairman, he has testified in favor of the
administration proposal before the Ways and Means Committee, ac-
cording to my understanding. I was not there-

The CHAIRMAN. He testified affirmatively ?
Secretary FLEMMING. That is my understanding. I was not there

but-
The CHAIRMAN. Why didn'tyou say so in the first instance?
Secretary FLEMAING. Well, Idid say it in the first instance, but I

wasn't there. Mr. Chairman, I don't want to be in a position of saying
that the-

The CHAIr AN. In other words you are not at liberty to state any-
thing that occurred in conferences between you and the Budget Di-
rector; is that correct?

Secretary FLEmmiN O. After the President has made a decision.
The CHAMMAN. Well, you are aware of the fact that practically

every bill that is submitted by congressional committees to the dif.
ferent departments of Government comes back with a statement as
to whether the Budget Director approves it. You know that, don't
you?

Secretary FLEMMING. But lie speaks in behalf of the President, and
what he sends up here is in behalf of the President, and there are
some matters that axe so important that the policy decisions as to
whether or not the administration favors or is not in favor is a policy
decision that is made by the President, and in this particular
instance-

The CHAIRMAN. You think it is important that you can't give defi-
nitely the position of the Budget Director as to the money involved?

Secretary FLEmmING. As to what?
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The CHAIRMAN. As to the amount of money involved. Do you
think that should not be disclosed here because it is so important?

Secretary FLEMMINo. No.
The CIIARMAAN. How is it important?
Secretary FLEMMING. Mr. Chairman, all I am saying-
The CHAIRMAN. Let's leave that, I see you don't intend to answer.
Secretary FLEMINao. All I am saying is that I think the views of

the Budget Director-he obviously is the best witness about that.
The CiiAIRMAN. We'll have the Budget Director, so you just forget

about it. We don't need to ask any more questions, I see you are not
going to answer them so we will leave it.

I want a breakdown showing how much each State has to pay.
Secretary FLENMING. Mr. Chairman, I have a table here headed

table 2, which is a total estimated annual expenditure by States.
The CHAIRMAN. Read it.
Secretary FLEMMING. If all States participate as of January 1, 1960.
The CHAIRM1AN. Would you be so kind as to read it, I would like

to hear it.
Secretary FLEimMeINe. Mr. Chairman, do you want me to take it-

you want me to take each State?
The CHAIRM1AN. I am talking about the amount of money that the

States are required to raise under the House bill, plus the amount of
money they are required to raise under your bill.

Senator GORE. Mr. Chairman, before, if I may interrupt, since the
Secretary is testifying on the administration proposal, I wonder if
we might have a copy of it, the bill?

The CHAIRMAN. I don't think it has been introduced.
Senator GoRE. I will be glad to introduce it so it will be before

the committee.
Secretary FLEMMING. Mr. Chairman, I have a copy of the bill which

I would be very glad to insert in the record at this point.
The CHAIRMAN. Without objection it will be inserted in the record.
(The draft referred to follows:)

A BILL To establish a Federal-State program under which aged individuals with low
incomes may secure comprehensive protection against major medical expenses, and for
other purposes

Be it enacted by the Senate and House of Repre8entative8 of the United State&
of America in Oongress assembled, That the Social Security Act is amended by
adding at the end thereof the following new title:

"TITLE XVI-MEDICAL BENEFITS FOR THE AGED

"APPROPRIATION

"SEc. 1601. For the purpose of assisting the States to improve the health care
of aged individuals with low incomes by enabling such individuals to secure,
at low cost, protection against major medical expenses or, in the case of recip-
ients of public assistance, to secure such protection without cost, there are
hereby authorized to be appropriated for each fiscal year such sums as the
Congress may determine. The sums made available under this section shall be
used for making payments to States which have submitted, and had approved by
the Secretary, State plans for medical benefits for the aged.
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"STATE PLANS

"SEo. 1602 (a) The Secretary shall approve a State plan for medical benefits
for the aged which-

"(1) provides for establishment or designation of a single State agency
to administer or supervise the administration of the State plan;

"(2) provides that each eligible individual (as defined in section 1605 (a))
who applies therefor (and only such an individual) shall be furnished
whichever of the following he may elect:

"(A) medical benefits, which, for purposes of this title, shall consist
of payment on behalf of an eligible individual of 80 per centum of the
cost above the deductible amount Incurred by him for the following
services (hereinafter in this title referred to as 'medical services')
rendered to him to the extent determined by the attending physician to
be medically necessary (but subject to the limitations in section 1606) :

"(i) inpatient hospital services for not to exceed 180 days In
any enrollment year;

"(ii) skilled nursing-home services;
"(ili) physicians' services;
"(iv) outpatient hospital services;
"(v) organized home health care services;
"(vi) private duty nursing services;
"(vii) physical restorative services;
"(viii) dental treatment;
"(ix) laboratory and X-ray services not in excess of $200 in any

enrollment year; and
"(x) prescribed drugs not in excess of $350 in any enrollment

year; or
"(B) insurance benefits, which, for purposes of this title, shall consist

of payment on behalf of such individual of one-half of the premiums of
a major medical expense Insurance policy for him up to a maximum
payment of $60 for any year;

"(3) provides for granting an opportunity for a fair hearing before the
State agency to any Individual whose claim for benefits under the plan has
been denied;

"(4) provides for payment by eligible individuals applying for medical
benefits under the plan of enrollment fees equal (except as provided in sec-
tion 1605(d) ) to $2 per month, payable annually or more frequently, as the
State may determine;

"(5) includes such methods of administration as are found by the Secre-
tary to be necessary for -the proper and efficient operation of the plan,
Including-

"(A) methods relating to the establishment and maintenance of per-
sonnel standards on a merit basis, except that the Secretary shall exer-
cise no authority with respect to the selection, tenure of office, or com-
pensation of any individual employed in accordance with such methods;

1"(B) methods to assure that the applications of all individuals apply-
ing for benefits under the plan will be acted upon with reasonable
promptness;

"(C) methods relating to collection of enrollment fees for medical
benefits under the plan, except that the State may not utilize the
services of any nonpublic agency or organization In the collection of
such fees, and

"(D) methods for determining-
"(I) rates of payment for institutional services, and
"(ii) schedules of fees. or rates of payment for other medical

services,
for which expenditures are made under the plan;

"(6) sets forth criteria, not inconsistent with the provisions of this title,
for approval by the State agency, for purposes of the plan, of major medical
expense insurance policies;

"(7) provides for payment for his enrollment year of the deductible
amount of any individual who is a recipient of public assistance for each
month of such year, to the extent not already Incurred and paid by him or
-on his behalf;
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"(8) provides safeguards which restrict the use or disclosure of informa-
tion concerning applicants for and recipients of benefits under the plan to
purposes directly connected with the administration of the plan;

"(9) includes (A) provisions, conforming to regulations of the Secretary,
with respect to the time within which individuals desiring benefits under
the plan may elect between medical benefits or insurance benefits for any
enrollment year and may apply for such benefits for such year and' (B) to
the extent required by regulations of the Secretary, provisions, conforming
to such regulations, with respect to the furnishing of medical benefits tinder
the plan to eligible individuals during temporary absences from the State;

"(10) provides for establishment or designation of a State authority or
authorities which shall be responsible for establishing and maintaining
standards for-

"(A) hospitals providing hospital services,
"(B) nursing homes providing skilled nursing home services, and
"(0) agencies providing organized home health care services,

for which expenditures are made under the plan; and
"(11) provides that the State agency will make such reports, in such form

and containing such information, as the Secretary may from time to time
require, and comply with such provisions as the Secretary may from time to
time find necessary to assure the correctness and verification of such reports.

"(b) In the case of any individual-who Is a recipient of public assistance for
each month of an enrollment year, the 80 per centum limitation in clause (2) of
section 1602 and the requirement of payment of enrollment fees pursuant to
clause (4) of such section shall not apply for such enrollment year. The Secre-
tary shall prescribe regulations governing the extent to which such limitation
and such requirement shall not apply, and the extent to which the deductible
amount shall be paid on behalf of any individual who is a recipient of public
assistance for only some of the months in his enrollment year.

"PAYMENTS

1"SEC. 1603. (a) From the sums appropriated therefore, each State which
has a plan approved under section 1602 shall be entitled to receive, for each
calendar quarter, beginning with the quarter commencing July 1, 1961, an
amount equal to (1) the Federal share for such State of the total amounts ex-
pended during such quarter by the State under the plan as medical, or Insurance
benefits, plus (2) one-half of the total of the sums expended during. such quarter
as found necessary by the Secretary for the proper and efficient administration
of the State plan.
i "(b) Payment of the amounts due a State under subsection (a) shall be made
In advance thereof on the basis of estimates made by the Secretary, with such
adjustments as may be necessary on account of overpayments or underpayments
during prior quarters; and such payments may be made in such installments as
the Secretary may determine. Adjustments under the preceding sentence shall
include decreases in estimates equal to the pro rata share to which the United
States -is equitably entitled, as determined by the Secretary, of the net amount
recovered by the State or any political subdivision thereof, with respect to
benefits furnished under the State plan, whether as the result of being sub-
rogated to the rights of the recipient of the benefits against another person, or
as the result of recovery by the recipient from such other person, or because such
benefits were incorrectly furnished, or for any other reason.

"(c) For purposes of subsection (a) expenditures under a State plan in any
calendar year shall be included only to the extent they exceed the amount of
the enrollment fees collected in such year under the State plan in accordance
With the provisions of section 1602(a) (4).

"OPERATION OF STATE PLANS

"SEC. 1604. If the Secretary, after reasonable notice and opportunity for
hearing to the State agency administering or supervising the administration of
any State plan which has been approved under section 1602, finds-

"(1) that the plan has been so changed that it no longer complies with
the provisions of section 1602; or

"(2) that in the administration of the plan there is a failure to comply
substantially with any such provision;

the Secretary shall notify such State agency that further payments will not be
made to the State (or, in his discretion, that payments will be limited to parts of
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the State plan not affected by such failure) until the Secretary is satisfied that
there is no longer any such noncompliance. Until he is so satisfied, no further
payments shall be made to such State (or payments shall be limited to parts of
the State plan not affected by such failure).

"ELIGIBLE INDIVIDUALS

"SEc. 1605. (a) For the purposes of this title, the term 'eligible individual'
means, with respect to any enrollment year for any individual, an Individual
who-

"(1) (A) is 65 years of age or over,
"(B) resides in the State and at the beginning of such year, and
"(C) meets, with respect to such year, the Income requirements of subsec-

tion (b) ; or
"(2) (A) resides in the State at the beginning of such year, (B) was an

eligible individual for the preceding enrollment year, and (C) paid enroll-
nient fees under the plan for the preceding enrollment year, or had a major
medical expense insurance policy and the State made payments under the
State plan toward the cost of the premiums of the policy during such year,
or was a recipient of public assistance for each month of such year.

"(b) For the purposes of this title, the income requirements of this subsec-
tion are met by any individual with respect to any enrollment year if, for his last
taxable year (for purposes of the Federal income tax) ending before the begin-
ning of such enrollment year,

(1) he did not pay any income tax, or
"(2) (A) his income did not exceed $2,500 in the case of an individual who,

at the beginning of such enrollment year, was unmarried or was not living
with his spouse, or

"(B) the combined income of such individual and his spouse did not ex-
ceed $3,800 in the case of an individual who, at the beginning of such enroll-
ment year, was married and living with his spouse.

"(c) The term 'income' as used in subsection (b) means the amount by which
the gross income (within the meaning of the Internal Revenue Code of 1954)
exceeds the deductions allowable in determining adjusted gross income under sec-
tion 62 of such Code; except that the following items shall be included (as items
of gross income) :

"(1) monthly insurance benefits under title II of this Act,
"(2) monthly benefits under the Railroad Retirement Acts of 1935 and

1937, and
"(3) veterans' pensions.

Determinations under this section shall be made (in the manner prescribed by
the Secretary by regulations) by or under the supervision of the State agency
administering or supervising the administration of the plan approved under sec-
tion 1602.

"(d) In the case of any individual who would not be an eligible individual with
respect to an enrollment year but for the provisions of subparagraph (2) of sub-
section (a), the enrollment fee for such individual for such enrollment year
shall be increased (over the $2 per month specified in sec. 1602 (a) (4)) by the
amount appearing in column II of the following table on the line on which is in-
cluded In column I A or column I B, whichever is applicable to him, the amount
by which his income for his last taxable year exceeds the Income specified for
him in subsecttilon (b) (2):

A or B II. The
If the individual was at the beginning of his It the individual was at the beginning of h is increase in

enrollment year unmarried or not living enrollment year married and living with monthly
with his spouse and his income for his last h an the eambined income of enrollment
taxable yr exceeds the amount specified of such individual and his spouse ftr his fee shall be-
for him In subsection (b) (2)(A) by- last taxable year exceeds the amount

specified for him in subsection (b)(2)(B)
by-

1. Not more than $500 -------------------- N ot more than $750 ------------------------- None
2. More than $500, but not more than $1,000. More than $750 but not more than $1,500..- $1.00
3. More than $1,000 but not more than $1,500. More than $1,50, but not more than $2,250.. 3.00
4. More than $1,500, but not more than $2,000. More tvan $2,250, but not more than $3,000.. 6.00
5. More than $2,000, but not more than $2,500. More than $3,000, but not more than 3,750.. 10.00
6. More than $2,500 ---------------------- More than $3,750 ---------------------------- 15.00
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The applicable amount in column II of the above table for any individual shall
be reduced to the extent that it, plus the enrollment fee specified in section
602(a) (4), exceeds for such State the average monthly cost of medical benefits
per individual covered under the plan, as determined by the State agency (ad-
ministering or supervising the administration of the plan approved under sec-
tion 1602) In accordance with regulations of the Secretary.

"MEDICAL SERVICES

"SEC. 1606. Subject to regulations of the Secretary-
"(a) The term 'medical services' does not include-

"(1) services for any individual who is an inmate of a public institution
(except as a patient in a medical institution) or any individual who is a
patient in an institution for tuberculosis or mental diseases; or

"(2) services for any individual who is a patient in a medical institution
as a result of a diagnosis of tuberculosis or psychosis, with respect to any
period after the individual has been a patient in such an institution, as a
result of such diagnosis, for forty-two days.

"(b) The term 'Inpatient hospital services' means the following items fur-
nished to an inpatient by a hospital:

"(1) Bed and board, at a rate not in excess of the rate for semiprivate
accommodations) ;

"(2) Physicians' services, nursing services, and interns' services; and
"(3) Laboratory and X-ray services, ambulance services, and other serv-

ices, drugs, and appliances related to his care and treatment (whether
furnished directly by the hospital or, by arrangement, through other per-
soils).

"(c) The term 'skilled nursing-home services' means the following items fur-
nished to an inpatient in a nursing home:

"(1) Skilled nursing care provided by a registered professional nurse or
a licensed practical nurse which is prescribed by, or performed under the
general direction of, a physician;

"(2) Medical care and other services related to such skilled nursing care;
and

"(3) Bed and board in connection with the furnishing of such skilled
nursing care.

"(d) The term 'physician's services' means services provided in the exercise of
his profession in any State by a physician licensed in such State; and the term
'physician' includes a physician within the meaning of section 1101(a) (7).

"(e) The term 'outpatient hospital services' means medical and surgical care
furnished by a hospital to an individual as an outpatient.

"(f) The term 'organized home health care services' means (1) visiting nurse
services and physician's services, and services related thereto, which are pre-
scribed by a physician and are provided in a home through a public or private
nonprofit agency operated in accordance with medical policies established by
one or more physicians (who are responsible for supervising the execution of
such policies) to govern such services; and (2) homemaker services of a non-
medical nature which are prescribed by a physician and are provided, through a
public or private nonprofit agency, in the home to a person who is in need of and
in receipt of other medical services.

"(g) The term 'private duty nursing services' means nursing care provided in
the home by a registered professional nurse or licensed practical nurse, under the
general direction of a physician, to a patient requiring nursing care on a full-time
basis, or provided by such a nurse under such direction to a patient in a hos-
pital who requires nursing care on a full-time basis.

"(h) The term 'physical restorative services' means services prescribed by a
physician for the treatment of disease or injury by physical nonmedical means,
including retraining for the loss of speech.

"(i) The term 'dental treatment' means services provided by a dentist, in the
exercise of his profession, with respect to a condition of an individual's teeth,
oral cavity, or associated parts which has affected, or may affect, his general
health. As used in the preceding sentence, the term 'dentist' means a person
licensed to practice dentistry or dental surgery in the State where the services
are provided.
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"(j) The term 'laboratory and X-ray services' includes only such services
prescribed by a physician.

"(k) The term 'prescribed drugs' means medicines which are prescribed by a
physician.

"(1) The term 'hospital' means a hospital (other than a mental or tuberculosis
hospital) which Is (1) a Federal hospital, (2) licensed as a hospital by the State
in which it is located, or (3) in the case of a State hospital, approved by the
licensing agency of the State.

"(in) The term 'nursing home' means a nursing home which is licensed as
such by the State in which it is located, and which (1) is operated in connection
with a hospital or (2) has medical policies established by one or more physi-
cians (who are responsible for supervising the execution of such policies) to
govern the skilled nursing care and related medical care and other services
which it provides.

"MISCELLANEOUS DEFINITIONS

"SEC. 1607. For purposes of this title-

"Federal Share

"(a) (1) The 'Federal share' with respect to any State means 100 per centum
less that percentage which bears the same ratio to 50 per centunm as the per
capita income of such State bears to the per capita income of the United States,
except that (A) the Federal share shall in no case be less than 33% per centum
nor more than 66% pr centum, and (B) the Federal share with respect to
Puerto Rico, the Virgin Islands, and Guam shall be 66% per centum.

"(2) The Federal share for each State shall be promulgated by the Secretary
between July 1 and August 31 of each even-numbered year, on the basis of the
average per capita income of each State and of the United States for the three
most recent calendar years for which satisfactory data are available from the
Department of Commerce. Such promulgation shall be conclusive for each of the
eight quarters in the period beginning July 1 next succeeding such promul-
gations.

"(3) The term 'United States' means the fifty States and the District of
Columbia.

"(4) Promulgations made before satisfactory data are available from the
Department of Commerce for a full year on the per capita income of Alaska
shall prescribe a Federal percentage for Alaska of 50 per centum and, for pur-
poses of such promulgations, Alaska shall not be included as part of the 'United
States'. Promulgations made thereafter but before per capita income data for
Alaska for a full three-year period are available from the Department of Com-
merce shall be based on satisfactory data available therefrom for Alaska for
such one full year or, when such data are available for a two-year period, for
such two years.

"Deductible Amount

"(b) The 'deductible amount' for any individual for any enrollment year
means an amount equal to $250 of expenses for medical services (determined
without regard to the limitations in clauses (i), (ix), and (x) of section 1602
(a) (2) (A)) incurred in such year by or on behalf of such individual, whether
he is married or single, except that, in the case of an individual who is married
and living with his spouse at the beginning of his enrollment year, it shall be
an amount equal to $400 of expenses for medical services (so determined) in-
curred in such year by or on behalf of such individual or his spouse for the
care or treatment of either of them, but only if application of such $400 amount
with respect to such individual and his spouse would result in payment under
the plan of a larger share of the cost of their medical services incurred in such
Year.

"Enrollment Year

"(c) The term 'enrollment year' means, with respect to any individual, a pe-
riod of twelve consecutive months as designated by the State agency for the
purposes of this title in accordance with regulations prescribed by the Secre.
tary. Subject to regulations prescribed by the Secretary, the State plan may
permit the extension of an enrollment year in order to avoid hardship.
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"Recipient of Public Assistance

"(d) The term 'recipient of public assistance' with respect to any month
means an individual who-

"(1) receives old-age assistance, aid to dependent children, aid to the
blind, or aid to the permanently and totally disabled for such month pur-
suant to a State plan approved under title I, IV, X, or XIV, as the case
may be; or

"(2) would, upon application, receive old-age assistance for such month
pursuant to a State plan approved until title I if an appropriate portion
of the enrollment fees, the deductible amount, and the remainder of the
cost of medical services (determined without regard to the limitations in
clauses (i), (ix), and (x) of section 1602(a) (2) (A) not met from ex-
penditures under the State plan approved under this title were included in
determining his need, and if such plan approved under title I contained no
citizenship requirement and imposed no residence requirement which ex-
cluded any resident of the State.

"Major Medical Expense Insurance Policy

"(e) The term 'major medical expense insurance policy' means, with respect
to any State, a policy offered by a private insurance organization licensed to do
business in the State, which is approved by the State agency (administering or
supervising the administration of the plan approved under section 1602), which
Is noncancelable except at the request of the insured individual or for failure
to pay the premiums when due, which is available to all eligible individuals in
the State, and which provides for payment of all or a portion of the costs, in
excess of a deductible which is not less than $250 and not more than such
amount as may be prescribed by the Secretary, of medical services and other
health care (or such portion of such services and care as may be permitted in
regulations of the Secretary).

"ADVISORY COUNCIL ON IIEALTtI INSURANCE

"SEc. 1608. (a) There shall be in the Department of Health, Education, and
Welfare an Advisory Council on Medical Benefits for the Aged (hereinafter
referred to as the 'Council') to advise the Secretary on matters relating to the
general policies and administration of this title. The Secretary shall secure
the advice of the Council before prescribing regulations under this title.

"(b) The Council shall consist of the Surgeon General of the Public Health
Service and the Commissioner of Social Security, who shall be ex officio members
(and one of whom shall from time to time be designated by the Secretary to
serve as chairman), and twelve other persons, not otherwise in the employ of
the United States, appointed by the Secretary without regard to the civil service
laws. Four of the appointed members shall be selected from among repre-
sentatives of various State or local government agencies concerned with the
provision of health care or insurance against the costs thereof, four from among
nongovernmental persons who are concerned with the provision of such care
or with such insurance, and four from the general public, including consumers
of health care.

"(c) Each member appointed by the Secretary shall hold office for a term of
four years, except that (1) any member appointed to fill a vacancy occurring
prior to the expiration of the term for which his predecessor was appointed
shall be appointed for the remainder of such term, and (2) the terms of the
members first taking office shall expire as follows: four shall expire two years
after the date of the enactment of this title, four shall expire four years after
such date, and four shall expire six years after such date, as designated by the
Secretary at the time of appointment. None of the appointed members shall be
eligible for reappointment within one year after the end of his preceding term.

"(d) Appointed members of the Council, while attending meetings or con-
ferences of the Council, shall receive compensation at a rate fixed by the Sec-
retary but not exceeding $50 a day, and while away from their homes or regular
places of business they may be allowed travel expenses, including per diem
in lieu of subsistence, as authorized by law (5 U.S.C. 73b-2) for persons in the
Government service employed Intermittently.
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"(e) (1) Any appointed member of the Council is exempted, with respect to
such appointment, from the operation of sections 281, 283, and 1914 of title 18
of the United States Code, and section 190 of the Revised Statutes (5 U.S.C. 99);
except as otherwise specified in paragraph (2).

"(2) The exemption granted by paragraph (1) shall not extend-
"(A) to the receipt or payment of salary in connection with the appointee's

Government sQrvice from any source other than the private employer of the
appointee at the time of his appointment; or

"(B) during the period of such appointment, to the prosecution or par-
ticipation in the prosecution, by any person so appointed, of any claim
against the Government involving any matter with which such person,
during such period, is or was directly connected by reason of such appoint-
ment."

PLANNING GRANTS TO STATES

SEC. 2. (a) For the purpose of assisting the States to make plans and initiate
administrative arrangements preparatory to participation in the Federal-State
program of medical benefits for the aged authorized by title XVI of the Social
Security Act, there are hereby authorized to be appropriated for making grants
to the States such sums as the Congress may determine.

(b) A grant under this section to any State shall be made only upon applica-
tion therefor which is submitted by a State agency designated by the State to
carry out the purpose of this section and is approved by the Secretary. Such
grants for any State shall, subject to the provisions of subsection (c), be equal to
50 per centum of the cost of carrying out such purpose in accordance with such
application.

(c) Payment of any grant under this section may be made in advance or by
way of reimbursement, and in such installments, as the Secretary may determine.
The aggregate amount paid to any State under this section shall not exceed
$50,000.

(d) Appropriations pursuant to this section shall remain available for grants
under this section only until the close of June 30, 1962; and any part of such a
grant which has been paid to a State prior to the close of June 30, 1962, but has
not been used or obligated by such State for carrying out the purpose of this
section prior to the close of such date shall be returned to the United States.

MISCELLANEOUS AMENDMENTS

SEC. 3. (a) Effective with respect to payments for quarters beginning after
June 30, 1961, paragraph (1) of section 1101(a) of the Social Security Act is
amended by striking out "and XIV" and inserting in lieu thereof "XIV, and
XVI"'.

(b) Section 6103(b) of the Internal Revenue Code of 1954 (relating to inspec-
tion of income tax returns by States) is amended by adding at the end thereof
the following new paragraph:

"1(3) STATE PLANS FOR MEDICAL BENEFITS FOR THE AOED.-All income re-

turns filed with respect to the taxes imposed by chapters 1 and 2 (or copies
thereof, if so prescribed by regulations made under this subsection) shall
be open to inspection, by the State agency administering or supervising
the administration of a State plan for medical benefits for the aged which
has been approved under title XVI of the Social Security Act, if the inspec-
tion is for the purpose of administering such plan. The inspection shall be
permitted only upon written request of the governor of such State, designat-
ing the representative of such State agency to make the inspection on behalf
of such agency. The inspection shall be made in such manner, and at such
times and places, as shall be prescribed by the Secretary or his delegate.
Any information thus secured by any State agency may be used only for
the administration of such State plan (whether by such State agency or by
the agency or agencies which it supervises)."

SECRETARY

SEC. 4. As used in this Act and the amendments made thereby, the term "Secre-
tary", unless the context otherwise requires, means the Secretary of Health,
Education, and Welfare.
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(NoTE.-This proposal was subsequently introduced in the Senate
as bill S. 3784, by Senator Leverett Saltonstall.)

Senator SMIATHERS. I wonder do you have a copy of this list of
States, the costs for each State?

Secretary FLEMMINO. Yes.
Senator SMATHERS. Do you have a copy for all members ?
The CHAIRMAN. If yOU will read those figures, I want to know

whether they include, the amount that must be raised under the House
bill and the amount that must be raised under the administration bill
on the part of the States.

Secretary FLEMMING. Mr. Chairman, as soon as a copy is put in
front of you I will do so.

The C JAIRTMANv. Has the administration requested that this legis-
lation be introduced by a Senator or Congressman?

Secretary FLFMMrtING. Not as yet, because, Mr. Chairman, as you
know-when this was presented to the Ways and Means Committee
they were holding a series of executive sessions over a period of about
10 weeks, and we presented this to them for consideration along with
other matters that they were considering.

The CHAIRMAN. It has not been introduced in either branch of the
Con gress.

Secretary FLEmXIING. That is correct.
On table 2, you will notice at the head there it has got a projected

total of a billion 229 million, and then first of all, the total amount
that would be available for the present old-age assistance recipients
because, of course, this would call for a step up in their benefits, of
$436 million. And then others of $793 million. And then the source
of funds, $602 million Federal, $627 million State and local, and
enrollment fees $181,700,000.

Then we have taken that by State. For example, Mr. Chairman,
the State of Virginia the total would be 10 million, and as you will
note there, $100,000, and, $13,100,000, with $2,100,000 on the OAA
recipients, $11 million on the other. and then the $13 million divided
$7,800,000 Federal fund, $5,500,000 State funds.

The C11AIRM.%AN. On table 2 is that first column the amount of new
money that the States must raise?

Secretary FLEXEMITNG. No, that is the total amount of money that
would be involved in this program. It is column 5 which shows the
amount of new State money. That is the source of the funds, $627
million would come from State and local fund.

And then that is broken down by States, Virginia, for example,
that would be $5.5 million.

Senator ANDERSON. Can you tell us how you determined how much
a State has to pay?

I see Virginia has to pay $5 million as against the Federal Govern-
ment's $7 million.
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New York has to pay $78 million as against the Government's $46:
million. Virginia has a little of the best of it, which the chairman.
would appreciate, but the rest of us would like to know how you get
toit?

Secretary FLEM[ING. As I indicated in my opening statement,,
Senator Anderson, it is an equalization formula with a range of one-
third-two-thirds. That is one-third for the States with the largest
income, and then two-thirds on the part of the Federal Government.
in the States with the lowest income.

Senator ANDESON. Therefore, this would indicate there are more
poor people in Virginia, doesn't it? Is that what it means in simple.
terms?

Secretary FLEmMING. This formula is worked out in exactly the,
same way that you would, not exactly the same way but on the same
principle as you work out the distribution of public assistance funds.

The CHAIRMAN. I wish to ask one more question. Could the States.
under the administration proposal set up fee schedules for doctors and,
hospitals and standards of treatment?

Secretary FLEMMINO. Yes, the fact of the matter is under our pro-
posal it would be the State that would administer the program, and
it would be necessary for them-

The CHAIRMAN. They could set up the fee schedule for doctors, fix-
ing how much they may charge and how much the hospitals may
charge.

Secretary FLE 1MING. Just as they do now under the public as-
sistance program, under the vendor payment provision of the public
assistance program, that is going on in virtually all of the States at
the present time and it is my understanding, Mr. Chairman, that it has,
been worked out in a completely satisfactory manner.

The CHAIRMAN. Senator Frear?
Senator FEAR. No questions.
The CHAIRMAN. Senator Carlson?
Senator CARLSON. Mr. Secretary, Senator Anderson raised a ques-

tion that I think we ought to have some figures on. Those of us who
are familiar with this program realize that some of the rural States, of
course, have great numbers of their population that were never under
the OASI program, never covered, and therefore we have more sub-
stantial numbers on the old-age assistance rolls and also probably more
people that get benefits from low paid OASI payments and in addi-
tion to that are also on the old age assistance rolls. I would like very
much for the record to have a breakdown by States of the numbers of
individuals who are covered by the OASI and those that are receiving
old-age assistance, and those that receive both.

I think that enters into this picture. Could you supply that for the
record?

Secretary FLENIMINO. Yes, without any difficulty at all, Senator
Carlson. I would be very happy to do so.

58387-60-----0
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(The following was later received foi' the record:)

Numbers of persons aged 65 and over receiving old-age, surv vvors, and disability
insurance, old-age assistance, and both types of payments, specified dates'

Estimated Number of Number re-
number of OAA recip- ceiving both

State OASDI aged lents, Feb- OAA and
beneficiaries, ruary 1960 * OASDI, Feb.
Dec. 31,1959' ruary 1960 '

Total -------------------------------------------------- 10,074,750 2, 368,197 675,622

Alabama ---------------------------------------------------- 131,389 98,679 21,255
Alaska ------------------------------------------------------- 3,067 1,448 527
Arizona ...------------------------------------------------ 48,958 13,904 4,195
Arkansas ---------------------------------------------------- 101,640 55,267 8,645
California ---------------------------------------------------- 808,217 256,614 122,873
Colorado ---------------------------------------------------- 84,480 47,315 18,530
Connecticut -----. . ..----------------------------------------- 165,242 14,492 6,389
Delaware -------.-------------------------------------------- 22,833 1,334 352
District of Columbia ......------------.------.--------------- 33,607 3,124 862
Florida ------------------------------------------------------ 326,567 69,481 22,534
Georgia .---------------------------------------------------- 137,287 97,289 16,011
Hawaii------------------------------------------------------ 17,973 1,463 314
Idaho -------------------------------------------------------- 37,341 7,344 2,310
Illinois ------------------------------------------------------ 607,547 75,039 19,765
Indiana.. . . . . ..--------------------------------------------- 298,786 27,418 6,974
Iowa -------------------------------------------------------- 198,054 34,541 9,333
Kansas ------------------------------------------------------ 140,621 28,797 6,960
Kentucky --------------------------------------------------- 168,897 56,399 10,643
Louisiana .. . . . . . ..------------------------------------------- 101,642 124,818 35,970
Maine ------------------------------------------------------- 72,797 11,829 4,533
Maryland --------------------------------------------------- 130,265 9,456 2,198
Massachusetts ----------------------------------------------- 374,906 80,125 39,060
Michigan --------------------------------------------------- 436,222 62,322 20,708
Minnesota --------------------------------------------------- 211,910 46,567 12,948
Mississippi -------------------------------------------------- 93,238 80,135 19,908
Missouri ----------------------------------------------------- 288,149 117,155 34,427
Montana ---------------------------------------------------- 40,579 6,982 2,226
Nebraska ---------------------------------------------------- 97,973 15,093 3,469
Nevada ------------------------------------------------------ 1 0.142 2,639 1,385
New Hampshire --------------------------------------------- 46,286 4,916 1,790
New Jersey -------------------------------------------------- 378,913 18,821 6,447
Now Mexico ------------------------------------------------- 24,501 10,847 1,936
New York --------------------------------------------------- 1,102,293 83,325 28,416
North Carolina ---------------------------------------------- 182,186 49,016 7,562
North Dakota ----------------------------------------------- 34,792 7,217 1,535
Ohio --------------------------------------------------------- 566,943 87, 556 26,392
Oklahoma --------------------------------------------------- 119,347 90,244 21,684
Oregon ----------------------------------------------------- 125,032 17,191 6,070
Pennsylvania ------------------------------------------------ 739,871 50,113 13,579
Puerto Rico ------------------------------------------------- 50,089 39,611 34
Rhode Island ------------------------------------------------ 63,694 6,788 2,865
South Carolina --------------------------------------------- 78,739 32,848 2,161
South Dakota ----------------------------------------------- 42,905 9,021 2,042
Tennessee --------------------------------------------------- 163,439 55,231 6,125
Texas ------s-------------------------------------------------- 364,726 222,061 52,394
Utah -------------------------------------------------------- 36,446 7, 985 2,029
Vermont ----------------------------------------------------- 28,144 5,678 1,981
Vireinia .----------------------------------------------------- 165,425 14,835 1,416
Washinzton ------------------------------------------------- 179,076 49,856 19,954
West Virginia .--------------------------------------------- 108,449 19,832 1,933
Wisconsin --------------------------------------------------- 267,938 34,810 10,763
Wyoming ---------------------------------------------------- 15,287 3,326 1,210

' Does not Include Guam and the Virgin Islands; complete data not available.
2 Number of persons receiving old-age, wife's, husband's widow's widower's, and parent's benefits

adisted to exclude (1) women benefieiaric8 aied 62-64, (2) wife beneficiaries under age 62 with child bene-
ficiaries in their care, and (3) duplicate counts for beneficiaries receiving both old-age and wife's or husband's
bene'ts.

S For some States data are for month early in 1960 other than February.

Source: U.S. Department of Health, Education, and Welfare, Social Security Administration, Bureau
of Public Assistance, Division of Program Statistics and Analysis, July 1, 1960.
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Senator CARLSON. Isn't that a fair assumption that that situation
would prevail?

Secretary FLEMMINO. That is right.
Senator CARLSON. Then under any program that was covered

through a social security program would we not have more individuals
in some of what I call the rural States that would not be eligible for
benefits, than under the proposal that you have submitted?

Secretary FLEMMING. I will ask Commissioner Mitchell to respond
to that specific question because he is very familiar with it.

Mr. MITCHELL. The situation to which you refer, Senator, I think
has been to a large extent overcome by extensions of coverage during
recent years to farmworkers. Now there are large numbers of farm-
ers, both farm operators and farmworkers, who are covered and who
are in a benefit status. It is true, however, that there are a substantial
number of people who are receiving old-age and survivors insurance
benefits who also receive public assistance because the OASI benefit
may be only a minimum, not sufficient to maintain the person and his
family.

Senator CURTIS. Senator Carlson, if you will yield for just a brief
question on that point now I think it would discriminate against rural
areas. The number o# people who were old and not in the employment
market or possibilities before OASI was extended to their group will
be greater than those segments of our population which OASI was
available to from the beginning, sir, isn't that correct?

Secretary FLEMMING. That certainly is true.
Senator CURTIs. So a rural area that is made up of farmers, em-

ployees of farmers, and small unincorporated family run businesses
would have a higher percentage of people left out of a program geared
to OASI and the recipients thereof than other areas, isn't that correct?

Secretary FLEMMING. I think that is a fair evaluation.
Senator CuRTiS. Thank you.
Senator CARLSON. That is all, Mr. Chairman.
The CHAIRMAN. Mr. Flemming, one other point here.
Table 2 only shows money to be raised by the States totaling $627

million.
Now both of these bills--the House bill, plus your proposal as I

understand it, would compel the States to raise nearly a billion. Where
is the balance?

Secretary FLEMMING. As indicated here the amount to be raised by
the State and local governments is $627 million. Now under title 6
of the House bill, as you indicated earlier, the State's share would be
about $165 million, so that gives you a total of $792 million to be
raised by the States.

I do not have a breakdown by States of the $165 million-
The CHAIRMAN. I just want to point out that table 2 is misleading.

It does not include the total amount. It says $627 million. I asked
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you for the amount of money the States would have to put up under
the combination you propose and it runs to nearly a billion dollars.

Secretary FLEMMING. No, $792 million together.
The CIIALRUAN. Well, let's go over it again because I don't under-

stand it and I want to get this right.
You confirm the fact that the House bill will require the States to

raise the $64 million.,
Secretary Fr.imMING. That is correct.
The CHAIRMAN. You further confirm the fact that your adminis-

tration proposal would require about $800 million?
Secretary FLEMMINO. No; $627 million.
The CHAIRMAN. Well you have got an additional cost for old-age

assistance and that is $75 million?
Secretary FLEmMINO. Just one minute. I am sure we can come to

an understanding. We are awfully close here. I have got $792 mil-
lion, you see, as I thought--a few minutes ago I see you mentioned
the additional assistance costs under our plan. Actually so far as
the State is concerned it would not step up. It would be the Federal
Government.

The CIAIRM AN. The House bill is $164 million, and your proposal
is $675 million. That includes the additional costs for old-age assist-
ance, medical care for $250 deduction of $75 million.

Secretary FLEMMNINO. The only difficulty there, Mr. Chairman, is
you have included that additional $55 million as a State cost.

That wolld be a Federal cost, because actually the State public as-
sistance would be reduced by about $10 million. So that does bring
us to a total additional State cost, if you want to round it out, of just
about $800 million.

The Cu&AIR1%AN. All right, now the point I am making is, that table
2 does not show that. There it only shows $627 million.

Secretary FLEIWMING. Yes, table 2, Mr. Chairman, deals only with
the additional program on which I testified. It does not give a State
by State breakdown of the title 6 of the House bill.

The CHAIRMAN. Have you got a table that does show that?
Secretary FLEMntMING. It is-do you have the House report in front

of you?
The report of the Ways and Means Committee ?
The CHAIRMAN. I think you ought to have a table to show the total

cost.
Secretary FLEMMING. Yes; I agree with you that it would be a good

thing to telescope these two tables and we would be very glad to do
that and furnish it for the record.

The CHAIRMAN. Will you submit it for the record, because you are
recommending both the House bill and the administration bill; are
you not?

Secretary FLiMING. Yes.
The CHAIRMAN. There ought to be a table that shows the total costs

for the States.
(The following was later received for the record:)
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J2stimated annual Federal and State-local costs under (a) proposed medicare
program for the aged, (b) program of medical services for the aged (title
XVI of Social Security Act, as added by title VI of H.R. 12580 and (c) im-
provement in medical services under the old-age assistance program arising
from combined effect of proposed medicare program, proposed title XVI of
Social Security Act, and proposed increase in Federal matching for medical
services under old-age assistance in 1.R. 12580

(All figures In millions]

Total increased
Proposed title Additional OAA costs for medical

Medicare program XVI (assuming medical costs services for aged
for the aged medlcareprogram arising from persons under

n effect) medicareprogram medicareprogram
State and H.R. 12580 and H.R. 12580

combined combined

Federal State Federal State Federal State Federal State
cost and local cost and local cost and local cost and local

cost cost cost cost

United States --------- $602.5 $627.2 $122.9 $116.8 $74.3 -$19.3 $799.7 $724.7

Alabama ------------------- 15.6 7.9 (') (1) 7.2 3.1 22.8 11.0
Alaska ---------------------- .3 .2 (1) (1) (1) .3 .3 .5
Arizona -------------------- 3.3 2.5 (I) ) .4 2.0 3.7 4.5
Arkansas ------------------- 9.6 4.8 (1) (1) 3.2 1.4 12.8 6.2
California ------------------ 46.9 78.3 8.0 8.0 1.4 26.9 56.3 113.2
Colorado -------------------- 7.0 6.5 .5 .4 (1) -. 3 7.5 6.6

'Connecticut ----------------- 7.2 14.4 4.7 4.7 (1) -4.3 11.9 14.8
Delaware -------------------- .8 1.6 (1) 1 () 1 .1 .9 1.7
District of Columbia -------- 1.4 2.3 .1 .1 ( .4 1.5 2.8
Florida --------------------- 19.7 16.1 .4 .3 5.7 3.2 25.8 19.6
Georgia -------------------- 15.7 8.8 (1) (I) 10.2 4.4 25.9 13.2
Guam --------------------- () (1) (1) 1 () (') () (') (1)
Hawaii ---------------------- .9 .8 .1 . (I) .1 1.0 1.0
Idaho ---------------------- 2.5 1.8 (2) () 1 .8 2.6 2.6
Illinois --------------------- 25.7 39.3 13.9 13.9 -2.4 -10.2 37.2 43.0
Indiana -------------------- 14.1 14.3 5.8 5.8 -1.5 -1.5 18.4 18.6
Iowa ----------------------- 10.2 7.7 .2 .1 .1 2.4 10.5 10.2
Kansas --------------------- 7.3 5.8 1.7 1.1 --------- -- 2.1 9.0 4.8
Kentucky ------------------ 14.5 7.4 (1) (1) 6.4 2.7 20.9 10.1
Louisiana ------------------ 14.4 8.6 .1 .1 .5 9.8 15.0 18.5
Maine ---------------------- 4.2 3.1 .5 .3 (1) (1) 4.7 3.4
Maryland ------------------- 5.7 6.5 1.2 1.2 .2 .2 7.1 7.9
Massachusetts --------------- 27.1 35.6 9.2 9.2 --------- -- 27.5 36.3 17.3
Michigan ------------------- 23.8 29.1 3.2 3.2 .2 3.5 27.2 35.8
Minnesota ------------------ 17.3 14.5 4.5 2.1 -1.4 -13.7 20.4 2.9
Mississippi ----------------- 10.8 5.3 (1). (1) 8.1 3.4 18.9 8.7
Missouri ------------------- 19.0 17.7 .6 .5 5.6 4.0 25.2 22.2
Montana ------------------- 2.2 2.0 (1) (1) .2 .9 2.4 2.9
Nebraska ------------------ 4.9 3.6 1.5 .8 -. 7 -1.3 5.7 3.1
Nevada --------------------- .5 .8 .1 .1 (1) .2 .6 1.1
New Hampshire ------------- 2.8 2.4 1.0 .8 -. 3 -1.3 3.5 1.9
New Jersey ----------------- 13.5 21.7 9.7 9.7 --------- -- 4.2 23.2 27.2
New Mexico ----------------- 2.2 1.4 (1) (1) (2) .5 2.2 1.9
New York ...--------------- 46.8 78.5 30.7 30.7 --------- -- 30.3 77.5 78.9
North Carolina ..------------ 12.0 6.0 .1 .1 2.8 1.2 14.9 7.3
North Dakota .-------------- 2.3 1.4 .3 .2 ......... -- 1.7 2.6 .1
Ohio ----------------------- 28.1 35.2 5.5 5.5 .1 1.5 33.7 42.2
Oklahoma ------------------ 12.0 8.1 .1 .1 .1 1.8 12.2 10.0
Oregon --------------------- 7.5 7.1 2.5 2.4 --------- -2.1 10.0 7.4
Pennsylvania --------------- 29.1 30.9 4.7 4.7 .1 1.2 33.9 36.8
Puerto Rico ----------------- 4.0 2.0 (1) (1) --------- 3.9 4.0 5.9
Rhode Island --------- ------- 3.8 4.1 1.2 1.2 --------- --. 4 5.0 4.9
South Carolina -------------- 5.6 2.8 (I1 (1) 2.4 1.0 8.0 3.8
South Dakota --------------- 2.5 1.3 (2) .4 1.0 2.9 2.3
Tennessee ------------------ 12.9 6.6 () ') 5.2 2.2 18.1 8.8
Texas ---------------------- 36.2 28.3 .2 .1 20.9 10.5 57.3 38.9
Utah ----------------------- 2.4 1.7 (). 1 2.5 2.4
Vermont -------------------- 1.9 1.3 13 2 2.3 1.5
Virgin Islands ------------ . .1 (1) (') 7 ( ) (1) .1 ()
Virginia ------------------- 7.6 5.5 .7 4 .4 .2 8.7 6.1
Washington ----------------- 12.8 14.4 3.6 3.6 --------- --5.6 16.4 12.4
West Virginia --------------- 6.5 3.7 .1 .1 .9 .3 7.5 4.1
Wisconsin ------------------ 16.4 14.8 5.6 4.7 -2.7 -8.9 19.3 10.6
Wyoming -------------------. 9 .7 .1 .1 (2) .1 1.0 .9

I Less than $50,000.

NOTm.-The above figures relate to what the experience might be it the 1st full year of operation if all
States developed plans and put them in full effect. Because of the many variations possible In State plans
and participation under title VI of H.R. 12580 and in the participation of individuals In the medicare plans,
the above figures should not be considered to be as precise as they appear to be.
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Secretary FLEMMING. Mr. Chairman, the kind of a table that you
are asking for will bring this out, but could I ask Mr. Myers to com-
ment on the overlap that there would be between title 6 of the House
bill and our program for the aged?

Mr. Myi.Rs. Mr. Chairman, on this point, if both programs, that is
title VI in the House bill and this medicare for the aged plan were
introduced, the cost. estimates that have been given are not fully
additive since each one must be considered separately. However, if
they were both introduced simultaneously, you would, of course, have
the individual getting benefits under one program or the other so
that it would not be correct to add the two together to get the total
costs of the combined program. In other words, many individuals
who would be aided under the House bill, would instead come under
the medicare program which is more of a paid up, what you might
say, insurance-type approach than the assistance-type approach in the
title VI of the House bill. We would be very glad to prepare for
you this combined table the result of which would be somewhat lower
than the sum of the two separate tables.

The CHAIRMAN. Yes, but this committee should have the informa-
tion as to how much the States are required to put up in new money.

Secretary FLE.M ING. That's right.
The CHAIRMAN. And the table you have submitted here is about,

how short is it a couple of hundred million, is it not, 200 million
short?

Secretary FLEMMING. Well, you see, as the heading on the table
indicates-

The CHAIRMAN. I don't care what the heading indicates.
Secretary FEM' ING. It is just the medicare program.
The CHAIRMAN. You gave the impression to the committee, or

rather to me, that the total costs would be $627 million divided by
the States. You read out Virginia, for instance, that is not the total.

Secretary FLFirMMING. Mr. Chairman, when I presented this I
thought I made it clear that I was presenting a table on the medicare
program and that is what it clearly says. In addition to that there
is, of course, whatever expense is involved in title 6 of the House bill,
but as Mr. Myers indicated there is quite an overlap between the two,
and we will be glad to prepare a table which telescopes the two and
give you the overall figure.

The CHAIRMAN. I think your testimony, sir, is very confusing. You
stated that you favored the House bill and you favor this bill as a
supplement to the House bill, and now you say they overlap and you
don t show us where they overlap.

So I think you had better come to the committee meeting at another
time prepared to answer the questions we know have to be answered.

Secretary FLEFMING. Well, Mr. Chairman, all I am stating is a fact
that they do overlap.

The CHAIR-MAN. But you say you endorse both of them-you said
you endorsed the House bill; didn't you?

Secretary FLEMMING. Yes; I certainly did.
The CHAIRMAN. And you said your own bill should be added, and

now you say they overlap.
Secretary FLEmmiNG. Yes.
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The CHAIRM1AN. Are you proposing that we enact overlapping
legislation?

Senator BUTLER. If it costs more money that way. [Laughter.]
Secretary FLEMMING. They only overlap, Mr. Chairman, in the

sense that some people would come under one program and if they
came under one program they wouldn't come under the other. That
is all, and they would be dealing with different people.

The CHAIRMAN. Here we have an administration bill that no Sen-
ator or no Congressman has ever introduced. I don't know that I
have ever known that to have happened before in my experience.

Senator BUTLER. Mr. Chairman, may I make an observation? The
last time I sat in this chair at a public hearing I think it was the
Secretary of the Treasury who sat where the Secretary, Mir. Flem-
ming, is now sitting.

e explained to us the precarious position of the dollar.
He told us how necessary it was that we retrench and be saving and

that we display complete fiscal responsibility. Now you come up and
you want to spend $1,225 million per annum as a starter for a pro-
gram that is local in nature and should be taken care of by the people
in their local communities.

Secretary FLEM3TING. Senator Butler, if I may correct the record
on that, our proposal is not that the Federal Government spend
$1,200 million. Our proposal is that the Federal Government spend
$600 million and that the States and local communities spend $600
million.

We agree with you there is a responsibility that should be shared
by the State and local governments, but we also feel that it is a matter
in which the Federal Government should be a partner.

Senator BUTLER. I say to you, Mr. Secretary, this is not a matter
that should be shared by the Federal Government. This is a matter
that can be taken care of by self-reliant people in their local com-
munities, if given a chance to do so.

Secretary FLEMMINO. Well- 
Senator BUTLER. I say there is lack of coordination here. The

Secretary of the Treasury-I can't believe he would endorse this bill.
How could he endorse this bill after conling here and telling us that
the balance of payments are going against us, the dollar is becoming
more precarious every day of the week?

The CHAIRMAN. It is $876 million. [Laughter.]
Senator BUTLER. It doesn't seem to make any difference what it is,

just so it is money. I have never seen such fiscal irresponsibility.
Secretary FLEfMINO. Senator Butler, I would like to comment on

your comment.
Senator BUTLER. You certainly may do it.
Secretary FLEM3INO. Well, I would like to say this: That I see

no conflict between fiscal responsibility and the Federal Government
accepting some responsibility for taking care of what is a very serious
problem in this country at the present time. There is no reason at
all why, if a program of this kind were put into operation, it would
still not be possible to operate under a balanced budget.

It will require hard choices, but where the welfare of human beings
is involved to the extent that it is In 'this particular instance, it seems
to me that the country can well afford to decide to do something about
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taking care of this problem, and taking care of this need may mean
giving up something else or even increasing taxes in order to do it.

Senator BUTLER. Is the Secretary now telling this committee that
this problem has not existed as long as we have been a Nation.

What makes it so pressing now when the dollar is in such a pre-
carious position?

We need to save all the money we can. We need all the thrift we
can muster. We need all the self-reliance that the people of this great
country can put forth or you are going to have a situation where you
are not going to be able topay anybody anything.

Secretary FLEMMINO. Senator Butler, I don't know whether you
had the opportunity of examining the facts that I presented to the
committee, dealing with the situation as far as the aged are concerned
or not, but I do not think that anybody can examine those facts and
arrive at the conclusion that fiscal considerations should be placed
above human considerations but in my judgment-

Senator BUTLER. Does that mean the Government of the United
States should spend unheedingly?

Secretary FLEMMING. No.
Senator BUTLER. What does it mean? Your statements don't hang

together. If you don't pay any attention to finances, what then is the
ultimate result?

Secretary FLEMMING. Senator Butler, as I indicated earlier, this
Government could become involved in this kind of a program and still
have a balanced budget.

Senator BUTLER. Does the Secretary honestly believe and now wants
to tell this committee that this is the end rather than just the begin-
ning of this program?

Secretary FLEMMINO. No, I wouldn't say that.
Senator BUTLER. It is just the beginning.
Secretary FLEMMINO. I wouldn't allege it is the end.
Senator 'BUTLER. Now tell us, it is but a modest beginning?
Secretary FLEMMINO. No, I don't regard it as a modest beginning.

I regard it as a ver. substantial contribution to the problem of deal-
ing with long-term illness.

The fact remains, Senator, that at the present time the aged do not
have the opportunity of obtaining protection against the heavy costs
of long-term illnesses, and everybody knows that many of the aged
are called upon to suffer as a result of that and, in many instances,
their families are called upon to suffer as a result of that.

Now, it seems to me that this country has the resources to identify
a situation of this kind and move in and do something about it, and
at the same time adhere to a policy of fiscal responsibility.

I can assure you that the President would not have approved the
submission of this program if he thought that it was in conflict with a
policy of fiscal responsibility. He feels that it can be handled and
hand led within the framework of fiscal responsibility.

Senator BUTLER. I don't want to cross over the lines of authority.
I don't want to ask any question of you that you feel you should not
answer under executive privilege. But does the Secretary of the
Treasury approve this program?

Secretary FLEMMINO. I am not going to talk for other people in the
executive branch other than the President who cleared it.
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Senator BUTLER. Does the Budget Director-has the Budget Direc-
tor cleared it?

Secretary FLEMMING. You were not here when I had a discussion
with Senator Byrd on that. I told Senator Byrd and I will repeat it
again that it is my understanding, although I was not here--it was
in a closed session and I have not read the transcript--it is my under-
standing that the Budget Director appeared before the Ways and.
Means Committee, and supported this proposal.

Senator BUTLER. He is going to have a lot of explaining on' some,
other things to do to me because I can't believe it.

The CHAIRM AN. He didn't hear him say it. Have you seen the
record of his testimony?

Secretary FLEMMING. I have not.
The CHAInrAN. You have not seen the record and Senator Butler,

he had numerous conferences with the Budget Director and was un-
willing to say whether the Budget Director approved it or did not
approve it in these conferences.

I want to make a statement and if it is incorrect I want you to show
where it is incorrect.

This legislation, if passed, as you recommend, will cost the Federal
Government $876 million. It will cost the States $840 million in 1
year, that means $1,716 million. It makes no difference to a taxpayer
whether it comes out of the Federal taxes or State taxes. It all comes
out of the taxpayer's pocket so this bill is a $1,716 million bill if it is
made operative by the States matching it. Is that correct, or do you
question that?

Secretary FLEMtMING. No, if all of the States do come into the pic-
ture, I would be perfectly willing to accept that figure except for the
allowance of overlap but I won't make any point on that because that
wouldn't affect the bill materially.

Senator BUTLER. Mr. Secretary, do the local communities, the city
governments make any contributions?

Secretary FLEM.ING. There would be a State contribution.
Senator BUTLER. State only?
Secretary FLEAMING. That is correct, Senator Butler.
The CHAIRMAN. I would like you to put in the record a breakdown

of this overlapping.
Secretary FLEMMING. I would be very happy to.
(NoTm.-See table supplied in response to earlier request of the

chairman.)
The CHAIRMAN. As I understand it you are recommending both

bills and now you state they overlap.
Senator SMATWIERS. Mr. Secretary, first may I say that I wish to

commend you on your statement with respect to the interest that you
have in the medical needs of elderly people. Do you expect this bill
to be passed at this session of the Congress?

Secretary FLEMMINo. Well, Senator Smathers, I think the people
on the other side of the table are in a better position to make that
evaluation than I am.

Senator SMATHERS. I understand that completely but I am asking
you. I think I understand the job we have to do here.

Secretary FLEusuMING. I am a little bit confused.
Senator 'SMATHERS. I am asking you, Do you want this bill passed

at this session ?
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Secretary FLEMMING. Well, certainly. I mean we recommended
it to the W ays and Means Committee and we are recommending it to
the Finance Committee just what we recommended to the Ways and
Means Committee.

I personally would be delighted to see it passed at this session but
as to what is going to happen, I am frank to say I am just a little
bit confused at the present time as to what may emerge from the
Congress.

Senator SMATHERS. You are not alone in being confused as to what
is going to happen here in the Congress. I am just trying to get at
the facts of the sincerity that you have for this program. Why was it
that we didn't get this program here until so late?

Secretary FLE33ING. Well, let's see, I presented the program to the
Ways and Means Committee in May. I spent off and on about 10
weeks in the Ways and Means Committee as they discussed this prob-
lem. There isn't any doubt at all that we had various points of view
within the executive branch as to the best way of dealing with this
matter, and it was not until May that those points of view were
resolved, and I was put in the position to come up and present an
administration proposal on it.

Like you, I gather from your question, I am sorry that it has taken
our Government as long, including the executive and legislative
branches, to come to grips with what I consider to be a very real
and a very pressing need.

But as you know, there are a lot of points of view on this, and it
isn't easy to get them resolved and in support of one way of doing it.

Senator SMATHERS. So it was late in May that the administration, as
I understand it, decided to make this kind of a proposal to the Con-
gress.

Secretary FLET,,mMING. I think it was-it was May 4.
Senator SBATHERS. May 4?
Secretary FLEAMING. That is correct, and my testimony at that

time was made public by the Ways and Means Committee.
Senator SMATHERS. Do you have anybody out at the Governors'

conference presenting this type of program to the Governors so that
you might get some indication from them of its merit? They would
be interested since their respective States would have to participate
in it.

Secretary FLEMMING. We were not, so far as I know, invited to pre-
sent this program or this issue to the Governors' conference. The
Under Secretary of the Department has been out there presenting our
plans for the White House Conference on the Aging, but that is the
only thing we were invited to present.

Senator SMATHERS. Do you believe that you could probably acquire
some support for this type of a program inasmuch as it is a. Federal-
State participation program if you got the Governors for it?

Secretary Fv.iENo. Well, I am sure that any Governor would be
reluctant to face the problems involved of taking on an additional
fiscal responsibility at this time. I appreciate the problems that they
are up against.

On the other hand, I do feel that this is something that should be
shared by the Federal and State Governments. As you know, we
have the responsibility for a good many Federal-State programs in
our Department.
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Senator SMATHERS. I understand that completely, Mr. Secretary,
and I think you are absolutely right that there would be great reluc-
tance. I am just curious as to how serious you people have been
pushing this legislation toward the end of the session.

Did you go out there? Did you write somebody out there and
ask them could you appear? Have you asked the Governors for
their cooperation? It would obviously take their cooperation to
make this type of a program work.

Secretary FLEmMING. The answer is that we did not request to go
or to have this put on the agenda of the Governors' conference, pos-
sibly we missed a bet there but-

Senator SMATHERS. I am curious as to whether or not this pro-
posal which the administration has evolved has arisen subsequent to
the great discussion about the Forand and McNamara bill and other
bills on the subject.

Secretary FLEMMINO. I will try to be perfectly fair and frank
about it. Of course, the discussion that has taken place regarding
this particular issue, I think, has helped all of us get attention fo-
cused on the problem, but I want to say that the program that we
have presented does represent the conviction of the administration as
to the best way in which to deal with the problem. There is a very
deep-seated conviction that it should be a joint sharing of responsi-
bility on the part of the Federal and State Governments just as we
do in the public assistance areas at the present time.

I tried to say earlier, Senator Slnather-
Senator SMATHERs. Do you recall prior to May 4 when you made

a statement as to the need in this area that you or anyone else in the
administration had made such a statement with respect to the fact
the Federal Government should do something in the field of helping
the medical indigent other than those who were under OAS?

Secretary FLEmMING. Yes, statements were made prior to that
time to that effect. I also was before the Ways and Means Com-
mittee some time before that and indicated that we felt there was a
very real need, and that we should endeavor to work out something.

I was before the Ways and Means Committee last July in which
I also indicated a recognition of a very real need, and a feeling that
something should be worked out in an effort to deal with this need
more adequately than it is being dealt with at the present time.

Senator SMATI ERS. But was that when you were called before the
Ways and Means Committee to testify with respect to the Forand
bill and the other bills of that nature?

Secretary FLEMMING. I testified-the Ways and Means Committee
last July held hearings on the Forand bill.

Senator SMATHERS. That is when you made that statement?
Secretary FLEMMuIIN(o. I certainly did, that is correct.
Senator SMATIERS. Now, Mr. Secretary, what has been the re-

action of the American Medical Association to this proposal?
Secretary FLEMMING. Well, by reading the newspapers, I gather

they don't like it.
Senator SMATIMRS. Do you have any other information other than

that of reading the newspapers as to what their position is?
Secretary FLmMING. They have not sent me an official communi-

cation to that effect but I don't have any reason to question the ac-
curacy of the reports that I have read.
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Senator SMATIFmns. Now, Mr. Secretary, let me refer you to your
statement for just a moment, where you talk about the administration
plan. In point No. 2 you say it should make available a system of
comprehensive health and medical benefits which provide adequate
protection against the cost of long-term and other expensive illnesses.
How does your particular proposal, in brief, do that?

Secretary FIE31WING. I think probably the best way I can answer
that is to give you an example.

Senator SMATHERS. All right.
Secretary FLEMMING. Let's assume that this plan is in effect in a

particular State and let's assume that we are dealing with a woman
in her seventies who has suffered a stroke. Now this identification
of the treatment that she would receive was prepared for me by the
Public Health Service doctors. We will assume she was in the hos-
pital for 30 days which would represent a cost of $900, about $30 a
day. We will assume she was in a skilled nursing home for 22 months.

Senator SMATIHERS. Could we also eliminate one other assumption ?
This elderly lady, of course, is not on old-age assistance. In other
words, she is not getting public assistance.

Secretary FLEMMING. No. not getting public assistance, that is
right. She may be on OASDI.

Senator SMATERS. Yes. Is she in the category where she first has
to Pay $24 before this?

Secretary FLEMMING. Yes, I am assuming this; that is right.
Senator'SMATIERS. She is also in the category of having to pay

the first $50 of her medical expense.
Secretary FLFMING. That is correct.
Senator SIMATHERS. All right.
Secretary FLEMM o. Skilled nursing home for 22 months at a cost

of $5,280, private duty nurse used for 5 days 24 hours, and then the
doctors' expense, total of $325, and drugs '$100, making a total ex-
penditure of $6.925.

Now under the program that we have recommended, the program
would pay $5,140 of the total expense of $6,925; she would have to
pay $1,833. I am assuming this is a 2-year illness, as you will notice,.
so that she would pay the deductible twice, that is $250 each year, a;
total of $500, and then, of course, she would pay 20 percent of the
total expenditures. She would pay the fee for 2 years of $24 a year,
which would be $48. Altogether, she would pay $1,833. The plan
would pay her $5,140.

Mr. Chairman, that illustrates what I tried to emphasize in my
testimony, namely, that our plan is designed to deal with the long-
term illness, because, take under the Forand bill, just as another
illustration-with this same illness, under the Forand bill the plan,
that is the Government, would pay $1,620, and she would have to
pay $5,305.

Under the McNamara bill that is before this committee at the
present time, the plan would pay $3,350, and she would pay $3,575.

Now the reason, of come, is that both the Forand bill' and the
McNamara bill tend to place the emphasis on the first dollar costs
of an illness, whereas the plan that we have presented places the
emphasis on the cost of a long-term illness. For that reason, where
a person is involved in an illness of this kind, our plan, as you can
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see, would be extremely helpful. It would mean that the individual
would receive $5,140 as against $3,350 under the McNamara plan,
and $1,620 under the Forand plan.

Senator SMATHERS. Where you say the emphasis of these other
two bills is on the payment of the first dollar and yours is on the
payment of the long term, what happens to these people who are not
on old-age assistance, but actually who can't pay these first dollars.

They are not indigent to the point where they have to be on public
assistance but they are medically indigent. How could they even
qualify for this particular proposal, if they could not pay $247 a
year to start with?

Secretary FLEMMING. Well, of course, our feeling is that in many
instances, either they themselves or through their families, could take
care of the initial cost. Of course, if there was no possibility of their
taking care of the initial cost, they would go on the old-age assistance
program.

But we do feel that there are some insurance policies that are not
too expensive that you can get to take care of initial first dollar costs.
The real problem for many families comes in dealing with the long-
term illness.

Senator SMATHERS. Mr. Secretary, I don't want to take all your
time, these other Senators want to ask you questions but I want to
ask you one other question: You say on page 12 it should provide
private insurers with the opportunity of expanding their programs
of extending health protection to the over-65 age group. How does
your particular proposal do that?

Secretary FLEMMING. Just one moment. You will notice that we
did put in as an optional benefit the opportunity for a person to elect
to purchase from a private group a major medical expense insurance
policy with the understanding that 50 percent of the costs would be
paid for him from Federal-State matching funds up to a maximum
of $60. And then, of course, we definitely do leave open, as our
previous discussion indicates, the possibility of the insurance com-
pany or other private groups taking care of the initial costs, that is
the first $250 of an illness. In other words, we think that this is a
program that would make it possible to build on the progress that
has been made by commercial companies and by nonprofit groups
in insuring people in this area. Our feeling is that they have not as
yet certainly done an adequate job by any means in making available
protection for long-term illness.

Senator SrATHrEns. Before you came to that conclusion, did you
consider granting private insurance companies tax credits for losses
that might be sustained from writing health policies?

Secretary FiJEMi-no. As we worked on our various plans, I think
it is fair to say that that idea was not presented to us at least not to
my recollection. It may have been, but not to my recollection.

Senator SMATHERS. All right, sir.
Secretary FLiimmINO. Mr. Chairman, and Senator Smathers, could

I in response to one of your earlier questions, just to keep the record
straight, point out as far as the attitude of the administration toward
this problem is concerned, in all fairness to one of my predecessors,
Mrs. Hobby, I should call attention to the fact that in 1954 the ad-
ministration submitted what was known as a reinsurance bill. That
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bill was designed to deal with certain aspects of this particular pro-
posal. Also, I think that I should also call attention to the fact that
last July, prior to the hearings on the Forand bill, again at the request
of the Ways and Means Committee we did submit to that body a very
comprehensive study of this whole area.

We did not make recommendations but we certainly indicated that
very clearly there is a, problem here that the country cannot continue
to ignore.

Senator SAIATHERS. You had been studying the problem.
Secretary FLEM.NmINO. That is correct, and as I say, earlier, the ad-

ministration actually submitted a proposal. I think this found its
way, part way through the Congress but not all the way.

Senator Sr,'ITIIFRS. On reinsurance.
Secretary FLEMMINo. That is correct.
Senator SMATHERS. Yes.
The CHAIRMAN. Senator Curtis?
Senator CuRTis. Mr. Secretary, referring to your presentation, this

portion deals with the proposals involving OASI other than this ques-
tion of medical health for the aged. There you discuss the costs and
in general state that the anticipated revenue from the social security
taxes, and by that I mean title 2, will in the future take care of the
anticipated expenditures.

In arriving at that conclusion, what allowance, if any, did you make
for the fact that the Congress might in the future increase benefits?

Secretary FLEMMING. None whatever. I mean these figures are
based on the law as it would be if the bill that has been passed by
the House should be passed by the Senate and concurred in by the
President.

Senator KERn. Without amendment?
Secretary FLEMMuING. That is correct.
Senator CuRTis. But the Congress has increased benefits often,

usually just prioi to election; have they not? That is not a sin of the
administration; you have enough to answer for.

But the Congress should take responsibility for that. They have;
have they not?

Secretary FLEM.MnINO. They certainly have since 1950. [Laughter.]
Senator UCUIms. Now, in predicting that this social security system

is financed adequately to take care of the future, what, if any, allow-
ance have you taken for the possibiilty that Congress might freeze
taxes if in a given period a surplus does accumulate?

Secretary Fuvr trIn(o. That Congress might-
Senator CURTIS. Freeze the taxes and preent-
Secretary FLEnHrMNG. In other words, not move forward as the law

now provides.
Senator C wRTIS. Yes.
Secretary FiLEM:MiING. We did not make any allowance for that.

We assumed that those schedules would go into effect in accordance
with the law.

Senator CURTIS. But, Congress has done that during the years social
security has been in existence.

Secretary FLEMMEING. Mr. Myers tells me in the forties not so far-
not during the 1950's but they did during the 1940's.
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Senator CURTIS. What I am trying to point out is that we have
a political system here, not an actuarial system.

One more question with regard to those figures. What allowance,
if any, in saying that this tax would be adequate for the future,
have you made for continual inflation?

Secretary FLEMMING. I think I should ask Mr. Myers to respond
to that as the actuary, because he is the person who works on these
figures, as you know.

Mr. MYERS. Senator Curtis, in this respect, the cost estimates are
based both on the law staying the same, and also on existing economic
conditions remaining the same--in other words, the general earnings
level staying the same. If in the future, earnings levels went up and
the law stayed the same, the system would actually be in better nan-
cial condition, because the income from taxes (or the contributions)
would go up more rapidly than the benefit disbursements would.
Of course, if earnings change in the future, it is possible that the
system would be amended. Accordingly, we have made what we
call static estimates; we assume the aw stays the same, and we
assume that economic conditions stay the same as they are now.

Senator CuRTIS. Thank you.
Now, Mr. Secretary, you say:
The program would permit States to pay for the medical expenses of low-

income aged persons who were not so needy as to require old age assistance
but whose income and resources after taking into account amounts needed
for current expenses are insufficient to meet their medical bills.

Would the Federal Government have the authority to pass on the
financial eligibility of an individual applicant?

Secretary FLEMMING. The answer is no.
Senator CURTIS. That would be left to the States?
Secretary FLE'MIING. Under title VI of the House bill, that would

be left to the States.
Senator CURTIS. I might ask, and I am sure that Mr. Myers can

give us a reasonably accurate estimate: In our old-age assistance pro-
gram we permit the States to determine who is needy. There has
been a great variance among the States. Of every 100 people over
65 in the State of Louisiana how many of them have been determined
as needy and therefore eligible to old-age assistance and incidentally,
I might say the level of benefits are such that the Federal Govern-
ment pays about six-sixths of it. How many out of every person
over 65 are on old-age assistance, the best estimate?

Secretary FLEMMING. Nearly 60 percent.
Senator CURTIS. Nearly 60 percent. Now how many out of every

100 people over 65 in the State of our distinguished chairman, Vir-
ginia, are on old-age assistance?

The CIIAM AN. Why do you pick on Virginia? [Laughter.]
Senator CURTIS. I think the answer will reveal it.
Senator KERR. He will eventually get around to Nebraska and I

think that will be fine. [Laughter.]
Secretary FLEmtING. About 10 percent or possibly a little less.
Senator Cumis. In other words, six times as many people out of

every 100 are determined to be needy in Louisiana, a State with great
wealth, oil production, and so on, as there are in Virginia. Do you
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know how-Senator Kerr has a keen sense of anticipation, about what
is the figure in Nebraska? [Laughter.]

Secretary FLEtiMING. Mr. Chairman, Senator Curtis, I am sure you
will give us a chance to correct these for the record.

Senator CURTIS. I just want your best estimate.
Secretary FLEmMINo. But between 15 and 20 percent.
Senator CURTIS. I would guess closer to 15. [Lauighter.]
In other words, here is Nebraska, a poor State, not very much in-

dustry, practically no tourist business, no valuable minerals, and we
administer our law and reach into the Federal Treasury to pay old-
age assistance under a system that another State extends it to 4 times
as many people out of every 100.

Now, under the Ways and Means Committee bill for payments to
people who are financially in need but not on old-age assistance, are
you going to prevent that disparity between States?

Secretary FLEAMING. Well, I think my answer to the first question
that you asked along that line really answered this one, does it not?
I mean, title VI of the House bill makes it possible for the States,
within very broad language that is incorporated in the bill, to deter-
mine their own standards.

For example, a State, if they wanted to use an income test, for ex-
ample, to determine who was eligible, one State might use $2,500 and
another State might use $4,000, or another State might use $1,500.

Senator CURTIS. Then, coupled with that, you have also a variable-
I don't say you-the House has a variable matching formula, has it
not?

Secretary FLEMMINO. That is correct. They use the same variable
matching formula that is used now for public assistance, 50 to 65.
That is for the last payments on public assistance.

Senator CURTIS. But as to the individual it is not graduated against
the Federal Government on the payment the individual receives
such as old-age assistance?

Secretary FLEMINo. That's right.
Senator CURTIS. That's all, Mr. Chairman.
Secretary FLEMMING. Mr. Chairman, just to-we now have what

I think are firmer figures on your question.
Nebraska 10 percent, Louisiana 60 percent, Virginia 6 percent.
Senator CURTIS. You mean Louisiana is six times more adroit and

effective in getting money out of the Federal Treasury than we poor
people in Nebraska? I withdraw the question.

Secretary FLEMM ING. OK.
Senator BUTLrR. Mr. Chairman, a moment ago I sought to show

that these programs start very modestly and then have a tendency
to become very large.

An excellent example of that is provided by expenditures for pub-
lic assistance programs.

At the time the Congress liberalized the old-age and survivors in-
surance program in 1950, we contemplated that expenditures for
public assistance would ultimately decline.

The intent of the Congress is clearly revealed in the Report No.
1669 of this very committee dated May 16, 1950, which discussed

'86



SOCIAL SECURITY AMENDMENTS OF 1960

the amendments embodied in H.R. 6000, 81st Congress. It stated,
and I quote:

The committee-approved bill is designed to have the insurance program be-
come the basic method for strengthening of old-age and survivors insurance
will reduce the need for public assistance expenditures. The broad extension
of coverage, the increase in benefits, and the liberalized eligibility require-
ments of the insurance program will decrease the number of people who will
have to depend on the assistance programs.

That closes the quote from the report of this committee. This
statement was made, as I have said in 1951, when budget expenditures
for the total public assistance program totaled a billion 39 million
dollars.

The 1961 budget estimate for this program submitted by President
Eisenhower on January 18, 1960, proposed an expenditure of $2,087
million. In other words, although coverage has been extended, a
program which was destined to decrease in importance doubled in
size in a single decade. Now, Mr. Secretary, I say this should be a
caution to this committee and maybe to yourself and the administra-
tion, that these programs may be very worthy, but when you embark
upon them, even at a very modest way, before you know it, they will
consume you.

Secretary FLE-3M3ING. Senator Butler, I think the key observation
in the report that you read was the observation that there was an
expectation that the number of persons on old-age assistance would
decline.

Senator BUTLm. That's right.
Secretary FLEMMINO. Since I have been in office, I have noted with

interest that the curve has been going down as far as the number of
persons on old-age assistance is concerned. Now it is true that ex-
penditures have risen, because the Congress has changed the payments
structure from time to time, and of course, there is the factor of an
expanding population when we look back over a period of 10 years.

But your increase in terms of numbers of persons on the assistance
rolls has not come from old-age assistance. It has come from the
aid to dependent children.

That figure has been moving up, but the number of persons on old-
age assistance rolls has been moving down, and the reason it has been
moving down, I think, very clearly is that the OASDI benefits have
been extended to more and more persons, coverage has been extended
and in addition, of course, the benefit schedule has been improved.

Senator BuTLER. But, Mr. Secretary, the point I make is this:
Whenever you enter a new field, that field is always broadened, the
requirements to become a member of the class included within the field
are made easier, and the benefits are always increased. I call that to
your attention.

Secretary FLEMMING. Senator Butler, I wouldn't deny that at all
and I think as you consider the various approaches to this problem this
has got to be taken into consideration.

I would like to say, however, that at thatjpoint, I am not a complete
pessimist. As a result of my experience in Government, I do have con-
fidence in our system of checks and balances. I know the cost curve
is apt to be up, but when you consider the checks between the legisla-
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tive branch itself, I don't think we have to assume it is going to get
out from under control if we are dealing with a situation that is de-
signed to meet a real need.

Senator BUTLER. But it has been my experience that those checks
sometimes fail to materialize, people who were against this program 6
months ago are now for it. I don't understand that.

Secretary FLEMM1ING. But on balance, I still have confidence in the
way in which our form of government operates in dealing with matters
of this kind.

The CHiAIrMAN.. Senator Kerr.
Senator KERR. Mr. Secretary, I have a number of questions but I am

going to yield the time to Senator Anderson who is next on our side
here, if I may be permitted to address my questions to you in a com-
munication and then you can answer them.

Secretary FLEMTHt1ING. I would be very happy to, Senator Kerr.
Senator k(ERR. Thank you.
(The letter which Senator Kerr subsequently wrote Secretary

Flemming, and the reply made by Secretary Flemming, follow:)
JUNE 30, 1960.

Ion. ARTIIUt S. FLEM MINO,
,-,ccretary, Departn ct of HCalth, Education, and Welfare,11'a.qhingtoi) 7).C.

IY I)EAH :' ,%. SEURETARY: May I first express my appreciation for your very
informative statement before the committee on. Wednesday, June 29, in connection
with the proposed amendments to the Social Security Act now under consid-
eration.

As I stated at the hearings, a few questions have arisen in my mind in con-
nection with your remarks and I would appreciate it if you will supply me with
the answers.

(1) On page 6 of the mimeographed copy of your remarks you state that the
bill of the Committee on Ways and Means, in providing increased Federal par-
ticipation to improve the old-age assistance medical programs, is pursuing a
desirable objective and although "there is some question whether the provision in
the bill would produce the intended result, It is probably worth trying." Why
is there question as to whether the result will be so attained and what could be
done to strengthen this provision?

(2) Oin page 9 of your statement you mention that about 4 million of the
16 million people now in our aged population are not covered by social security.
How many of this 4 million are not covered by other Government pension or
retirement programs-civil service, railroad retirement, veterans programs,
State and local retirement systems, and the like? I-Iow many are on public
assistance? Of the group not covered under any of these programs, how many
are in need of health-care protection?

(3) Of the 12 million people you say would be eligible under the administra-
• ion proposal, how many are uider the social security (OASDI) system?

(4) What percent of payroll cost would be involved in providing the broad
cope of benefits described in the administration's medicare program under the
50('ial security mechanism?

(5) On page 12 you state that all persons 65 and over would be eligible to
participate If, in the preceding year, they did not pay an income tax or had, in
the preceding year, adjusted gross income which did not exceed $2.500 ($3,000 for
a couple). What provision is made for the individual in his first year of
retirement?

(6) Will all services under the administration's proposal have to be deter-
mined as medically necessary by a physician?

'l].m1iuih-g yvmi for I his courtesy, amd with best wishes. I am,
Sincerely yours,

IROURT S. KEriR.
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TIIE SECRETARY OF HEALTH, EDUCATION, AND WELFARE,

BWashington, July 11, 1960.
Hon. R{OnEIT S. KERR,
U.S. Senate, Wash ington, D.C.

DEAR SENATOR KERR: I am very happy to answer the questions stated in your
letter of June 30. Briefly, my reply to each of theim would be as follows:
Answer to question. No. 1

The Ways and Means Committee apparently concluded that the only way to
meet their concern that medical care programs under old-age assistance be
improved in those States that are (ldoing little or nothing in this area was to
increase the rate of Federal participation in payments for this purpose. How-
ever, they were also concerned and we share their concern fully that the
Federal share of public assistance payments not be made unduly high. They
accordingly adopted a provision which would increase the Federal share by 5
percent in new expenditures of up to $5 a month for medical care. Thus, up
to 25 cents of additional Federal funds per recipient over and above the normal
Federal share would be provided. We are not sure that this amount represents
a sufficient inducement to result in appreciable improvement in many of the
States where such improvement is needed most. We do not, however, favor
increasing the Federal share in public assistance payments and accordingly
would not recomlnend that the provision In the House bill be increased.

Answer to question No. 2
Of the 4.3 million persons aged 65 and over not eligible for OASDI at the

beginningg of this year, more than one-third are protected by another public
retirement program.

There are approximately 1.1 million persons aged 65 and over not eligible
for OASDI who are receiving benefits under the Railroad Retirement Act, under
the provisions of the Federal Civil Service Act. other programs for retired
civilian and military personnel of the Federal Government, or retirement pro-
grains for State and local government employees.

Close to half a million other persons aged 65 and over are on the Veterans'
Administration rolls receiving compensation or pension payments and not
receiving payments under the OASDI, railroad retirement, or public employee
retirement programs.

About 1.7 million are primarily dependent on public assistance.
There remain about 1 million aged persons with no protection under any

public program. The great majority are widows 72 years of age or over.
Some have consilderalble private resources, but many are supported by children
with family responsibilities that would make it difficult for them to cover
heavy medical bills for parents. As a whole, these persons would be in particular
need of health protection through public means.

Answer to question No. 3
On the basis of such data as we have relating to the Income of OASDI bene-

ficiaries, we would guess that about 10 million of the 11.4 million persons
aged 65 and over and eligible for OASDI would be eligible under the adnin-
istration plan because they either pay no income tax or have adjusted gross
incomes plus social security, railroad retirement, and veterans' benefits amount-
ing to less than $2,500 ($3,800 for a couple) a year.

We do not have the detailed information with regard to amounts of income
from different sources and for those eligible but not drawing benefits that
would be required to make a precise estimate.

Answe- to question No. 4
The estimated level premium cost, on an intermediate cost basis, of providing

the benefits Included In the administration's proposed program to persons eligible
for OASDI benefits who are aged 65 and over is 1.09 percent of taxable payroll
($4,800 tax base).

Answer to question No. 5
The proposal which was discussed with your committee does not make any

special provision for individuals In the year of retirement. It is reasonable to
believe that up to the point of retirement employed persons will, in most instances,
have both the resources and opportunity to secure health protection which would
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carry over into retirement. While this is certainly not true in all cases, the
advantages of an administratively simple test of eligibility, In our Judgment,
outweigh those of a more complex type of provision which would be necessitated
if the year of retirement was given some kind of special treatment. Moreover,
those whose income was less than $2,500 ($3,800 for a couple) would be eligible
to participate In the program.

Answer to question No. 6
Benefits under the proposal would be available "for the following services

* * * to the extent determined by the attending physician to be medically
necessary."

If we can be of further help to you, please let me know.
Sincerely yours,

ARTHUR S. FLEMMINO, Secretary.

Seniator KERR. I want to say I am among those who feel that the
suggestion you have brought to the committee, while I am not in the
position to say to you as of this mnomnent I am either for it or against it,
I am one of those who is glad that you have brought it because it evi-
dences great awakening generally everywhere of a need to recognize
and meet a problem and certainly in my judgment., it contributes to
the sum total of the knowledge that will be before the Congress and
will be of help in assisting the Congress to evaluate the various sug-
gestions which are before it in its sincere effort to find a proper solu-
tion to an actual and pressing problem.

Secretary FLErZMING. Thank you very much.
Senator KERR. I will now yield to the Senator from New Mexico.
Senator ANDERSON. Mr. Secretary, the table 2 which you presented

indicates there is quite a difference in the way States contribute. Do
you think the same factors which you have used to alter a little bit
the amounts which States contribute in public assistance funds apply
in this field properly I

For example, the State of New York will contribute $78 million
against the Government's $46 million. The State of California will
contribute $78.3 million against the Government's $46 million.

Those two States will put up a fourth, it comes out mathematically
exactly one-fourth of the $627.2 millions.

Do you believe the burden is one-fourth in those two States?
Secretary FLEAMtING. Well, Senator Anderson, I appreciate that

this question of an equalization formula is certainly a debatable one
and one on which good arguments could be advanced on both sides.
This committee, of course, has given it very careful consideration in
connection with public assistance.

Then just recently the Senate has passed a bill in the area of Federal
assistance to education, and you included there an equalization formula
that is really a 3 to 1 formula rather than a 2 to I formula. Certainly
there has been a trend on the part of the Congress as we deal with
these Federal-State programs to work into them the equalization
formula.

Now personally I don't have certainly a dogmatic feeling relative to
the exact nature of the formula and also relative to the various factors
that should be taken into consideration. It has been suggested that
in developing an equalization formula in this area you might very
well take into consideration the percentage of aged in a State in
relation to the total population of that State.

Senator ANiWERSON. Precisely. I think that is what Senator Curtis
was trying to get to.
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That the equalization formula which you used in public assistance
might be completely out of line in this field.

Secretary FLEMMING. I think that this is something that should
be explored carefully and I think you can probably identify a series
of factors that would be very relevant to this area, and that would
probably make it work out better.

Senator ANDERSON. I assume from your testimony that the admin-
istration is opposed to any program which would be financed by pay-
roll taxes.

Secretary FLEMING. That is correct.
Senator ANDERSON. I ask that question because I hope to present to

this committee at some stage of its deliberations a program based
upon payroll taxes and it is the position of the administration that
they are opposed to that.

Secretary FLEaMfING. That is correct.
Senator ANDERSON. You suggest in your testimony that your pro-

gram is better because it is determine by an income test as against
a means test.

Do your people who are familiar with social work believe in this
field an income test is preferable to a means test or a means test is
preferable to an income test? How do they come on to this decision
not to use a means test?

You recognize that a man who owns his home, and has $100 a
month is given the same program as a man who has to pay rent, hasn't
got a penny in the world, and who only has $100 a month. You put
them on a parity where the burden of medical care is completely
different from a man who has his own small investment in a home
as compared to a man who has to rent.

Secretary FLEMMING. Senator Anderson, I would be the first one
to agree that when you use an income test no matter how you try to
refine it you do not do complete equity as between the persons who
may be involved in a program.

But what we did was to balance over against that the problem of
the administration of the program, the ease of administration, and
also the possibility of a person being able to participate in a health
insurance program without too much probing going on as to his actual
resources.

In other words, we feel-we recognize that the cutoff point we have
suggested, which is $2,500-$3,800 for a couple-based on an income
test, is probably rough, but we felt that what you would gain admin-
istratively in terms of ease, speed of administration, would offset
some of these other factors that you have identified.

I know, as you indicate, that you cannot do a completely equitable
job except as you go to a means test and, of course, even then you don't
do a completely equitable job but you come closer to it than under an
income test. But considering that this is an insurance program, I
think we are justified in using the income cutoff with the definition
that we have suggested.

I am sure there will be differences on it within our own Department,
and I am sure there are differences outside.

As you know, there have been strenuous objections to the application
of a detailed means test in this area, and I am frank to say I am some-
what sympathetic with those objections.
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Senator ANDERSON. Precisely, and that is why in the suggestion
I hope to make to the committee I use a payroll test where neither a
means nor income test is necessary.

I can only say that after some years as a relief administrator, WPA,
NYA, and a few other things, I found that means tests and income
tests are equally confusing.

Secretary, FLEMMING. T hey are both problems. Our feeling is that
it is not wise to abandon the concept completely as I indicated in my
testimony.

Senator ANDERSON. Well, you allow social security payments to be
made without a means test.

Secretary FLEMMING. That's right.
Senator ANDERSON. If you sought to abandon them completely for

this other program , why not abandon it completely there?
Secret ary FLEM-MING. Well, we feel that the social security program

as it is at the present time, is a -wage related program in which the
benefits are directly related to wages, whereas in a health care program
for the first time you would be moving over into the service benefits
area.

Senator ANDERSON. Would an expenditure of this $978 million, if
the chairman's figures are correct and I have found him pretty accurate
when it comes to counting dollars on expenditures, would that have
a tendency to unbalance the budget?

Secretary FLEiuMING. In my judgment, Senator Anderson, consider-
ing the size of our budget it would be possible to build an expenditure
of that kind into the budget without throwing it out of balance. Of
course, as you realize, it- will take a few years before you would
get up to an exl)enditure of $800 million. All States would have to
be participating and be participating to the maximum.

But I think as a Nation we could certainly afford an expenditure
ultimately of that amount of money in order to deal with this very
pressing human problem.

Senator ANDERSON. Aren't all the State budgets becoming tighter
and tighter with the years?

Secretary FLEMMTHING. I recognize that the State governments are
finding it difficult to handle their fiscal situation. Of course, we recog-
nize that it varies somewhat from State to State.

But our )hilosophy there, Senator Anderson, has been that here is
a pressing human need, and we believe if the Federal Government
puts up the kind of an attractive package that is incorporated in our
program, that the States should be responsive to this need, and will
come in and work out ways and means of matching. We think, as you
consider governmental expenditures generally, that this kind of an
exl)endithire is entitled to a high prioi'ity in the thinking of a State
legislature as well as in the thinking of the Federal Government.

Senator ANIDERSON. Well, there are many high priorities in these
States now. The State of Michigan had some budget troubles a short
time ago, as I recall. This would add $30 million a year to the State's
budget. Could that be lightly taken by a. State legislature?

Secretary FLEMM13ING. Not slightly by any mieani~s, but I do feel
that 

t

Senator ANDERSON. $78 million to the State of California, that is
why I am asking you why you have abandoned the payroll tax ap-
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preach which does not involve the existing budgets of the already
hard-pressed States?

Secretary FLE3M 3ING. Well, I tried to indicate in my testimony
our feeling that we certainly should give very careful consideration
before we put the benefits that are now provided under the social
security system into competition with the kind of benefits that would
be incorporated in this kind of a program. It is altogether possible
that we would find that the possibilities under the payroll tax are
not limitless, and we felt that on balance, considering the fact that
these are service benefits, that it is fairer to finance them out of general
revenues. Certainly as far as the Federal Government is concerned
it men s that they would be financed by relying to a very large degree
on the progressive income tax. We think that that is a fairer thing
to do than it is to throw half of the burden ol earnings of $1,800
or less.

I have just responded to a line of questioning as to whether or not
there are apt to be increases in the benefits that are provided today
for retirement, disability, and survivors under the present OASDI.
I think probably all of us would agree that there will be such im-
provements in that benefit structure.

Now, if we build into it a health insurance program, I know it is
not going to stop at whatever point we start. Of course we will
improve the benefits and of course we will probably adjust the age
requirements as time goes on.

If you put these into competition with one another, it seems one of
two things happen. Either you get your payroll tax up so high that
you get a revolt and get it frozen to a certain extent. Or, in order
to take care of improving your health benefits you don't do what you
feel should be done on the retirement, the disability or the survivors
benefits. It is our feeling it is better to take care of this out of the
general revenues, where I think you have got a fairer tax structure,
when you are considering service benefits of this kind. You place
more of a burden on those in the upper income brackets than you do
on those in the lower income brackets, whereas under social security
you put a very heavy burden on the lower income bracket.

Senator ANDERSON. I would only challenge your feeling that it is
easier to get money by increasing the already high accelerated income
taxes than it is to get it by a payroll tax. I don't try to pit my
experience in this field againstyours, but I would suggest that in 1936
we were having discussions of social security and how it might be
set up. There were many predictions then and many predictions on
the floor of Congress that these payroll taxes were way too high as
initially established. Now they are far beyond it, and there is less
argument about it now than there was in 1936.

And therefore I feel if you are going to try to have any type of
medical care program, it is going to be easier to finance out of a pay-
roll tax than it is out of another burden on the already overburdened
States and the already difficult situation with the Federal budget..
The chairman of this'committee knows that there was quite a li ttle
sentiment in the Senate of the United States to geu rid of some of the
taxes we now have, telegraph, telephone, transportation, and to put
some additional burdens on such as repeal of the dividend credit.
There was a great plea made that these people who are already so



SOCIAL SECURITY AMENDMENTS OF 1960

heavily taxed had to have the dividend credit in order to live and you
feel that an increase in that income tax would be easy to accomplish.
1 couldn't agree with you less.

Secretary FLE31HMMIN. Senator, I think you and I would agree on
this, I am sure, that our Nation is wealthy enough and has enofiilh
resources to assure adequate medical care for its aging. Then comes
the quest ion of how we finance it.

Now I think that we can't overlook the fact that the payroll tax is
also a tax on the economy. If the payroll taxis increased for this
particular purpose, it will take revenue out of every State in the
country, and this, in turn, will have some effect certainly on what the
State is able to do with its own tax structure, what it is able to take
out of its people in addition.

So that it seems to me that we agree that as a Nation we can afford
to take care of these problems that confront us at the present time.

Then comes the question, What is the best way of doing it? Either
way we are taking it out of people. I mean it is an additional tax
burden on people.

I just have the feeling it is a little bit fairer to use the progressive
income tax than it is to throw so much of the burden on these low
earnings of $4,800 or less or if it goes up to $5,400 or $6,000.

Senator ANDERSON. Mr. Chairman, I don't wish to continue if you
wish to go to the joint session. I can only say to you that there are
many people who feel that the payroll tax method permits expansion
which the income tax method does not. You are right up against a
pretty difficult ceiling and you are going to see more pressure rather
than less to reduce it.

hasn't the Treasury taken the position that it wants to see a gradual
reduction of the income tax and reduction gradually in some of these
excise taxes? They admitted they couldn't do it this year.

Secretary FLEtM-MING. I am sure they have taken that position.
Senator ANDEIRSON. So there seems to be an effort to try to reduce

these individual income taxes.
Secretary FiFEvMMIfNo. Again it seems to me as the payroll tax in-

creases the burden will be recognized and there will also be the feeling
either that the payroll tax shouldn't be increased further or that
benefits should not be extended.

In other words, we feel this tax burden, no matter what kind of a
method is used for the purpose of collecting taxes. I don't want to
concede-I might have to ultimately-but I wouldn't want to concede
that it would be absolutely necessary to raise the income tax in order
for the Federal Government to take its share of this problem. Maybe
I an wrong there.

Senator ANDFnSON. If you face a deficit?
Secretary FL u% iNo. If you face it then you have got to do it.
Senator ANDERSON. If you face deficit spending I judge the admin-

istration is not in favor of it.
I judge Senator Butler was not in favor of it.
Secretary FiEMMtINO. Right.
Senator ANDERSON. And $800 is substantial. It is true people

walk in and say if you just raised the postal rates you could get $500
million to balance the budget but nobody has found a way to compel
the Congress to raise that.
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Secretary FLEm3iMo. That is right.
The CHAIRMAN. And then another $800 million comes from States

and localities.
Senator ANDERSON. I wish we had time, Mr. Secretary, to go

through this list of States and pick out the ones that are in desperate
financial need. In 1934, back so many years, I prefer to forget, I
became the first administrator of an emergency school tax in my State.
Nobody wanted to put it on, but they put it on for the narrow emer-
gency of the next few months. You don't have to have me assure you
whether the tax is still there or not.

Secretary FLETMING. No.
Senator ANDERSON. These burdens are becoming greater and greater

and greater and the States are looking for revenue.
The able Senators from New York introduced an amendment the

other day which provided if the Government drops the telephone tax
New York would be glad to pick it up and turn it back into its own
coffers. They need so much money, and yet you are going to take
$78.5 million out of New York per year when this becomes fully
effective. I say I think you picked out a difficult method of financing.

Secretary FLEMM31IN"G. Mr. Chairman, if I might just say on the
point, take the McNamara bill, for example, just as one illustration,
I think the estimated cost there is around a billion-three something
like that. Of course, if we use the payroll tax, then that has got to be
raised and it has got to come from the wage earners in addition to the
employers.

The ChAIRMAN. Senator Douglas?
Senator DOUGLAS. Mr. Flemming, in view of the fact that the State

contributions under your plan would amount to approximately $800
million a year, do you believe that all of the States would voluntarily
accept the plan which youpropose?

Secretary FLEMMING. Senator Douglas, I don't think they would
do it immediately, but, based on the experience that the Federal Gov-
ernment has had with Federal-State programs, particularly in the
health and welfare area, I think that within a reasonably short period
of time they would come in.

Now, the reason I feel that is that I believe it is an attractive pro-
gram that is being offered. I think that there is a very deep-seated

feeling on the part of the citizens of this Nation that something ought
to be done, and I believe that the citizens of the various States would
indicate that in a rather convincing way to their State legislatures.
I know you are interested in the whole Federal-State area. I had a
little study made of the various Federal-State programs that our
Department administers, and it is very interesting to note the number
of States that have come into those programs, sometimes within the
first years. Sometimes it has taken a period of 3 years, and in some
instances they haven't come into it adequately. I would be the first
to admit, for example, that there are seven or eight States that haven't
taken advantage of the vendor payment part of public assistance in
the way in which I had hoped they would have taken advantage of it.
So it is a problem.

I wouldn't deny it.
Senator DOUGLAS. Would there not be States which for a consider-

able period of time would not accept the program and whose aged
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citizens would therefore be excluded from the benefits of the plan
which you propose?

Secretary FLEKUMMING. Well, of course, this is speculating. I don't
know whether I would agree that it would take a considerable period
of time because, again7 I feel that the interest of the citizens within
the States in seeing this problem dealt with in a more adequate man-
ner would express itself to the State legislatures and that they would
come in. Certainly for as long a period as they didn't, you are right.
I mean the citizens in those States would not get the kind of assist-
ance that I think probably both of us agree they should have.

Senator DouGLiAs. Do I understand your plani to be that for those
who are not under old-age assistance that an enrollment fee of $24 P,
year is required from each individual before they will be entitled to
the benefits of the plan ?

Secretary FLEMMItNlG. That is correct.
Senator DOUGLAS. Now, in other words, it would require individual

acceptance ?
SecretaryFLEMTfMINO. That is right.
Senator DOUGLAS. Of the plan, and payment of the $24 a year?
Secretary FLENM.M1ING. Right.
Senator DOuGLAs. Individuals would be free not to make the

payments?
Secretary FLEM MING. That is correct.
Senator DOUGLAS. Now, then, what percentage of the aged persons

do you think would accept the plan, what percentage would refuse
the plan, and what basis do you have for any estimate which you make?

Secretary FLFMMN1ING. Vell, the cost figures that are reflected in the
tables that I have presented to the Chairman and to the members of
the committee rest back on the assumption that 75 percent of those
(not on old-age assistance) that would be eligible to participate would
participate. I think you will recall that under our l)lan, of course, the
4 million who are paying income tax would not be eligible but that
leaves about 12 million, and then about 21/2 million of those are under
public assistance and then the remainder would be eligible for this
program.

WNTe estimated 75 percent of this latter group would participate.
Now, that is subjective judgment, very frankly. However, it, rests

back on the fact we are dealing with a low-income group who certainly
increasingly recognize the seriousness of this problem, and we feel if
they were given this opportunity at least 75 percent would probably
take advantage of it.

Senator DotGLeAs. Let me make this point, if I may. For those who
because. of reasons of pride or otherwise are not on old-age assistance,
but who are very close to the margin themselves, isn't this requirement
of $24 a year one which would cause them to refuse to come under the
l)lan ?

Secretary FLEMMINtOrtN. Well, we felt that putting it at that low figure
that it would not have that effect, but that is a. matter of judgment and
as I indicated in my presentation we are not wedded to the details.
We are certainly perfectly willing to think through a problem of that
kind with the committee.

I think your point is a point that should be weighed carefully. 1We
did weigh'it, and we came out at the $24 point, but here, again, we con-
ceivably could be wrong on that.
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Senator DOUGLAS. According to your figures 20 percent of those who
do not pay income tax, whose incomes therefore are low, would not
choose to come under the plan, and therefore would be excluded from
its benefits.

Secretary FLUMMI1NO. That is the assumption on which we built our
cost figure.

Senator DOUGLAS. Mr. Flemning, you made a very interesting state-
ment that the Federal share of the costs would largely be met from the
income tax, which is arithmetically progressive, or the corporate in-
come tax which is also arithmetically progressive, whereas the payroll
tax would be proportional at least for the incomes covered in the act.
But I hope you are aware of the fact, and I am sure you are, that so
far as State revenues are concerned, that approximately 60 percent of
State revenues are derived from the sales taxes. These sales taxes
are arithmetically regressive, that is, those in the lower incomes pay
a larger proportion of their income in sales taxes than those in the
upper income brackets. So that so far as the State's share is con-
cerned, it would be financed in an arithmetically regressive fashion,
although the Federal share would be financed in an arithmetically
progressive fashion.

In practice, does that vary very much from the proportional system
under social security?

Secretary FLEMMING. Well, I certainly think your statement is a
very fair one. Your observation is a very fair one.

My only hope would be that to the extent that the States had to
raise additional revenue in order to deal with this that they would
rely more on a progressive income tax and less on a sales tax, because
I think we would probably both agree that in many instances the
States probably are not taking full advantage of the possibilities
tinder the income tax.

I know I think it is about 37 States that make some use of it but
in some instances very little use of it. So that I think both of us
would much prefer to see the revenue raised by a reliance on a pro-
gressive approach such as the income tax rather than throwing too
heavy a load on the low-income level.

Senator DOUGLAS. I would like to ask a question about the insuring
unit. As I understand it, each individual could select a private in-
suring company or agency.

Secretary FLEMMING. If he chooses.
Senator DOUGLAs. That is right. How many companies are there

now which write some form of hospital, medical, surgical benefits for
the aged?

Secretary FLEMuMEING. As I indicated, in testimony and in response
to questions, I don't think the record is too good at the present time,
but I do think we have to recognize a trend. I have some figures
here, and I could put the whole exhibit in the record, but let me just
give you some illustrations.

Mutual of Omaha does offer a catastrophic insurance policy which
may be taken out through age 63, guaranteed renewable for life. The
benefit,

Senator DOUGLAS. You will forgive me, Mr. Secretary, I think that
is material that would be inserted in the record. What I am trying
to get at is how many of these private companies now have one plan
or another?
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Secret ary Frt.N.mMNG. We have identified four.
(Note.- The Secretary's reply refers to the four major medical

expeniso policies available as of Maty 1960 on an individual basis to
personis (;5 and over. These are sold by two insurance companies.
A(1Iitioiallv, a large and increasing number of insurance companies
and Blue ("ross-Blue Shield plans ofier ordinary health insurance or
prel)ayinent protection to aged individuals.)

Senator Douoirs. Four?
Secretary ILEr.iN,. And some of the plans are more liberal than

others. I mean they vary, as you would appreciate, in terms of the
lreniiimn. They vary in terms of the deductible, and so on.

Senat Or )oULAs. Is it, not- probable that with the Federal Govern-
nnieit imuet ing the residual costs and more or less underwriting the
l)lans t hat t here would be a big increase in the number of private
COilpanies which would write such policies?

Secretary FL:MMINO. Well, there might be. As you know, our
suggest ion was that, through the Federal-State fund, we agree to
take care of 50 percent up to a total dollar figure of $60. We would
pay 50 percent but not to exceed $60. There are in existence now
somne plans that have

SenIator DOUGLAS. You mean on premiums?
Secretary FLE tMING. Yes. Some policies have a premium rang-

ing from $100 to $130. There are some that have premiums that
are lower than that, but then, of course, the benefits are not as much.

Now, our feeling is that the plan that we present, that is the Federal-
St ate plan, is an attractive package. I think the people who might
exercise this insurance purchase option as contrasted with going
mn(ler the plan are people who will just say, I don't want to have

anything to do with the Government il dealing with this particular
matter. Those people night exercise this option.
Senator DoucLAS. Well, do you foresee any difficult administra-

tive problems when there are 50 States dealing with X numbers of
insurance coml)anies in any given State?

Secretary FLEMM1-INNO. Well, the State wouldn't be dealing with the
company, I mean the individual would buy the policy.

Senator DouoLAs. Yes, but what about the supervision?
Secretary FLEMMINO. Well, the supervision of it would be the

responsibility of the State and that could-
Senator Doucu,%s. And reimbursement, supervision over reim-

bursement, isn't that true?
Secretary FLEMMt31ING. And, of course I don't think the character

of the supervision would be much different than it is now, )ecause
as we know the States do supervise the insurance companies at the
present time. They would add this as an activity that they would
1)e called upo to supervise.

Senator DoITcr,.s. They would really have to supervise very closely,
would they not, because it would lie State funds which would be
expedeuld whereas at. present it is purely a private contract between
lie in(lividual and the insurance company, isn't that true?

Secretary FLEM TI. I tllhilk it might very well lead to a type-
Senator Douc.LAS. *Wouldn't this involh e State authorities checking

hospital bills an(d nursing home bills, and I believe you provide for
l)hysicianls care, too, do you not?
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Secretary FLEmmiNG. Well, we do in our package of benefits.
Senator DOUGLAS. Yes.
Secretary FLEM M N. But it seems to me, Senator Douglas, that if

the individual bought a policy from one of these companies, tie only
thing that the State would be required to do would be to make sure
of the fact that it is a policy dealing with catastrophic illnesses, and
that the matter of how much is paid to hospital, and how much is
paid the doctor and so on would be a matter that would be entirely
in the hands of the insurance company.

Senator DOUGLAS. Even though the Federal Government and the
State governments were underwriting the costs?

Secretary FLEMM31ING. Well, at least the way we conteml)lated it, if
the State government approves the basic policy, what the Govern-
ment is underwriting is 50 percent of the premium but not beyond
$60. In other words, it puts a ceiling in as to how far it is willing to
go, and that is the only thing that it underwrites. Of course it is
underwriting indirectly these other costs.

Now, the thing that the State and the Federal Government would
be interested in would be to make sure of the fact that the person
buying such a policy was getting a policy designed to deal with
catastrophic illnesses. But the actual expenditure of funds to cover
the hospital and the doctor and so on would be by the insurance
company.

Senator DOUGLAS. The Federal and State Governments would
provide premiums and then

Secretary FLEMuN[ING. Up to 50 percent.
Senator DOUGLAS. And would allow the benefits to be determined

between the insurance company and the individual?
Secretary FrEmMINO. That is correct.
Senator DOUGLAS. And give a hunting license to the hospitals and

other groups to make such charges as the insurance companies would
approve, is that right?

Secretary FLEmMtING. As far as this option is concerned, that is
right. But there is a kind of a built-in control there, isn't there, when
the Government says that it will underwrite only up to 50 percent
and not to exceed $60? Now, there has been some confusion on this
point.

Senator DOUGLAS. You mean combined Federal-State contribution
would only be 50 percent?

Secretary FLEM31-MING. Only 50 percent and not to exceed $60.
Senator DOUGLAS. That is not to exceed a total of $60 or $30?
Secretary FLEmMING. No, no, a total of $60.
Senator DOUGLAS. In other words, $30 would then be the combined

Federal-State contribution for the premiumI
Secretary FLEMMnIINo. The combined would be $60, that is the State

$30, Federal $30 in a State having 50-50 matching.
Senator J)OUGLAS. I cannot quite understand this. But why is it

superior to the McNamara plan, for instance, which covers not only
those under social security but also those not fully employed in the
upper age groups outside social security?

Secretary FLEMUMING. Well, certainly the McNamara bill corrects
what I would regard as one of the weaknesses in the Forand bill. The
Forand bill, of course, ignores the 4 million people who are not
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covered by social security. Tile McNamara plan makes provision for
those, and, on the other hand, of course, as long as you use the social
security approach, there would be some people covered under the
McNamara bill, who, I think, we would all probably agree would
not need this kind of protection. But that is inherent in a social
security approach.

I think, also, it is fair to say this, Senator D6uglas, that our pack-
age of benefits that would be available under the program would do
a still better job of taking care of long-term illnesses than would the
McNamara bill. So, to that extent, it is superior.
What we have done is recognize the same need that many others

recognize. We recognize that the time has come for government,
and we think both Federal and State Governments, to become part.-
ners in dealing with this particular need, but we do not feel that it is
wise to use the social security method for dealing with it, but rather
this other type of approach.

Senator 1)ouors. There is one technical question that I am going
to ask, and then I am going to ask another question which may be
somewhat unfair and which if it is unfair you should feel free to re-
fuse to answer.

The technical question that I am going to ask is this: Is it not im-
portant to provide for nursing care in the home by practical nurses,
if necessal. Is there not danger in any plan providing primarily for
meeting hospital costs that we load the hospitals up with people who
are in stages of senility, so that the hospitals really become lot restor-
ative agencies but warehouses for the senile aged? But a ver, large
portion of the aged need someone who will come in during the day,
will fix them up, and so forth, and get them on their way?

Secretary FAWN IING. Senator Douglas, I couldn't agree with you
inore, and I think that however we work this out as a government,
this is something we must keep in mind. This would be one of my
principal objections, for example, to the Forand bill, because the
emphasis is entirely on hospital care and surgical costs.

Senator DoUGLAS. May I interrupt you a moment to say this is not
a defect in the MeNamara bill because the McNamara bill provides
for 90 days of hospital care or 180 days of nursing home care, or 240
days of nursing in the home, and the unused portions of the hospital
care can be shifted to the home nursing.

Secretary FrE.UrNiNo. The McNaina .ra bill, in my judgment, on
that particular point certainly moves in the right'direction, but I
might also say that the package of benefits that we have presented
goes even further in that particular direction.

Senator DOUGLAs. The package of benefits which you present in-
cludes physicians care, isn't that true?

Secretary FLEHMING. That is correct.
Senator DoorirLAs. Tie McNamara bill is confined really to nursing

cale.
Secretary Fr.r.MsfNc,. That is right.
Senator Douor,,%s. Now what alout the American Medical Associa-

tion being enthusiastic on meeting physicians costs by this group
system?

Secretary Fr, r iNo. lirell, I think, as I stated in response to an
earlier question, I know they are not, enthusiastic about. our pog'ramn.
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They have so indicated. But, Senator Douglas, I think that as the
Federal Government moves into this area, we have got to be very
careful not to make a mistake on this point, because there are many
people who can be taken care of adequately in the home.

Senator DoUGLAS. Yes.
Secretary FLEMMING. And to say to those people, "The only way

you can get assistance in covering the cost of illness is to go to a hospital
or even a nursing home" just doesn't make good sense. Wlat we are
going to do it overburden our hospitals, and of course, our nursing
homes, which we haven't got enough of anyhow. You and I are in
complete agreement there, that whatever package of benefits is made
available under whatever method, it should place just as much em-
phasis on home care as it does on institutional care.

Senator DOUOLAS. I am very glad to hear you say that, Mr. Flem-
rning. I personally would be willing to accept a reduction in the num-
ber of days of hospital care provided under the McNamara bill and
an increase in the number of days of home nursing, but there is an-
other question I wanted to ask to follow this up. If you make this
matter one simply of contract between the insurance companies and
individual, can you be certain that you will get proper emphasis on
home nursing? wouldn't the tendency be to play up hospital care?
Blue Cross has been a great bon to the hospitals of this country. Now
if you have still further extension of this, isn't that going to throw the
emphasis upon the hospital care which can be supervised by an in-
suring agency to some degree, rather than on home nursing which is
more difficult to supervise and administer and get more needy ?

Secretary FLEMMIN.. Senator Doudas, I am glad you have asked
that question because I was afraid a little while ago that possibly one
important aspect of our plan is not clear.

Our major plan, that is, the Federal-State plan which would provide
all of these benefits that I have been talking about, is not. a plan that
would be administered by insurance companies. That plan would be
administered by the State governments. Now, the State government
could, of course, as some have in the public assistance area, contract
with the Blue Cross or somebody else to carry out the plan, but it
wouldn't be the Blue Cross or the insurance companies plan. It would
be the plan provided for in the law as we would contemplate it.

Now the only point at which the insurance company would come into
the picture is if an individual, instead of coming under this plan which
would provide this comprehensive system of benefits, decided that he
would rather operate under a private policy, either a Blue Shield or
private commercial company policy. Ile could exercise that as an
option and then he would only get tie benefits that were provided for
by that particular policy. On the basis of presently available policies,my assumption would be that the benefits that would be available to

hiln under that policy would be much less than the benefits that are
incorl)orated in our plan. As far as our plan is concerned which we
assnit1e. would atltact a great many of the persons partici rating, the
Stifle. would administer it under a,' Federal law which would make it
very clear that if the State plan was going to be approved, it would
have to include a schedule of benefits such as that set forth in my
testimony.



SOCIAL SECURITY AMENDMENTS OF 1960

Senator DOUGIAS. Well, wouldn't it be simpler if you want to lay
down Federal standards throwing the emphasis on home nursing, to
have it done in Federal law through social security rather than to
depend upon a maze of administrative rulings by the Federal Gov-
ernment, the State governments, and of agreements between individ-
uals and insurance companies?

*We could write a statute on the social security basis very simply.
But when you get caught in this 50 State, Federal Government, X
numbers of insurance companies, X numbers of persons voluntarily
acepting the plan, frankly I think you get into a perfect adininistra-
tive maze.

Secretary FLEMM3ING. Well, Senator Douglas, let me a gain say that,
as far as our basic plan is concerned, we don't have to deal with the
insurance companies at all. They are out of the picture. We do have
to deal with the 50 States. But the 50 States-

Senator DoUGLAs. The 50 States will have to deal with the insurance
company.

Secretary FLEINIG. No, they don't have to deal with any. I am
not getting through on this.

Senator DoUaLAs. You are going to have it done by insurance com-
panies, the Federal Government doesn't deal with the insurance com-
pany, the States dont deal with the insurance companies, who does
deal with them, are they suspended in the air without any visible
means of support?

Secretary FLr.fING. I know there have been stories written about
our plan wich suggest that it is a plan which is to be administered by
the insurance companies; but it is not. It is a Federal-State program
to be administered by the State governments, and the State govern-
ments have got to submit to the Federal Government a plan which
would conform with the provisions of the law. Once that plan is
approved, then the State governments go ahead and administer them.
There are no insurance companies in the picture at all as far as this
package of benefits is concerned.

Senator DOUGLAS. Has anyone introduced your plan?
Secretary FLEMMING. No; we had discussion on that, but I have

given the committee a bill which does incorporate it.
Senator DOUGLAS. You have not yet found a legislative father?
Secretary FLE.MM.ING.- It will be introduced, I can assure you of that.
Senator DOUGLAS. It will be introduced?
Secretary FLEM-M-ING. I can assure you of that. Senator Douglas, I

appreciate, from what the chairman said, this does not probably put
me in too strong a position on this point, but actually this, as you
know, this evolved out of about 10 weeks' sessions with the Ways and
Means Committee, and they were in executive session all the way along
the line, and we presented the outline of the plan just as we have pre-
sented it to you. It is perfectly clear fromthe House bill that they
did not accept this plan nor did they accept the Forand bill, so it was
not necessary to introduce a bill in the House.

The Ch,\M... Was a vote taken on it in the committee, do you
kinow?

Secretary FLEMMING. The only things they voted on were one or
two modifications of the Forand bill [ind what came out of the
(1011111iittee.
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I hope, Senator Douglas, for the sake of keeping the record straight,
that I have made the point clear that under our plan you would write
into the law itself this benefit package. Then you would say to a
State: "If you are going to participate in a plan, if you are going to
get Federal funds, you have got to present a plan which incorporates
this schedule of benefits which would be available to any person who
pays $24." The only point at which the insurance company comes in
is indicated in my statement. There it says that each State would
provide that an aged person eligible for participation in the program
could elect-that is inlieu of paying his $24 fee and getting the benefits
that are listed-
could elect to purchase from a private group a major medical expense Insurance
policy with the understanding that 50 percent of the costs would be paid for
him from Federal-State matching funds up to a maximum of $60. The States
would be responsible for establishing the minimum specification for such policy
in accordance with broad standards established by the Federal Government.

But the person who wants to come in and pay this $24 is the person
who would get from the State the kind of benefits that I have listed
on page 13 and I think you can see that they are worked out in such
a way as to achieve the objective you and I talked about. They include,
hospital care up to a limit of 180 days. Then they include skilled
nursing homes, physicians, outpatient hospital services, organized
home care, private duty nursing services, physical restorative services
and dental treatment. There are limits on laboratory and X-rays,
not to exceed $200 and prescribed drugs not in excess of $350. Now
that package is developed in such a way as to be of maximum help to
the person who is involved in a 1-year, 2-year, 3-year, long-term ill-
ness. Of all of the plans that are before the Congress at the present
time, this one would go further in taking care of that situation than
any of the others.

I admit that the others would do more in dealing with first dollar
costs.

Senator DOUGLAS. Now, Mr. Flemming, this may not be a question
that you want to answer, but it is a question I would like to ask.

Suppose we could have a plan providing substantially the same
package of benefits that you propose, based )rimarily, however, upon
social security with supplemental payments by the FiPederal Govern-
ment or Federal Government and States, for those outside of social
security, not fully employed, how bitter would be your opposition to
that alternative? [Laughter.]

Secretary FLEM-31ING. Well, I think the President has made clear in
his public statements, and I tried to make clear in my presentation
to the committee, that we are opposed to traveling the social security
route.

The ClTAIIRMAN. You are opposed to the Forand bill?
Secretary FLEMMING. Yes, sir.
Senator DOUGLAS. You would be opposed-I think you have an-

swered the question. In other words you are opposed to any use of
the social security approach?

Secretary FLEMi I iNo. That is correct. There is another bill pend-
ing before this committee. I think it was introduced yesterday by
Senator Javits anld seven or eight of his colleagues. Now that ap-

5S3s17-60-8
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preach is somewhat similar to our approach. It does not agree at all
points but philosophically-

Senator 1)ouor,.%s. I thought there had been some process of capil-
lary exchange of information between Senator Javits and the Depart-
ment of Health, Education, and Welfare when he introduced that
bill?

Secretary FL.nt-miNG. Well, let me put it this way: I don't think
it would be (ilicult for us to reach an agreement with Senator Javits
and those who are sl)onsoring his bill.

Senator l)oUILAs. But let me make one final point.
In other words, your basic objection to the McNamara bill is not

ina(lequacy of benefits or the fact that it meets the first dollar costs
and does not confine itself to the later dollar costs, but to the fact
that it, chooses the social security approach, and even if we were
to accept all of these other suggestions of yours, but were to operate
primarily through social security, )lus some Federal or State funds
for those outside social security, you would still be compelled--and
I use the word "compelled"-to oppose it.

Secretary FILEMtING. We would el)pose it. Senator Douglas, I
think I should say this also in response to your question: We believe
very firmly in this concept of a deductible in this picture, and then
in the concept of some cost sharing, because with those two in for
the same amount of money, you can go much further in dealing with
the long-term illness. We feel that the real )rol)lem here is the long-
term illness.

Senator Dotuor,.s. Mr. Chairman, I thank you. And I thank you.
The CiM.N. Mr. Flemming, I think Senator Anderson asked

you whether you thought this would be a deficit and I understood you
to say that you did not.

I w ould like to cal attention to the fact that this morning there was
a statement made by the Treasury of an anticipated surplus of $300
million or more and" had this bill, costing $876 million been in opera-
tion, there would then be a deficit of about $500 million..

Secretary FrEa.uNo. Well, Senator Byrd, in responding to the
question iii that way, I assumed that if we were faced with the neces-
sity of working an itom of this kind into the budget that we nidoubt-
edly would have to make some other hard decisions, on things that we
would not finance and would not support, in order to support this
kind of a program.

That. is what I meant by saying that I believed that-you could
The CT,\mmmr,\N. In other words, you think this would bring about

an increase in taxes?
Secretary FLmE:3rmixv.. Well, it could, but it might bring about a

reduction in some other expenditures, too.
The CIT~kIIMAN .r.. What other expenditures?
Secretary Frx.:ItixN(. Well, I me'a it is just possible that
The Ci.'Mmr.x. I haven't seen any expenditures reduced around

here for a ]lb.v time.
Secretary FtM INo. I realized when I made that statement on the

basis of your experience and observation you would greet it with someskept! icisni.
The ( .\l..\ ."Yes.

Secretary ' LE::,.. Nevertheless, , in the development of a budget
it is comeial)le they mig-ht )e able to do it.
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The CHAIRMrAN. You realize there is a tremendous resistance to
increased taxes; taxes already are nearly confiscatory.

I think you indicated you wanted taxes increased in the higher
brackets. A man who has an income now of $80,000 or more pays
92 percent above the $80,000.

That destroys the incentive to invest in enterprises, and so forth.
Secretary FLEMMING. ell, Senator Byrd, the point I was trying

to make is that I would rather, in order to obtain additional revenue
to deal with a problem of this kind, I would rather rely on the progres-
sive income tax than I would rely on the payroll tax under social
security. That was my point.

The'CHAIRM3AN. The income tax is a very severe tax as it is now
collected.

Secretary FLEMMING. That is correct.
T he CH,\IRAN. It starts at 18 to 20 percent in the very low brackets,

and the middle-group people, the middle $10,000 an'd $15,000 and
$20,000 people, they pay a terrific tax because their brackets are so
close together.

Secretary Fi.1rM1N Right.
The CHAI miAN. Wlhen you get up around to $40,000 or $50,000, you

pay 60 percent; when you get above $80,000, as I have just said, you
pay 92 l)ercent: and if you increase those taxes much more, you are
going to destroy the incentive so necessary to the business enterprise
system.

Secretary FT.E INO. Senator, the point I was trying to make with
Senator Anderson is that you don't relieve peol)le of a. tax burden
by stepping up the payroll tax. That still is a substantial burden
also. It is a burden on our economy and that has got to be taken into
consideration when we face a problem of this kind.

In other words, there seems to be a feeling in some quarters that
if we don't take this out of general revenue but get the revenue by a
payroll tax that we are relieving ourselves of a tax burden. That I
(lon't see at all.

I mean it seems to me that is also a heavy tax burden.
The CAInMAbr. Now, if you can't answer this immediately put it

in the record, this $876 million of new expenditures, which would be
brought about by your proposal, what increase is that percentagewise
on the present expenditures for this purpose?

Secretary Fr,IlEM-ri1NG. Well, of course, as far as the health insurance
program is concerned, we don't have any comparable expenditures at
all at the present time. Title VI, its additional expenditures of
$375 million would be related, I assume to the $2 billion that is now
appropriated for the public assistance programs generally. But the
health insurance program would be a bran lnew type of expenditure
and it would be a little hard to relate that with something else.

The C1mTAi.NrAN. Could you give it percentagewise, is it 100-percent
increase or what is it? Aie we going into a completely new field?

Secretary FLEMMINO. It is a new area really. That is why I find it
at little difficult to relate it. to something you see. The $375 million
vou can relate very accurately to the $2 billion.

The C1TAI rhN. There are some expenditures in some of these
categories.
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Secretary FLMMNO. That would be about 19, 20 percent there.
The CHAIINIMAN. But the administration recommendations are in a

new field; are they not?
Secretary FrLE INvG ,. Yes.
The Cjtm,%iir.%.,,. That would be 100-percent increase in those fields.
Secretary FF,-ruNc. That. is right.
The CjmAi.NtAN. Senator 1Hartke?
Senator IIuw;'uE. Mr. Chairman, I want to thank you for giving me

a chance.
M[a ,be you can hear me all right; can you?
Secret ary FI Nt . Yes.
Senator IIAi'rKE. 1 think you are to be commended for doing

such a fine job in your statement of outlining the basic need of these
people, and I think that you are to be commended for reiterating the
fact that there is a present need and a human need here.

What I wondered about is when did the Department of Health,
Education, and Welfare and this administration become so acutely
awa re of this present human need ?

Secretary FE, I.Nr-NC. Well, the first time that the Department of
health, Education, and Welfare made a recommendation in this
area was in 1954, a recommendation that was reported out by the
Iouse Interstate and Foreign Commerce Committee-

The CIIAtIIrAN. Senator Ifartke--
Secretary F.Er. And it. was turned down by the House. The

Semite Labor and Public Welfare Committee also reported it. out, but
as I underst and it no act ion was taken on the floor of the Senate.

The C'm,\m.xN. Senator Ilartke, we now find we have to call the
Secretary back at 2: 30 because there are several Senators who desire
to (&est ion him. I am compelled to leave for a very important en-
gagtent in my office. Would you l)refer to continue your questions
low Ai this afternoon ?

Sel tor I.IITKE. I have no desire.
Th Clzmr -,N11 . Is it entirely satisfactory if you will excuse me?
Sn Ittor ITLRTHE. Whatever the chairman desires.
Seclietary FLEMMU% G. Would you like me back at, 2:30?
ThI ('CHAImAN. Yes.
(2i iereulon, at 1:15 p.m., the hearing was recessed to reconvene at

0. : 0 .pm. of the same day.)

A IrErNoo SESSION

ie (op,'in ,.[x. 1he meeting will come to order. I submit for the

record t report, received front the U.S. Department of Labor com-
uenting the pending bill.

(The report referre(f to follows:)
U.S. J)ErPARTMEN'r OF LAIBOR,

OFFICE OF TIE SECRETARY,

W1'ashingon, July 1, 1960.
11111. HTARnRY F. BnYID,

('ii irman, (oninittee on Finance,
. i,,ate, Washington, D.C.
lLAr SENATOR BYRD: This Is In further reply to your request for our comi-

ments on 11.11. 12580, the "Social Security Amendmonts of I60," which was ap-
proved by the louse on June 23. Tlil, bill Is an omnibus bill which makes
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numerous changes in the social security and employment security systems, and
which adds provisions for health care for the aged.

The Department of Labor concurs in general with the objectives of this bill.
Our responsibility lies particularly with the title V provisions dealing with the
employment security system which is administered by this Department. We
note with approval that this title makes a number of desirable changes. These
include the J)epartment's recommendations with respect to earmarking the
Federal unemployment tax; building up the Federal unemployment account to
$550 million or 0.4 percent of aggregate State taxable payrolls, whichever Is
larger; building up an administration account of $250 million; tightening up
the conditions for advances to States and repayment of such advances; making
Puerto Rico a part of the Federal-State unemployment compensation system;
and several minor extensions of coverage. The bill does not adopt the Depart-
nient's recomnmendations that employers be covered regardless of size, that non-
profit employers be covered, and that the tax base ibe Increased to $4,200. In-
stead, the bill increases the Federal unemployment tax by 0.1 percent, tile entire
increase to ibe collected by the Federal Government.

There is one provision of title V over which this Department is deeply con.
'erned. This is the provision which imposes a $350 million ceiling on appro.
priations for employment security administration by State agencies. Since
expenditures are now very close to the proposed ceiling, In all probability the
inevitable Increase in costs would nmke an amendment of the Social security
Act necessary in the near future. Little room would be left for inevitable In-
creases in the costs of operations caused by the constantly expanding number of
workers and employers, or for temporary increases iii costs due to changes in
employment levels.

The )epartment of Labor concurs im the objective of title VI of H.R. 12580
which amends the Social Security Act to provide for a Federal-State voluntary
system of medical services for certain needy aged. We defer, however, to the
apartmentt of Hlealth, Education, and Welfare as to the technical aspects of

these provisions.
We also concur in general with the objective of the amendments of the Social

Security Act provided by 11.11. 12580 but again defer to the Department of
Health, Education, and Welfare on the particular provisions.

The Bureau of the Budget advises that it has no objection to the submission
of this report.

Sincerely yours,
JAMES P. MITCe1ELL,

Secretary of Labor.

The CHAIRMAN. We are honored today in having the Senator from
Mfichigan, Senator MoNamara, the first witness; will you take a seat,
Senator, and proceed?

STATEMENT OF HON. PAT McNAMARA, U.S. SENATOR FROM THE
STATE OF MICHIGAN

Senator McNAMAA. Mlr. Chairman, I understand you are ready to
proceed.The CHAIRAIN. Go ahead, Senator.

Senator McNA'MARA. I have with me Mr. Sidney Spector, who is
staff director of the Subcommittee on Problems of the Aged and Ag-
ing of the Labor and Public Welfare Committee.

Mr. Chairman, yesterday, in response to what was then the plan
of your committee, I submitted a brief written statement, in behalf
of m y medical insurance proposal, which has been submitted as amend-
ment 6-2--60--C to 11."R. 12580.

(Copy of this amendment, with analysis and departmental report
thereon, appears on p. 451.)
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Senate or 1IICNAM.BA. Now, however, since you have called hearings
on tie bill, I will take this opl)ortunity to present some a(litional
remarks.

I would ask that my previous statement be made part of the hearing
record, siice it complements the remarks I am making today.

(Tie brief written statement referred to follows:)

ST'rTEMENT OF SENATOR PAT M1cNANMIA, TO TlE SENATE FINANCE COMMITTEE
oN 11.1t. 125S0

Mr. Chairman, the Committee on Finance bIs before it an amendment
(6-24-0-C) to 11.11. 12580. submitted by myself and 23 other Senators. The
contents of this ailendillent are essentially the saine as S. 3503, pending before
the comitllttee slice May 6.

I will not, in Ihis brief statement, attempt to provide a full explanation of the
proposed amendment. A lengthy address I made before the Senate when S. 35)3
(identical with amendment 6-2t--J0-(C) was introduced is attached, along with
con)arisons, analyses and other Iaterial.

III short, however, the amendment proposes a system of medical Insurance for
America's elderly retired citizens. It would provide coverage for approximately
14.8 million persons.

Benefits would include hospitalization, nursing home care, home heIalth, and
diagnostic services and assistance in l)ayment for very expensive drugs. It
wouli not include the fees charged by an individual's doctor.

Financing of the plan for the great majority of the beneficiaries would be
through a payroll deduction of one-fourth of 1 percent each for ti employee
and employer amid three-eighths of 1 percent for self-employed persons. These
funds would be placed inI a special "medical insurance trust fund." Protection
for the remainder would be financed by payments from the general fund tuft,
the trust fund. It is estimated that this portion would cost $350 million a year,
of which approximately $132 million would be "new" expenditures not now
made under existing public assistance or veterans programs. It is expected
that this figure would be reduced as the number of persons outside the OASI
system declines in years a head.

So much for a brief (lesciliptlon of the provisions. I would like to emphasize
to your committee that this is not 'a hastily drown proposal, submitted tit the last
moment for effect. While we make no claims of perfection, we can look with
genuine satisfaction to the vast amount of effort which has gone into this pro-
)osal.

It Is the result of more than a year's work by the Senate Subconunittee on
Problems of the Aged and. Aging. It reflects the thinking of Imaity experts it
this field, and we feel the benefit schedule Is a balanced one and financing
methods are Soull(l ain(h workable.

Above all, however, we are convinced that our proposal answers the need.
That the nved exists Is no longer challengeable, in our estimation. The files and
transcripts of the Subcommittee on Problems of the Aged and Aging are full
of overpowering evidence of the kind of health probletns affecting the elderly,
and of their inability to ad(lquately finance their own medical care.

It is encouraging that the need for health protection for the elderly is so well
established that the only real argument remaining Is over tile form the protec-
tion should take. In the past year, a number of proposals have been offered.
Sone of these stress the "voluntary" approach, subsidization of private insurance
programs Federal-State plans or additiomll assistance In charity eases only.

These proposals have one or more serious flaws. They ar either ineflicient,
umacceltable in too many States, deficient in benefits, or they offer their protec-
tion only to those vho are "fortunate" enough to prove they are pliupers.

We ltily believe thm t health protection for the elderly must be established o
ml ilnsu'alice basis so that it Is ill earned right of the American citizen. We are
coinvinmed that the vast imijority of the Anerican people are perfectly willing to
finance their future health care at a time whenl they call afford to (10 so-while
they are employed. The most logical and ellicient way to accomplish this is
through a payroll deduction plah.

To apply a means test. to require the surrendering of dignity and wordly
possess imls to Iecolne a charity patient, Is repugnant to the American concept
mind desire for an abundant and secure retirement for Its elderly citizens.
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It Is, I believe, completely evident to the Congress and to the Nation that the
next major piece of social legislation enacted will be health Insurance for the
elderly. It will take Its place with the original Social Security Act, the wage
md. hours law. and the Emlployment Act of 1940 as keystones of America's In-
ternal greatness aad Its willingness to meet domestic responsibilities.

Those who protest the establishment of a health insurance program are, at
best, fighting only a delaying action. They will not be able to prevent the adop-
tion of a prograin. The major questions remaining are: When will adoption
conio and what will the program contain?

Although presumably only a few inore days remain of the 86th Congress, we
have the opportunity and the time to pass a proper niedical-care program. The
hearings and the studies held by both Houses of Congress should contain the
answers to any questions of detail or content.

I respectfully urge the Committee on Finance to heed the tremendous popular
dennmnd and the factual need for a health insurance program for the elderly.
But, just as Iml)ortant, I urge that the program we adopt be broad enough to do
the job that must be done. We are confident that our amendment contains such
a program.

Senator McNamara, I would like, in these brief comments, to
enumerate some of the defects of the title VI of 11.11. 12580, the medi-
cal care section, and to point out that, standing alone, it does not
begin to fill the need.

First, it ignores altogether the basic idea behind social insurance,
that payments should be made before, and not during, retirement.

Under 11.R. 12580, those aged who are not covered by the bill would
be paying Federal, State, and local taxes, for the health care of the
remaining aged citizens coming under the bill, receiving nothing
tlemmsel ,es.

Second, the House bill rests on the undependable formula of State
matching funds, on a year to year basis, with absolutely no assurance
of full participation by each and every State.

Objective study by the American; Public Welfare Association re-
veals that only 15-20 States now can provide average medical care,
for recipients of old-age assistance.

Third, the proposal contains a primitive throwback-to the out-
mnoded philosophy of the means test. This would penalize those aged
who have been provident enough to accumulate some savings and
property of their own.

To make matters worse, each State would be allowed to set up its
own separate criteria of who could be eligible.

As another unhappy consequence, millions of elderly citizens would
be omitted from protection, despite their inability to afford premium
costs for really adequate private insurance.

Fouirtlh, it 'can only aggravate the problem of having to pay for
the aged's medical care costs through relief and assistance programs.

It means adding to the burdens of the general revenues of the
Federal. State, and local governments.

Fifth, no standards of benefits are established, and each State can
offer as little as it cares to provide in health benefits to its medical
indigents.

Benefits would not be determined by the needs of the elderly, but
by the coffers of and values of the State. This would not be true if
we adopted I lie social ilnsuria nec method.

Sixth, few States, if any, would apl)ropriate enough out of their
limited resources to finance a program of preventive and restorative
health services.
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Elderly men'and women, now and in the future, will delay and avoid
pro per medical atteiition because of their well-founded worries about
the heavy expenses of adequate medical care.

These are six major reasons why I firmly believe we cannot permit
title VI of the bill to be adopted as the answer of the 86th Congress
to the health needs of the elderly.

The provisions of the Hiouse bill would assist only a fraction of those
who need help, and even that assistance is extremely limited and
loaded with fislihooks.

Naturally, I am proud of the medical care program which 23 of my
colleagues and I have pending before this committee-as S. 3503 and
as an amendment to H.R. 12580.

We believe that this program answers the need, and does so in the
best possible way, through the social insurance approach.

However, we are not'blinded by any pride, of authorship. We rec-
ogfiize that there are other proposalss which adopt the same basic
principles.

The important issue before this committee, and before the Senate
and the Congress, is the adoption of a genuine medical insurance pro-
gram that will benefit the majority of our elderly citizens.

This is a, challenge to all of us, and one which I do not think we
can allord to fail.

Mr. Chairman, I have prepared or had prepared a brief analysis
of our bill, and I would like to submit it at this time for the record.

(The analyses referred to follow:)

MEORANDUM BY SENATOR PAT MCNA.MARA, CHAIRMAN, SENATE SUBCOMMITTEE
ON PROBLEMS OF TIlE AGED AND AGING

ANALYSTS: RETIRED PERSONS 'MEDICAL INSURANCE ACT

Major provisions
1. Cover under a system of prepaid health Insurance all "retired aged" (men
3. One hundred and eighty days care in a skilled nursing home, or
2. Provide for 90 days of hospital care per year, or
3. One hundred and eighty days in a skilled nursing home, or
4. Two hundred and forty days of care at home in a supervised home health

Program.
5. Provide diagnostic outpatient services for such items as laboratory tests

and X-rays.
0. Pay for a portion of the cost of very expensive drugs.
7. Provide for research and demonstration programs to improve quality and

efficiency of health care.

Relevant data bcarig on the above provisions follow
1. We estimate that this bill will cover 14.8 million men and women as

follows:
11.3 million OASI beneficiaries.
1.7 million who are receiving old-age assistance and no OASI.
1.8 million other retired aged-men over (15 and women over 62.

The act would exclude from Its coverage all men and women and their
spouses who are working full time. In the ordinary case, these men and women
will be covered by a group health insurance policy. The bill is thus limited to
th retired aged.

2. E.timatcs of cost for the above provisios
Total cost, computed as conservatively as possible, is estimated at $1,578 mil-

lion or $106 per capita (i.e.. per retired person).
11.3 million OAS[ beneficiaries would be financed by a one-quarter percent

Increase In the social security tax oi the employee and employer.

110



SOCIAL SECURITY AMENDMENTS OF 1960 111

1.7 million old-age assistance recipients would cost $180 million to come
from general revenue fund.

1.8 million other persons would cost $190 million; to come from general
revenue fund.

S. Hospitalization
This bill provides for 90 days hospitalization for the aged but alms at reducing

excessive use of hospitals through the following features:
Provision is made for diagnostic services as a preventive program.
An incentive is provided to use nursing homes and home health services in-

stead of hospitals when not needed.
/1. Skilled n nursing honie care

For each day of unused hospital care, the bill provides 2 days of care in a
skilled nursing home following a physician's certification. Total days author-
ized, 180.
5. Home health services

For each day of unused hospital care, the bill provides 22 days of home health
services by a community-sponsored agency. Total days authorized, 240.
6. Outpatient diagnostic services

The bill provides for preventive services through early diagnosis of incipient
illness by means of X-ray and other laboratory tests.
7. Very expensive drug

A portion of the cost of very expensive drugs prescribed by a physician using
generic names is included in the insurance program. The amount and kind of
coverage Is to be determined by the Secretary after a year's study.
8. Effective date

The bill would provide for phasing the effective dates of the various benefits
so as to provide an opportunity to build up the financing fund, conduct adequate
planing, and develop the necessary facilities:

Hospitalization effective July 1, 1961, and not later than January 1, 1962.
Nursing homes, January 1, 1963, and not later than July 1, 1963.
Home health services, January 1, 1962, and not later than July 1, 1962.
Diagnostic outpatient services, July 1, 1961, and not later than January

1,1962.
Very expensive medicines, July 1, 1962, and not later than January 1,

1963.
The Secretary of HEW would be authorized to designate the dates within these

periods when the act would be effective.
9. Sunzmary of costs'

The one-fourth percent increase on the OASDI tax on employer and employee
and three-eighths percent on the self-employed would be sufficient to finance the
medical benefits for the retired OASI beneficiaries.

Three hundred and seventy million dollars from the general fund would finance
the medical benefits for those not eligible for OASI benefits.

Partially offsetting this $370 million appropriation are current Federal expendi-
tures for-

Million
Medical care under old-age assistance ----------------------------- $153
Medical care for other groups who would be covered ------------------ 85

Thus, it is estimated that net additional costs to the Federal Government would
be approximately $132 million.
10. Research and deinostration

The bill would direct the Secretary of HEW to conduct research on the
health care of older persons and on improvements in the quality and effi-
ciency of health services.

The Secretary is also authorized to conduct appropriate demonstration pro-
grams on how to meet the health needs of older persons as effectively and effi-
ciently as possible in their communities.



112 SOCIAL SECURITY AMENI)MENTS OF 1960

II. 01 hE i11)pItal ut jprori-ou8

Persons receiviiig social security benellts or old-age ai.sistance payments are
ajimotmtivally eligible for benefits. Other ldividlimiis who have not eaeitd in
tilt preceding nimith moire tlim tile aniount set ii the retirement test under OASI
will bl. covere~d.

The Secretary Is to publish annually a listing of hospitals, nursing homes,
1111d hmliie health agencies which are included for payments tnder the act.
It is expected tlat for hospitals, the Secretary may use the AJIA accrediting
service; and that for nursing homes, only those will he Included which meet
adeqiiate standards for (are and rehabilitation.

State health agencies can be given authority to Inspect whether standards
are being met aild whether professional services are adequate.

The bill authorizes the Secretary of IIEW to administer the act with a na-
tiona l health service advisory council.

The Secretary may use the services of private nonprofit organizations In
administering the program.

Railroad Retirement and Jyede-al employe- pensioners could come under
the program at any tliie)iil-h legislation is enacted.

tE''II) PIlltSONS M1EI'ICAL INSUJIANCIH )ACT

(Iltrtfduced by Seattor Pat May 6, 90)"

riTm.F I-..-A.ME.NuM ENT/,T1'rTlM 11 b TIE SeClIiL SEURITY A'Of

This bill Is Al aiaentiieftt to title! II of lhe Sotthl Security Act to provide
iiedic. Insur4ime benelltS to aged be eLtti£' 4s under the OASDI progr fit.Set liin 10L~Aa) of (ie bill -povidea1jit iiewVv"ection in the Social X'ecur ty Act
under whicl provision Is made for,,ti poymni of medical insurance b nelits
to.4 agedl b!en ciatries.tnder the OAS ro t ,,,.

NiI)cm j, P FNEI T

We,.,. 22; (a) ) t , f ....ig
i",trd , lit d e eligible for medical "sur.

Retire 1 roiis l , to 0A k beiilt. ts /
a.ice hem-lit. ti der thlig bill If have reehed PtrOago of 62 for wom and
115 for in. \'

A spoiise h )o recoivep..piore tiaii oie-JU ilU-Ip rt from his or her ligible
ilioiise for a 3-'ar which begati iio earlier t man the calendar ,6ar lrece lig the
dleenhident Slioi O's alttalilnient of age 62 fo woaie i, age 6,5 for iien, wouldd be
eligile for niodi tlI 111811-1111(e11e b lol~s it '-4 on

An alplihation\or laYtnentliust be file( in ti t forli and niaiper, and by
such persotil as shall rescrlb( M.V the Secre ary of I -W.

&ce. 226 (a) (2) -Kf ns of benefits /
Medial insurance behelits are to Include hospital serylces, ntrsing lllone

services, home health serves, diagostie outpatient serve Jctg, and very expensive
drugs.----------------------------
ee. 226 (a) (3) -Deflnition of retirement
The bill dflhnes a retired OASI beneficiary its (a) anyone who had total

earnings of less than $2,000 Il a calendar year precedilng Illness, or (b) anyone
in the above ages who dh1 not earn more than $100 In wages and was not self-
employed Ii 3 months in a calendar year preceding his illness, or (c) had at-
taliied age 72. The calendar year could not be earlier than the calendar year
)receding at talnient of age (2 for women and 65 for men.
For uIrlses of the definition of retirement under this section an Individual

shall lie deemed not to have engaged in self-employment In any month In which
lie readers services In his business in less than 8 days during .that nioith.

Sce. 226(a) (.i )-Amount of beneflts
IIosplital services: 90 datys in any calendar year.
Nursing home services 180 days.
Hlome health services: 240 datys.
I)iagnostie services to tie extent established by regulation of the Secretary

of IIEV after study and consultation with the Advisory Council.
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Very expensive drugs only to the extent set by the Secretary li regulations
after s tudy of tle subject ind coistiltaihut wth Ih tle Advisory Council.

This paragraph also defines one unit of service as (a) I hospital day or (b)
2 days of nursing home service or ( c) 21:1 days of hone health services. No
person can receive more than 90) iit.( of services of aily catllnainationt of lospi-
tal, nursing hloioe, or holme health services In any calendar ycar.

Sece. 22 (a) (5)-Ref erral and rcecrti/ication by/ physician
To be eligible for benefits all Individul inust bt, referrid to the hospital, nurs-

ing hone, or home health service agency by a physician who certifies that surh
services are required for the idivldnal's inledical treatment. Periodic recer-
titlcation it specific Intervals--to be established by the Secretary-would be re-
quired as a condition of conthlling eligibility during the pe-rlod of illness. Ie-
ferral would not be necessary in eniergency cases.

Sce. 226 (a ) (6)-Applications for paniiei t
Applications for the paynient of inedlical Insurance blieills, except for very

expensive drugs, inay be llled no earlier than : nitonths before or no litter than
12 nioniths after the leginnling of it jeltod Ii which covered health services were
furnished. Wlith respect to very exiesive drugs, applicatIon would hive to lie
filed within such tihe as the Secrelary of IIIEW would by reguliitoi lreserilie.

Nee. 26 b )o- cirm its (if cli!ibilitly
The Secretary would have itt litity to inike ind review, dleteriiiliions of

eligibility for nIledicl lInsuraice lienieflts. Pityilent of tituonlily ()AS1 bollefits
other thian disability insurance lbiieflts would be cociusive evidence of the at-
tailniinent of retirement age.

,S'cc. 2?26 (e)-Dclntton8
(1) HospItal scrviccs.-''itese ire Iilutitlent services Including all of tile

regular services provided by it hosp i.al. Proves for senllrlvit ciceoillodit-
lions, unless other icoinio liithnbs ire ie equi'd for lietlicitil ielsoils, itiedlial
service, nursing and such otier svi-vites culstoiiiily lprovild by hospitals. D oes
not Includtle services pirovlded li conniclion with cosi ietlIc or phistic surgery for
beautification.

(2) Nitrsiig hoi1 scrvices.--Tltis includes skilled nursing (arte, related ied-
teal and personal services tlnd bed ilnd board furnished an Indivldual us ani
Inpatient.

(3) hlonic health 8crvlceR.-Tliese iire visiting nurse and allied services pro-
vided by a nonprofit hoine health service aigeicy hi the pIlent's hotite. They
Include various kinds of theraliles, niedlical sochil services, aind honeiiiaker
services.

(4) Diagnostlo outpatient services.-Tlese are X-ray, laboratory, and other
diagnostic services provided by a hospital on an outpatient basis its lreserlbed
by a physician.

(5) Very expensive drulpRs.-These refer to drugs prescribed by a lhysiclan
using general nanes and the cost of which Is In excess of aln amount fixed by the
Secretary. Drugs prescribed by braiild niiies Nvould be, inclu(led If the phy-
siclain's lrescripition states that no substitute lon way lie niade.

Sco. 226(d) (1)-Agreenmcut with providers of health serivicc8
This paragraph provides that the Secretiry shall publish lists of hospitals,

nursing homes, and home health service agencies, licensed pursuiant to State law,
which iteet standards prescrilbed by hlin. Such listitutiois are eligible for pay-
nent inder this section If ill agreement to nake no charge to eligible individ-
uals for covered services Is filed with the Secretary. This laragraph provides
that the Secretary may take account if standards set by nationally recognized
accrediting bodies. lie may also delegate responsibility to alplropriate State
agencies to assist In determining whether standards ire being niet.

Agreenients nity be terminated by providers or by the Secretary under regula-
tions to lie established.

Services furnished by mental and tulierculosIs hospitals are excluded.
(d) (2)-Payments may he ntde to hospitals not listed by the Secretary for

emergency services furnished to eligible liersons.
(d) (l)-Paynients to hospitals for hospital service and outpatient diagnostic

service would be cqual to the cost of rendering the service, and the method of
determining such cost shall lie prescribed by regulations after consultation with
the Advisory Council.
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d) (-) ....No paymints call he n:de for hospital services where the patient
is (.ltlhed to hospitalizit loll 11l(hl. workli(ll('s ('0111115il~stioli legislation, except
Ill s'410('ilI situtltiollS where ('ellltivlel0I 1111( 1'r woVrklIlCl's 4olJllOIIS:1 t 1,iIII has no4t
beell, 1111all.\ de(termlill(.d( andl~ arrallge llviltts hIve been(q malde for reinJ Pmlr.semlelt

of tit' trust f£1114 If I cl ai(' m ilIl 1111(]r wori lIle0's C('111J1el llil Iaiw i -llstainld.
No lIaY)II'mit (.111 be, 11111(10 for loslital services if the hos()ital is olilgated by
IIw or by coillrlel. with it poliltial entity to fuilish service lit 1)Ilic expense
and1(1 wit l tit ePindoyilng a nielns test.

(d) (5)--I'aynkent to nursing hoImes and for home health services shall be
based oil the reasonable cost of rendering service.

(d) (6)---This paragraph provides for the payment of only that part of tile
cost of very expensive drug, which exceeds the amount fixed by the Secretary.
Payment is to he based on reasonable cost of the (Irugs, plus suhl(' percentage
Its 1'ly he deternleld by tile Secretary after cousulat foil with the Advisory
Coulcil to provide ade(illite cOlslatlisiion to the 4Irl11'Ill11C'y frl its services in
furnishing tie drugs. PIayment may be ma(e to any licensed retail phatrlacy
which hats entered into an agreement with the Secretary.
(d) (7)-(D). No interference in administration

Thiis Is i definite statemlientthat no supervision or control over tile a(linis-
tration or operation of any agency which has entered Into an1 agreement with
tit( SO'(retary under tills seetit is lermissible.

(1) (1i)-f-layment for covered services would be made from tile Federal
ne(ical insurance trust fund.
Sec. 226(c) -,'rce choice by patient

This subsection asserts the absolute free choice of an individual to secure
hospital services, nursing home services, home health services, or diagnostic
services, from 1ny facility which he selects and which Is listed by the Secretary
its eligible t) provide the class of services. It also asserts tlmt lie may obItail
very expelnsive drugs from any pharIllacy whicl hms entered into an agreement
with the Secretary.
See. 226(f) (1)-Creation of National Medical Insurance Benefits Advisory

Co u neil
Tills section provides for the creation of the National Medical Insuranep

Benefits Advisory Council composed of the Commissioner of Social Security and
the Surgeon general l of the Public Health Service as coehalrmen, and 12 mem-
bers appointed by tie Secretary, 4 of whom would be representatives of the gen-
eral public, and tile remaining members outstanding people in the hospital and
health field. Each Is to have a term of 4 years o1 i staggered basis. The Ad-
visory Council is authorized to appoint special comlmittees for particular pur-
poses and will meet its necessary, but not less than once a year.

i) (2)-Tie Advisory Council or a technical committee appointed by the
Council would have the duty of studying the operation of this section of the
act.
See. 226 (g) (1)-Use of private, nonproflt organizations

It Is within the discretion of the Secretary to use the services of private,
nollprofit organizations in the administration of this section of the act.
(g) (2)-Method of paytnent for health services

Payments to participating private, nonprofit organizations for costs incurred
in tile administration of the program, and 1s .reillnburseonent for amounts paid
to providers of service, would be lade from the Federal medical Insurance
trust fund. 0
See. 101 (b) of the bill-Creation of Federal medical insurance trust fund

This section creates the Federal nedlical insurance trust fund in addition to
tile GAST trust fund and the disability trust fund. It provides for tile alloca-
tion of a specified portion of social security taxes to this new trust fund. The
section authorizes for fiscal year ending June 30, 1961, to December 31, 1971,
appropriations to the medical trust fund of revenue derived from one-half of
1 percent Increase in the OASI tax. three-fourtlhs of 1 percent beginning Janu-
ary 1, 1972. On self-employed the tax would be three-eightls of 1 percent until
January 1, 1972, and nine-sixteen tis of 1 percent-thereafter.
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Section 101(c) of the bill sets forth the phasing schedule with respect to
the effective dates of the various benefits.

Hospital services: Not earlier than July 1, 1961, or later than January
1, 1962.

Nursing home services: Not earlier than January 1, 1963, or later than
July 1, 196:3.

home health services: Not earlier than January 1, 1962, or later than
July 1, 1962.

Diagnostic outpatient services: Not earlier than July 1, 1961, or later
than January 1, 1002.

Very expensive drugs: Not earlier than July 1, 1962, or later than Jan-
uary 1, 1063.

TITLE II-MEDICAL BENEFITS FOR RETIRED AGEI) NOT ELIGIBLE FOl SUCH BENEFITS
UNDER, TITLE I OF TIlS ACT

This title creates a new title XVI In the Social Security Act to provide medical
benefits for those aged persons not eligible for benefits under the OASI program.

Section 201(a) of the bill amends the Social Security Act by adding a new
title.

Section n 1601 (a)
Provides that persons not eligible for OASI benefits may be eligible for medical

insurance benefits if they are residents of the United States, have attained
retirement age, and meet the retirement test as provided in section 226 of title II
of the act. The amount and kind of benefits payable and the conditions under
which they would be paid are the same as provided in section 220 of the act.
leneflts wouhl be payable for 90 days of hospital services, 190 days of nursing-
home services, and 240 days of home health services.

Section 1602
This section authorizes appropriations to the Federal medical insurance trust

fund necessary to meet payments for persons eligible to receive benefits under
this section-i.e., retired persons not eligible for OASI benefits. Appropriations
would come out of general revenues.

SectIon 1603
Payments made under this title would be made from the Federal medical

insurance trust fund.
Sect on 1604

This section excludes all those eligible to an annuity or pension under the
Railroad Retirement Act, or eligible to receive an annuity under the Civil Service
Retirement Act, and their spouses. However, title IV of the bill is a declara-
tion of policy which states that it is the intent of the Congress to make avail-
able, as soon as possible, to those receiving railroad retirement and civil service
retirement annuities the same type of services made available by this act to
those receiving OASI benefits.

TITLE III

Amends appropriate sections of the Internal Revenue Code of 1954 so that
the total social security tax can include the additional tax authorized in title I
of this bill.

TITLE IV
Section 101

This section is a declaration of policy by the Congress to Include, as soon as
possible, persons receiving annuities under Railroad Retirement Act and Civil
Service Retirement Act.
Sect ion 02-Re08carh and demontration an health iteeds

This section directs the Secretary to conduct a continuing study and Investiga-
tion of the health needs of older individuals and the means for meeting these
needs most effectively and efficiently. It also authorizes appropriate demonstra-
tion programs In this field.
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Senator M(iNA .I. I would farther like to ask that the reniarks
that I Iila(, in connectio with the presentations of our bill in the
Seu'Ite, of whi.h I have a copy here, be publishedd at this point in the
record.

Tho (-IuAm. r.\N. Without objection, those insertions vill he Ilade
il the re('ord.

Senator N ... 'lhanl you.
(The statement referred to follows:)

(Congresslonal Record, Thursday, June 2, 1960]

THE.; RLTHIu.D EiRISONS MICL INSITANccE AcT

Mri. 3rexNA,%,.\. M'. president, the Senate Subcommitee on Problems of the
Aged and Aging las couipleted another series of iiarings-the first of its aetivi-
lies of the 2d session of the 86th Congress-as authorized by Senate Resolution

2(61.
These hearings dealt with a topie whilh t lie majority of the subcommittee

stated, In a report on the first year of its investigation, toi be the No. 1 priority
Item for act lon by the Congress In the livid of aging.

I refer to the lopli of adequate health servi-es for tie aged, find the problenis
they and tleir families face, In finding an effective nieans of fiiancing such health
serv ices.

T)etailed analysis and statistical do.unientation of the need for action in this
area of social legislation are set forth in the report of the subcommittee find Ii
the 6 (lays of hearings In April.

'T'lllE SPECIALb iiEA rit , PIIIIOIIIEMS OF TIE AOED

Froni a narrow point of view, it iniglit be said that there are io unique health
proilvleis of the aged, tiit iilany children have bad diseases that niany o1(1 persons
have had, fin1( vice versa.

But this Is really quibbling. Tue aged (1o have special health problems.
For example:
First. In 1957, nearly ,9 out of 10 noninstitutilonalized aged persons, over 11

million, that Is, had one or more chronic alliiments.
A large part of such ailmnents consisted of heart trouble, arthritis. diabetes,

and kdmney disease.
Putting clroiic ailments in ternis of all ages, only -1 out of 10 arte so afflicted.

Compare tis with the 8 out of 10 among the aged.
Second. Of the .10 million cases of heart disease-nluding high blood l)res-

sur(--4 million, or '10 percent, are among people 65 years of age and older.
In olher words, the aged muke up less than 9 percent of the total plpulation

but -10 percent of till cases %%'fill heart trouble.
More than one-fourth of all the aged have such conditions.
Third. More tlan half of the aged with chronic conditions are limited in their

activity.
Fourth. While only 3 percent of the total population have limitations In

Mobility, 19 percent of the age(-5lx times greater than the general lolulation-
fild it difficult to get around. And I am referring only to the noninstitutionalized
aged.

Fifth. The aged suffer mostly from long-term chronic conditions, not front
short-term acute ones, a point frequently neglected in most health insurance pro-
graiis today.

As a result, they stay in hospitals two to three times longer than the younger
age groups.

Sixth. Ironically, many of the aged have handicaps which could have been
lprevented-if the disease or Injury had been treated properly from the beginning.

I1r. President, I ask unanimous consent to include at the end of my remarks
ttibles which Indicate, In detail, 'the extent to wleh the aged do have special
hienIith problems of their own.

''hie L'liEsI)INO OFFICER. Without objection, It Is so ordered.
(See exhibit 1.)
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'file FINANCIAL 11L16IIT OF TIE AGED

Mr. M1N.\ .k. I believe that organized medicine is doing a disservice by
nmnilulating the (ata on the finanltlill status of tile aged in sucl a way as to give
tile Imapression that our retired Aiericans 1re thnially able to meet their
inedical bills and pay for Insurance preinuls without any legislation along the
lilies I f1111 about to propose today.

According to sole publications of medical organizationn,, one would almost be-
lieve that our aged fellow citizens are really the wealthiest people in America.
But lett me set tile record straight. If we look at our senior citizens as individuals,
a method developed by that inost reliable agency, the Census Bureau, we find that
ill 1958, among men 165 anld over tile median incomrae was $1,48S.

Taking men an( women together, about 80 percent of theml have less than
$2,000 annual Income, 1nd alout (0 percent have less than $1,000 income.

Keeping ill Itinld that the Secretary of Ilealth. I,'ducation. and Welfare has Indi-
cated that, on tile basis of a very low-cost food budget, ai In(.om of less than
$2,560 for an elderly couple is "unlomnforiably low," we find lthe following:

In 19)58 about 3 million families headed by indivihils over 65 received less
than $2,500 in income. Tils inmkes at least 6 million men and women with such
Income or less.

'h110n we have to add at least 2 million unrelated aged Ilndividls who received
less than $1,500, a figure which is considered quite low In terms of adequacy.

In other wor(s, at least 8 million aged citizens living iii what, tit today's prices,
call only be poverty.

Opponents of health Ilsuralce legislation try ill desperation to cloud tile issue
by claiing that Illcome is )lht tile best, or only way, to measure the financial
ability of the aged; tit even though their income is low they have plenty of
assets.

It is cla1inled tlt Ill tile past several years their' asset status has been better
Mail lIlat of fill other age groups. Aglin, let its get the record straight. Tile
economists for the AMA light be getting a pat on tlhe back frol tlhe'ir emloyers,
but I 01111 assure Senators that their professional relations along fellow ecol-
oatlsts has not been Improved.

To begin with, people with low Incomes hallen also to )lave low liquhi assets,
by and large.

For example, ltn tIle Federal Reserve Board's Consumer Finance Survey for
early 1959, among spending units with aged heads who had Incomes of less than
$3,000, 56 percent had liquid assets of less than $500. But among those units
with Incomes of $3,000 to $5,000, only 30 percent had liquid assets (f less than
$500.

Second. In the 10 years since 1949, there has been no Important progress Ill the
proportions of aged heads of spending units with no liquid assets at all.

In 1949, the percentage was 32 percent. In 1959, the percentage was 29 percent
In absolute figures, of course, there was actually a retrogression. In 19-19,

at least 3.9 Imillion spending units with aged )leals had no liquid assets. But
by 1959, 10 years later, there were at least 4.6 million of such spending units with
no liquid assets at all. All additional 3 million hiad liquid assets of less than
$500.

Il other words, at least 7.6 million elderly persons had liquid assets of less
than $500.

I have u.sed tile term "at least" because, it reality, the Survey of Consumer
Finances does not get to those aged with tile (lefilnitely lowest financial status.
The survey, therefore, excludes the less favorably situated older Americans iti Its
titbles.

It other words, there are more than 7.6 million aged spending units with liquid
assets between zero find $500.

Furthernore, the statistics of tile Survey of Consuner Finances do not take
into account tile changes in the purchasing power of these assets-nor the
increase in medical costs for the aged-since 1949.

Now what about Income front assets? The best material we have on this Is
from the 1957 social security benefliary survey, which reported that 41 percent
of the carried couples had no incole from assets, and that tile median for those
married couplos with some asset Income was the grand suni of $180 for the entire
year of 1957.

.%llong sligIl retired workers, 55 l'.ent had 11o tisset Incomes, while tie
l0(ll1li for tltos( witlh some Ilcome from assets was $102 for 19;57.
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For widows receiving OASI benefits, -48 percent had no asset Icomes, and
those with a1y asset income had a median of $149.

For that same year only one out of every six couples had asset incomes of
$00 or more. One out of every 8 aged widows and 1 out of every 14 single
retired workers received the same amount or more.

Let me repeat the point made earlier, that people with low Incomes generally
have low iluid asset.. We cannot ignore this fact. This fact tends to be
neglected by those who say that even if tile aged have low Incomes they have
other means of financing their medical care, that they have savings, that they
have, e titles in their homes, that they have cash values In their life Insurance
polilhies.

But even the Health Information Foundation, sponsored ly the drug companies
of the country has reported recently that among the aged Interview by their
pollsters, no more than slightly over one-half had more tihan one source of asset
income to help meet 111l expensive medical bill. The remainder, about 47 percent,
had 1ly oIe such source, or none at all.

The research director of the Health Information Foundation, Dr. Odin Ander-
son, In speaking 5 years ago about the use of assets to pay for medical bills
of fill ages ha(1 this to say:

"A very crucial assuimptlmo-and also self-evident-is that adequate services
for the (liare of long-term illness cannot be wholly flineed from savings such as
liquid assets, personal property, and other personal effects find assets which are
regarded ans the normal Iirthright of a hard-working and provident American.
(From paper presented at 1955 meeting of American Public Health Association.)

If It is self-evident for the general population, how much more obvious and
self-evident It is that the care of long-term illness for the aged cannot be financed
from such sources.

If we do not agree with this proposition, then the logical alternative is to
require that senior citizens sell or borrow on their homes.

We would also have to require the aged to use up their savings, sell their
modest amount of bonds, and cash in their life insurance.

The AMA has publicized a survey which asked older persons how they would
pay a $500 medical bill, a1d then explained the answers to mean that only 9.0
percent could not pay such a bill.

However, the research director of the survey, Dr. Ethel Shanas, has stated:
"Almost half of all people could not manage a medical bill as large as $500"

(in Public Welfare, April 1960).
The real meaning of the AMA's own Interpretation Is that they apparently

would expect the other 90-plus percent of older Americans to finance such bills
through using up theIr assets.
This amounts to about 12 million men and women over the age of O5 who would

be expected to finance all or part of their medical bills by using up such assets.
Mr. President, am I wrong in stating this great and wealthy Nation had

declared, by passing the Social Security Act a quarter of a century ago, that
the means test was a degrading and reprehensible concept in providing for the
general welfare?

If we follow the implied advice of tile AMA, are we not going back, not a
quarter of a century, but rather three whole centuries, to the poor laws of
medieval England?

That Is what we would be doing if we follow such backward counsel: after
the aged dry up their assets for one illness, they would then have to apply for
charity medical care, If they are not too proud to subject themselves to such
a humiliating process.

If all our aged fellow Americans were willing to do this. then and only then
could it truly be said, as the AMA does say, that no aged person needs to go
without medical attention-regardless of financial ability.

Must I elahorate o1 the glaring defects in such a1 philosophy of medical care In
the 201 century? On the (lUmlity of charity medical (-fire? On Its omission
of any preventive aplroach? On the greater burden lhat would lie placed on
the physicians now already giving free and redueed-fee services? Oi tile les-
pitals. the local conluinities, and the States, all of which can hardly be expected
to meet the health needs of an ever-increasing population of aged lien and
women?

Mr. President, at this point I should like to refer to some of the findings of
the l'ilversity of Micligan's study of hospital ail( medical economies bearing
on Income, assets, insurance coverentre, miedlial expenses, an(1 so forth, of (iffer-
eat age groups and families of varyingr sizes.
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'There is good reason to believe," quoting from the testimony, "that the rela-
tionships shown between age, income, need for medical services, and resources
available to meet these needs are probably applicable to the balance of the
country without significant deviation."

Here are some of the basic findings in this highly refined analysis of the
problem:

First. Income is the overwhelming determinant of the ability to get needed
medical care.

Second. Income Is inversely correlated with age. The older the person, the
less his income.

Third. This significant correlation holds true even when an allowance is
made for the smaller family size of aged households.

Nearly three-fifths of the low-income aged individuals in Michigan have no
health insurance, as compared with less than one-third of the low-income younger
individuals.

Even aniong the higher Income aged Individuals, more than two-fifths have
no insurance, which is double the figure for all individuals, regardless of age.

let me give another type of contrast. Keeping in mind that a higher liroilor-
tIon of the younger age groups than of the (5-and-over population is better off
wheni it comes to liconie, even when allowing for larger family size, the fol-
lowing is highly pertinent:

First. For high income Individuals aged 45 to 64, only 10 percent would have
zero to one-ha If of their hospital medical bills hal for by insurance.

Second. In sharl) contrast, 66 percent of the low-lncome aged individuals would
have no more thamn one-half of their hospital medical bills paid for by insurance.

Tie two figures to compare are the 16 percent and the 66 percent-quite a gap.
And these statistics do not even take into account that the average per capita hos-
pitml bill for i, low income aged in Michigan was two to three times the bill
for the 45 to 64 year olds.

In other words, their hospital bills are higher, but they have less protection
against su('h bills through hospital insurance.

,raking into account the smaller size of the families with aged heads, two-
fifths of such families in Michigan had incomes under $1,050, but less than one-
fifth of younger families had such low Incomes.

For low-income aged individuals, less than one-third have available any home
care in case of sickniess, whereas for low-income younger individuals, one-half to
three-fiftls would be able to have home care, that Is, another able member of the
family not regularly working outside time home.

TIE ROLE OF VOLUNTARY HEALTH INSURANCE

The University of Michigan study leads me naturally to another basic point
involved in time controversy over the financing of medical care for the aged;
naimely, the role of voluntary health Insurance in meeting the problem.

Here, perhaps, we colie to time heart of the matter. And in discussing this as-
pect of the controversy, I want to concentrate on four crucial questions:

First. The estimates of how many aged persons now have protection through
hospital insurance.

Second. The alequacy of such coverage.
Third. The projections of how many aged will be covered in the future.
Fourth. The potential effect of Federal legislation on the private health in-

surance companies.
J. CURRENT COVERAGE

First of all, let me emphasize that despite all efforts on the part of the sub-
comniittee staff we have not been provided with reliable information from the
insurance companies on how ninny aged persons they now have on their rolls.

Even under direct questioning during our hearings, the insurance companies
who testified declined to give the subeommnittee any precise data.

In the questionnaires mailed to the companies scanty information was pro-
vided, even though the subcommittee promised to keel) the nanes of the Vom-
panies confilential.

The significance of such lack of figures is that there is no basis, therefore, for
the widely advertised claims of the companies that they are meeting the prob-
lem todny, or that they will have almost completely solved the problem at some
date in the distant future.

58387--0-9
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Nevertheless, the Secretary of Health, Education, and Welfare has provided us
with sonic estimates is to how many are covered as of lIM10.

I emntihasize the word "estimates." They are based on the asmuml)tion that
the increases in older persons covered by insurance have continued tt the same
rate as prevailed between 1951 and 1957.

Let tie repeat: the current estimates are based on an assumption. It is Just
as plausible to reason that a plateau miy have been reached by 1957 and that the
number with such Isurance is decreasing because of the increasing cost of
the iremiuns.

But evei acc('eptnlg tit- assumption of the Secretary of III-AW, there are now
perhaps 6/,? million elderly Americans who have some type of health Insurance
coverage.

Mr. F'enmming testified during our hearings to this effect. This means that
about 9/ to 10 million persons over 67) still do not have any insurance.

'his figure Includes about 21 t million persons on old-age assistance, some of
whom are eligible for varying antounts and qualities of medical care.

2. ADEQUACY OF CURRENT COVERAGE

This brings me to time next point, for the estimated (1 million persons now
covereI, Just how gooI is time protection they have? There are several ways of
mlleailring the adequacy of coverage.

For examle, tihe social security survey of beneficiaries in 1957 reported that
among hospitalized Insured collides, 73 percent had zero to one-holf of their
meical c((sis let by isuraie.

Only 27 liercent had 10more than one-half of costs muet by Insurance.
InI the salme survey, only 14 percent of all benellclary couples had some of their

nlediclil costs covered by Insuran(,e.
InI other words, ats of 1957 Insurance policies met very little of the medical

costs of tit(, social security bIeneliclaries, and these beneficiaries are better situ-
ated, tnnllly, than other retired Anericans.

A second( way of measuring adequacy is to examine the premium costs relative
to Ille benefits provided by Such premiiuis.

Poll exampttle, an imuividutl would have to pay 80 percent more in premiums,
often 100 or even :o0 percent more, when converting a group policy after retire-
miemtt for a policy with tih( same benefits us before retirement.

iIIt othr words, the retiree wouli 1) required to pay more InI dollars for the
sit itte lbelcits.

Other xilti)les Involve not only slightly higher prellIIIills, but a sharp de-
crease in benefits.

This is n e'ruihl point to tle retiree, because lie suffers a sharp decrease in
ncone when Ie leaves empl)oynent, only to find himself faced with an Increase in

the ('fost of his hospital Insurance-mand lls risks of Illness tire Increased as lie
gets older.

A third way of measuring adequacy is to Inquire Into wiht kinds of benefits
Ite woul get, for exinple, through a typical $0.50 per month policy.

To (ite an examlde, one Important company in this field provides for $6.50
for an Individual per nionth tle following henefts: Up to $10 per day for 31
(lays; ill) to $200 for surgery in or out of the hospital; up to $100 for miscel-
laneous hospital exl)enses.

Tliere is, we should note, a 6-month waiting period for protection against any
Illness or aceldent previously exiperienced by the polleyholoer.

The comtipanty guaratitees against cancellation of thle policy, or raising the
preliln, unless it, does flie same for all policies in the Ildivilual's State as a
group.

One of the basic weaknesses, If not tile basil weakness of such policies, Is
thitt they are not chased oi a philosophy of preventive medichile.

A truly balancedi approach to tip health problems of the aged must Include
provisions for diagnosis, followup, and restorative lledlicile.

Fnrthermtore, these polieles dre not geared enough to the ehronie Illness
problem of the aged.

More specifically, we should note that "uip to $10 a (lay" is far short of the
typical $25-to-$30-a-day elmrge by hospitals around tile country.

Also the 6-month waiting period for protection against preexisting medical
conditions Is a great obstacle to meaningfuml protection.

Furthermre, the guarantee against cancellation Is not universal for all pol-
des, and "caimmelltiomi" Is not the same as nonrenewal. Actual cancellation can
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occur at the end of the period for which the policy covers the insured person, ex-
cept the word 'cancellation" is not used in such cases. They call it, instead,
nonrenewal.

In this connection let me cite the testimony of Frank van Dyke, a professor
of administrative medicine of Columbia University, based on his study for the
New York Slate department of Insurance:

"Ali Infinitesimal fraction of nongroup piles were lifetime, noncancelable,
guaranteed renewable, and a small fraction were noncancelable, guaranteed re-
niewable, up to a Specified age limit.

"InI the course (if 1 year several thousand policies were canceled, restricted by
rider, rescinded, or coml)romised by cash settlements upon agreement of time
policyholder to terminate the policy."

The other findings of this study of New York insurance practices were that
most group policies ended with the Individual's retirement from a job, and that
most of those group policies which did not end with retirement provided only
reduced beelits to tihe policylholder.

Less thimn one-fourth of group policyholders had the right, in 19)58, to convert
their policies. And of this small percentage, four out of five had to take
reduced benefits.

That Is, less than 5 percent of all group policyholders could convert with no
reduced benefits.

Six dollars and fifty cents a month, of $156 a year for all aged couple, is,
furthermore, quite a burden for millions of aged Americans.

There is a contrast between the nature of the medical needs of the aged,
such as diagnoses and long-term illness and the emphasis In current insurance
programs on short-term Illness and acute emergencies.

Mr. President, In this analysis of the private Insurance approach to the prob-
lem, it is not my intention to criticize the motives of the Insurance industry,
nor their willingness to solve the problem.

My fundamental point is that I have very strong doubts about their ability to
solve tie problem.

Why is that the case? It cones down to the undeniable fact cited by Business
Week magazine III its recent article oii the subject:

"The problem basically Is Ihat the aged are high-cost, high-risk, low-income
customers. Their health needs can be met only by themselves when they are
younger or by other younger people who are still working. The only way to
handle their health problem, therefore, is to spread the risks and costs widely.
And that can best le (lone through the social security system to which employers
and employees contribute regularly."

In other words, the essential weakness of the private insurance approach is
that it must necessarily be based on experience rating.

That is, it discriminates against high-risk groups of men and women, even In
the case of converted group policies.

One footnote should be added to this analysis of private insurance:
While the insurance companies have advertised and testified as to the great

progress they are making, and to the wide variety of benefits they are just
beginning to make available, it is also true that many of these companies do
not operate in certain States; that many of the policies are available for only a
specified, limited time of application, iII only certain States.

3. PROJECTIONS OF COVERAGE IN TIE FUTTIRE

Let us assume for the moment that tie weaknesses I have outlined do not
prevail, that existing and proposed benefits continue In the field of private, or
so-called "voluntary" health Insurance, that such Insurance is adequate for those
who have it.

Under these conditions, just how many aged Americans can we expect to
have health insurance in tie future?

Secretary Flemming's excellent staff of technicians have projected a figure of
56 percent-that 56 percent of our aged citizens might have coverage by 11)05.

Even if this estimated 50 percent had adequate coverage, which Is stretliing
it a bit, we would still have, as of 1065, 8 million senior Americans without any
type of insurance.

This is far too many human beings who would be left out in the cold, dismal
area of basic humai needs.

Let us remember, the 56 percent figure is only a projection based oil many
optimnstie assumptions such as those I mentioned earlier.
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Mr. President, the Constitution charges Congress with providing for the
general welfare.

h'le( traditional and authorized purpose of government is, to quote Lincoln, "to
do for a community of people whatever they need to have done but cannot do
at all, or cannot do so well for themselves, In their separate and Individual
called. ties."

The aged of America cannot do at all, or cannot do very well, for themselves,
when compelled to meet the Increasing costs of medical care--in their separate
and indivhlal capacities.

Tile so-called compulsory feature of our proposal is no more onerous than
social security deductions. Federal deposit insurance, or taxes to pay firemen
an11d policenien.

Tihe federal Government, by collecting a modest amount from each member
of the younger working population and his employer against the costs of hos-
pitalization and other n(lical services i retirement, will be meeting Its legiti-
ma1to purpose and duty.

"No democratic government," writes Business Week, "can refuse to grapple
with a problem of such demonstrated urgency and Importance. The Issule c-in-
not be evaded an(], before It becomes a political football, tle politicians of both
parties should accept responsibility for finding the best possible answer in tile
shortest possible time."

In the same article the editors of Business Week conclude, after liul101wu 1-,1
year's report of the Secretary of IIEW, that the social security approach is the
best way of facing up to tills urgent problem.

What the early advocates of tile social security approach have been saying for
the past several months has now been accepted by this leading publication In the
business world.
And why not? Tills is not a matter of Ideology. It is a case of just plain

conlnlon.sense--ald( dollars an(l cents.
I ask unanimous consent that the text of the Business Week editorial, and a

similar one from Life magazine, be printed in the Record at the conclusion of
my reIa rks.

Tile 1'm.:swm.yo OFFICER. Without objection It Is so ordered.
(See exhibit 2.)
Mr. MCNAMAIAR. Mr. President, given the need, given the Income status of the

aged. given the limited potential of private health and hospital insurance, given
the proven practicality of the tried-and.true social security neehanism for pro-
viling basic retirement income an(1 disabliity benefits, there is sinlly no other
a Iternat lye but the one we are espousing here.

In just a short 2 to 5 years after this program Is in operation, I am sure we
will be listening to speeches from our friends In the American Medical Assocla-
tion, the American Iosplital Association, and( even the Indina Fneral Dilrectors
Association, proclaiming how life Is so much better In America as a result of
this and similar legislation. Until them, however, we will hear the usual argu-
loents against social progress.

Many of the Insurance companies, along with the AMA, have been using the
argument that tills legislative proposal would constitute a permanent solution to
a temporary problem.

Just how lointg Is temporary, anyway? Are they aware of the fact, for ex-
ample, that a 65-year-old American today can expect, on the average, to live
another 14 or more years?

Are they, therefore, suggesting that we wait 1112 decades before considering
sich legislation?

Call It political motivation If you will, but I see It as responding to a need
for a practical solution to tills human problem now.

Now, and not In 1975, or even 1901.

4. TIlE EFFECT OF FEDERAL LEGISLATION
'h1110 ('11a0rge lis been made that tills legislation would adversely affect the

filman,"lal standing of Insurance companies and nonprofit )plans offering policies
for old-age health protection.

I doubt very much that the Insurance Industry would wither on the vine, no
more than It has withered as a result of our old-age benefit program under social
security.

III fact, private pension Insurance has grown tremendously in the last 25
years.
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I think the charge should be turned around and put In the form of a more im-
portant question: What will be the effect on current health insurance programs
if there Is no Federal legislation?

Certainly, In the case of the nonprofit insurance plans, the ones that currently
insure the majority of the aged who are covered, such as Blue Cross, such legisla-
tion would be their salvation.

Let me cite one example. The Arkansas Blue Cross-Blue Shield plan, as of
the end of 1959 had only a little more than 5,000 persons 65 and over covered by
its policies.

But even with this small number of aged subscribers, the Arkansas plan was
forced to absorb a loss of over $83,000 in 1959 to pay for their hospital and
surgical expenditures.

'T'his amounts to slightly more than $10 loss beyond income from premiums for
each of its aged policyholders.

Is anyone suggesting that the Arkansas Blue Cross-Blue Shield plan add to its
rolls all of the 187,000 elderly citizens of Arkansas?

At the rate of loss the plan Is now enjoying, that would put the Arkansas
Blue Cross-Blue Shield only $3 million in the red.

Is It really so horrible that Federal legislation would prevent such results?
I could cite other examples in detail. Let me, however, merely call attention

to the fact that in 1959 the Texas Blue Cross-Blue Shield plan in Dallas, with
nearly 44,000 aged enrollees, experienced a $1,00,000 loss as a result of insuring
the elderly.

In 1958, the New Jersey Blue Cross-Blue Shield, with over 72.000 aged sub-
scribers, had a loss of $1.9 million as a result of Insuring the elderly.

As a result, in 1959, New Jersey Blue Cross was forced to raise drastically the
premiums on their policies.

The examples I have cited of Blue Cross experience are not exceptions, I
assure the Senate. These experiences should Immediately raise the question:
If the private nonprofit Insurance plans, which are the cheapest and the best
and which cover the largest portion of insured aged, like Blue Cross, If they
continue to suffer such deficits, how can the commercial companies provide ade-
quate coverage at a decent cost for the aged nid still make a profit?

The answer is that they cannot. If they are going to stay in business and
still Insure the aged, they must raise the premium and reduce the benefits.

Therefore, If we continue the Blue Cross approach we will encourage greater
and greater deficits.

If we continue the commercial policy approach we will have to tolerate fewer
benefits at a higher cost.

The result of either approach is chaos, along with a limit to the number of
aged covered by voluntary insurance.

I do not think, either, that a Federal-State subsidization of the voluntary in.
surance plans Is the answer. This suggestion does not meet the test of prac-
ticality, to cite Business Week.
We would not get all of the States to participate adequately, and even if we

could it would take too long for all of the States to finally get around to legis-
lating such participation.

Furthermore, there is no guarantee of adequate benefits under one of the most
recent proposals along these lines.

Prof. J. Douglas Brown, an economist and dean of the faculty at Princeton
University, has put the criticism more bluntly:

"At best a clumsy, hybrid arrangement, involving overwhelming administra-
tive difficulties and excessive costs. For the Government and the beneficiary,
the economies and convenience of a large and uniform system of protection would
be lost.

"The Government would pay more, the beneficiaries would get less, and the
private carriers would trade freedom for little profit and thankless regulation."

Under the program which would provide Federal-State subsidization of pri.
vate insurance carriers-there would also be a means test-although the advo-
cates of the proposal insist on calling it an income test. Despite the name, it
is still degrading.

Finally, I do not see why the Federal and State Governments should have to
subsidize premiums of which a large part is lost for the consumer of medical
services because of the relatively low loss ratios experienced by private carriers.
Under the social security approach, the provision of health services could be
obtained for no more than 5 percent of the total amounts received by the system;
in other words, a 95-percent loss ratio.
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But today, under individual policies sold by the commercial carriers, the loss
ratios are no more than 50 percent; under group ilicies, about 80 to 85 percent.

We need an(I want, Instead, a program in which the people would get the
maximum amount of their contributions returned in the form of actual health
benefits.

Only under so.lal security is this possible; only under social security.
I want to stress another point that has been lost In the shuffle: An adequate

Federal old-age health insurance plan actually can be a stimulus for a positive
contribution by voluntary health insurance plans.

I say this in the face of arguments by the insurance companies, to the con-
trary. I say this because, for one thing, such legislation would make possible a
reduction in private group insurance premiums for those labor-management
policies which now include retired workers.

In addition, for many nongroup pollcyhollers below 65, premium reductions
or benefit increases would thus be possible.

Finally, even for our aged covered by the legislation, many of them would
then be able to purehnse, through voluntary insurance, additional benefits. To
cite one example provided the subcommittee by Professor van Dyke of Colum-
hia University, the Rochester, N.Y., Blue Cross plan would be able, under a
60-day Federal benefit )rogram, to reduce the nongroup l)remium to no more
than 10 percent higher than the group premium for the under-65 population.

Such legislation would also allow Blue Cross to provide supplementary benefits
to the over-65 population for about $1 per month.

Thus, as a result of the type of legislation being proposed here, commercial
health insurance could offer reduced-prenu n plans to those groups now paying
for lligh-risk older men and women, and also supplementary benefits plans for
those already retired but protected basically through OASI health insurance.

Nonprofit plans like Blue Cross would thus be saved from the deficit-creating
burden of insuring the high-risk, high-cost aged and also, like the commercial
l)lans, they could offer better and supplementary programs for employees and
retired persons.

These commentss concerning the impact upon insurance companies, especially
Blue Cross plans, apply with even greater weight to the effects on hospitals.

The deficits in the budgets of hospitals around the country are too well known
for me to document here.

But I wonder how many of my colleagues are aware of the fact that the
operating deficits of the hospitals are, in large part, due to the financial inabilly
of their aged patients to pay their bills?

In Boston, for example, the Massachusetts General Hospital reports that in
just a 6-month period in 1958 one-third of all the ward admissions were 05
and over and that they were responsible for about $500,000 of that hospital's
operating deficit, actually more than one-third of the total deficit.

Let nme present the breakdown on the total payments of the nearly 2,000 elderly
patients involved in this particular hospital's experience:

First. The total hospital bill was more than $800,000.
Second. Tlhe hospital provided free service amounting to $150,000, or over

18 percent of the total amount.
Third. Public assistance paid for nearly $240,000, or nearly 80 percent of

the total amount.
Fourth. There was an unpaid balance of $135,000, or nearly 17 percent of the

total amount.
Fifth. Insurance plans paid for nearly $108,000, or only 18 percent of the total

amount.
Sixth. And the elderly patients themselves paid directly $173,000, only 21.5

percent of the total amount.
The lessons to be drawn from this example should be clear first, that through

insurance and direct payments the aged were able to pay the hospital only 35
percent of the total hospital bill they incurred altogether; second, for nearly
three-fourths of the remaining hospital bill public assistance and the hospital
itself footed the expenses.

Of course, there is a strong possibility that the unpaid balance--or a large part
of it-might remain unpaid with the hospital having to absorb the debt.

Tile Massachusetts General Hospital story is not unusual. It is, furthermore,
a reflection of the inability not only of the aged and their families to pay for
such medical costs but also of the local communities and the States to meet this
growing problem.



SOCIAL SECURITY AMENDMENTS OF 1960 125

One of our distinguished witnesses, Dr. James P. Dixon, formerly commissioner
of the Philadelphia Public Health Department, and now president of Antioch
College, has put the problem in a nutshell:

"The experience of the hospital field in dealing with local and State govern-
ments to obtain sufficient funds to underwrite the care of economically dis-
advantaged groups has not been an entirely happy one even for the care of clearly
indigent persons.

"It seems necessary to turn to the Federal Government in order to find a broad
enough base of tax support, and at sufficiently generalized definition of eligibility,
to be successful In meeting the needs of our highly mobile older lpoulation.

"There Is a growing feeling among hospital people that neither Blue Cross nor
commercial insurance now meets, or can meet, the financial needs of older people
with respect to hospital care. There Is an increasing conviction that Federal
participation will be necessary.

"There Is lack of agreement as to the form that Federal participation should
take-although there is a tendency at this time to favor an OASI mechanism"
(from "Medical Care for the Aged: The Hospital's Viewpoint," American Jour~al
of Public Health, February 1959).

To repeat, the legislation we are considering now will go a long way toward
Improving the financial status of insurance plans in the business of protecting
the employed population of our country and toward helping the Nation's hospitals
to reduce the back-breaking deficits they are now forced to assume.

PROVISIONS OF AN ADEQUATE 3IEATit INSURANCE PROGRAM FOR RETIRED
AMERICANS

Mr. President, in my opinion, the time has long passed beyond the point of
establishing the need for Federal action on the problem of financing the basic
health care of our aged through the social security system.

The real issue is to make sure that in deciding these benefits we alert ourselves
to the wisest counsel of authorities in the fields of medicine, hospital care, public
health, and medical economics.

The real issue is to assure the Nation that the )hilosophy of modern medicine
will be applied in meeting the health needs of our senior Americans.

In the bill I am presenting there are included the following provisions:
First of all, the group of citizens covered by the bill consists of retired aged

persons, 65 and over for men, 02 and over for women.
These are retired persons only. It Is this group among all the aged who have

an undeniable need for such protection.
The numbers involved amount to about 14.8 million people: 11.3 million men

and women now receiving OASI benefits, 1.7 million now receiving old-age
assistance and nothing from OASI, and 1.8 million other retired persons. The
bill provides for a definition of retirementnt"

I consider this feature of the proposed legislation one of the most important.
It puts to rest the criticism of such bills as the Forand bill that it excludes too
many of our aged citizens now eligible for benefits under social security.

Here is the opportunity for the opponents of such legislation, including the
Vice President, to show exactly how sincere they really are In objecting to the
omission of such persons as the 2 million old-age assistance recipients. The
Retired Persons Medical Insurance Act would include these and other non-OASI
retired men and women.

If the charge by the opponents of the Forand bill has been leveled in a truly
sincere effort and In the spirit of constructive criticism, they should be pleased
to learn that we have accepted their criticism at face value and thus have
proposed the Inclusion of the aged men and women for whom all of us, even the
opposition, have a deep concern.

The primary source of financing is through the social security system increasing
the present tax one-fourth of 1 percent from employees and one-fourth of 1
percent from employers.

For those retired aged not now eligible for OASI benefits, a contribution from
the general revenue will be necessary.

Not all of such a contribution would be new costs, however, since the Federal
Government Is already paying large sums In the form of grants to the States,
payments to the Veterans' Administration, and so forth, for the aged's medical
care.

While the proposed legislation would provide up to 90 days a year of hospital
care, I am firmly convinced that hospitalization also needs to be accompanied
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by alternative possibilities and followup facilities such as skilled nursing home-
care find supervised home medical care.

The bill therefore provides for direct admission into skilled nursing hoties
and direct use of home niedical services without having to first enter into a
hoslia l.

'Tlle itnber of (lays of such services woul depend on the number of unused
liosIitial days, but the maxitauta number of skilled nursing home (lays would be
180, aind for home visits 240 in a year.

Modern medicine basically aitis at keeping people out of hospitals anti,
therefore, the bill includes the very important provision of outpatient diagnostic
serv'les such as laboratory tests anll X-rays.

'rhose basic provisions-ihi,italizitiot, skilled nursing home service, home
health services backed up) by diagnostic services-constitute, in the expert opinion
of autlhorities in the health field, the basic package of any truly adequate health,
services Irtrgrain for the aged.

Ilosltiliztim m by Itself is not the answer. For one thing, after basic treatment
In a hospital the aged patient often needs only skilled nursing (are in a qualified
nursing hion.

Or oi('e recovered from a stroke, he remains in need of physical therapy which
cal Ie applied it Ills honte.

Without these alternatives and followthrough possibilities, hospitalization by
Itself ('tilt lead to overusage of beds anid, ntore important, to istllalointments
amuiong the aged who stand in iced of restorative tnedicine.

Such alternatives also can aitount to a 10- to 15-percent reduction In
hospital care.

Hlospaitalization by itself is only a link in tile chain of medical attention which
(.flln restore maany aged men and woien to a ttore active life.

It requires other links such as diagnostic services aind home care.
Another section of this bill Is tin attempt to provide another necessary link

!in fill adequate foundation for the health care of our retired aged Americans.
The data of the Health Information Foundation, sponsored by the drug firms

lit our country, show that the aged have had a greater increase than the general
populate n lii expenditures for drags ind medllcines.

They spend a higher portion of their medical dollar on drugs and medicines
than tei ge teral population, and they atnount they spend is more than twice
the aiounit sent by people of till ages.

011 age brings with It t greater, and a constant rather than an intermittent,
use of drugs andi medicines.

'Tie after time the subcommittee heard of cases of older persons putting
off going to a doctor, not so titch because of the cost of physicians' services, but,
rather, because of their fear of the cost of that prescrlption which automatically
goes with a doctor's diagnosis.

Thtle bill, therefore, provides for payment of a portion of very expensive drugs
prescribed by a doctor using generic names, with tte antounts and kinds of
drugs to be determined by the Secretary of Health, Education, and Welfare,
after it year's study.

Tite olponmients of such legislation naturally will raise the cry of "how much
will It cost'."' First, let me titke the general reply that the costs are geared
to the human needs for an adequate health prograin for the retired aged citizens
of the United States, it nation which boasts of its wealth andi its great genius
it solving social prolbleis.

III it society like ours the issue is not: can we pay for progress In health?
The Issue is: (1o we want. to ia'Y for such progress? Tie decision we have to
mtake. licefore, is a moral otie.

'l'lt'h ilublic opinion polls Indicate that most Americans are willing to accept
such fill aIpproalch.

Once having made the moral decision, the problem Is then to decide on the
most pratical, reasonable manner in which to carry out the decision.

'Thlis, hoo, has been pretty well determined through the macIhinery of the
social security system, basically.

Given these particular conclusions, of course, there Is the question of how
much (o we want to spend on a program of btsic medical care for tile retired
aged.

There is widespread agreement that any program now will have to be con-
fined] to the income gained through a one-fourth of 1 percent tax by the em-
ployer and by the employee o1 the first $4,800 of wages.

Atnd an increase, three-eighthis of a percent for the self-employed.
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On an individual basis, this comes to a maximum of $1 a month or about 24
-cents a week f rom the employer and from the employee.

The benefits I have outlined do not all become available all at once.
In the bill, I ani Introducing, hospitalization diagnostic services become avail-

able as of July 1, 1961, or not later than Januaryy 1, 1962, if the Secretary of
IIEW deems it necessary.

Nursing lome care and expensive drug costs would be phased in over a period
of I to 1, years.

Nursing homes, for example, need to be brought up to standards before we
start paying for their services.

Therefore, payments for nursing home care would start on January 1, 19063,
an( not later thian July 1 of the same year.

Home health services would start on .January 1, 1062, or not later than July 1
in the same year.

Partial payments for very expensive drugs would start on July 1, 1962, and
not later than -July 1 of the following year.

The Secretary of hIEW would be authorized to designate the dates within
these periods, when these benefits would be available.

Thus. keeping in miind time practical aspects of introducing what is considered
to be an adequate health prograin for the retired aged, we have thus allowed
for a gradual itrduttion of such a program. This also, again being realistic,
means a lower cost at the outset.

The two first lrovisiomms-hospitalization and diagnostic services--would cost
$1.1 billion.

By the end of the entire waiting period, with all the services made available,
including nursing homes, home medical care, and expensive drugs, the total
cost. would be $1.5 billion a year. About $1.1 billion would come front the
social security payroll deduction, the remainder from general revenue. I repeat
the point inade earlier, that the Federal Government is already contributing
the bulk of such a remainder.

I must, tit this point, make clear again that very little of these amounts can
be sah( truthfully to constitute costs to the Government.

Remenibering that the basic financing comes thromigh the payroll tax of the
employed population, this can hardly be called Glovernment costs.

Furthermore, as I said before, a large part of the exIenditures on the non-
OASDI retired aged under this bill Is already being met through the Treasury.

The Federal share of vendor payments for medical care under old-age assist-
ance, for example, is about $153 million, not to mention large amounts already
Imeing expended on hospitalization and related services for other groups, about
$85 million.

These, then, are tte nmajor provisions of the legislation. Its passage will be
an acemplishmnent of which the entire Nat ion would be proud.

A few other aspects of the bill should be briefly mentioned :
While the benefits included do not )rovide payment for surgical care by

physicians, they do include payments for all other hospitalization expenses as-
sociated with surgery, such as the use of the operating room, anesthetics, and
so forth.

The Secretary of IiEW may use the accrediting service of the American Hos-
pital Association for assuring quality of care.

Only those nursing homes will be included which meet truly adequate stand-
.ards for care and rehabilitation.

An Advisory Council, consisting of the Commissioner of Social Security, the
Surgeon General of the Public Health Service, and representatives of the gen-
eral public and of the hospital and health fields, shall advise and assist the
Secretary of IlEW in the formulation of policy.

If the Secretary deems it advisable, he may use the services of nonprofit organ-
izations skilled in dealing with hospitalization of patients In the whole or any
part of the United States.

Although the provisions do not apply to retirees under the Railroad Retire-
ment Act, or to retirees of the Federal Government, they could come under the
program by their funds "buying into" the act's medical insurance trust fund at
a later date.

Finally, as a way of deliberating, seeking to improve the health status of
,our aged citizens, the act calls for research and demonstration programs by
the Department of HEW on how to improve health services.

Mr. President, the passage of the Retired Persons Medical Insurance Act-
S. 3503-would be a major accomplishment of which the entire Nation, and the
,Congress, will be proud.



128 SOCIAL SECURITY AMENDMENTS OF 1960

A brief study of the history of related legislation will show that a few years
after its passage even the opponents of this current proposal will be praising its
beneficial effects upon the millions of Americans directly involved, and upon the
larger millions of other Americans indirectly affected by the probleih of financing
adequate health care of the aged.

Mr. President, in conclusion I ask unanimous consent that the names of
Senator McCarthy, Senator Engle, Senator Green, Senator Bartlett, and Senator
Mansfield be added as cosponsors of S. 3503.

For the record I should like to say that Senator McCarthy was an original co-
sponsor but his name was left off the bill through inadvertence.

The PIMIDIu NO OrFrCF1. Without objection, it Is so ordered.

EXHInIT I

Cardiovascular conditions, by age groups 1
Under 25 ------------------------------------------------------ 536,000
25 to 44 ------------------------------------------------------ 1,451,000
45 to 5 ------------------------------------------------------ 1,666, 000
55 to 64 ----------------------------------------------------- 2,416,000
65 ---------------------------------------------------------- 4,048,000

Total under 65 (3.8 percent of age group) ------------------- 6, 0069,000
Total 65 and over (26 percent of age group) ----------------- 4, 048, 000

Total in all age groups (5.77 percent) ---------------------- 10, 117,000
1 From testimony of Deputy Surgeon General Porterfleld.

Number of patients discharged, number per 1,000 persons per year, and percent
distribution; number of hospital days, number per 1,000 persons per year, and
percent distribution, and average length of stay of patients discharged, exclud-
ing deliveries, by sex and age: Short-stay hospitals, United States, July 1957-
June 1958

Discharges (excluding Hospital days (excluding
deliveries) deliveries) Average

length
Sex and age of stay

Number Number Number Number (in days)
(in thou- per 1,000 Percent (in thou- per 1,000 Percent
sands) persons sands) persons

BOTH SEXES

All ages ----------------- 13,231 78.6 100.0 127,437 756.9 100.0 9.6

Under15 ---------------------- 2,796 53.1 21.1 15,515 294.8 12.2 5.5
15 to24 ----------------------- 1,508 71.5 11.4 12,974 615.1 10.2 8.6
25 to 44 ------------------------ 3,775 82.7 28.5 32,229 705.9 25.3 8.5
45 to64 ----------------------- 3,397 98.5 25.7 40,910 1,186.8 32.1 12.0
65 to74 ------------------------ 1,148 119.2 8.7 16,363 1,699.7 12.8 14.3
75+ - ..------------.------------- 606 124.0 4.6 9,446 1,933.3 7.4 15.6

MALE

All ages ----------------- 6,090 74.4 100.0 66,743 814.9 100.0 11.0

Under 16 ---------------------- 1,591 59.3 26.1 8,456 315.1 12.7 5.3
15 to24 ------------------------ 610 62.2 10.0 7,310 745.8 11.0 12.0
25 to 44 ------------------------ 1,408 64.3 23.1 15,291 698.7 22.9 10.9
45 to 64 ------------------------ 1,670 99.8 27.4 22,877 1,366.7 34.3 13.7
65 to 74 ------------------------ 547 121.3 9.0 8,603 1,920.4 13.0 15.8
75+ ..------------------------- 263 123.4 4.3 4,145 1,945.1 6.2 15.8

FEMALE

All ages ----------------- 7,141 82.6 100.0 60,694 702.0 100.0 8.5

Under 15 ---------------------- 1,205 46.7 16.9 7,059 273.6 11.6 5.9
15 to24 ------------------------ 898 79.5 12.6 5,664 501.6 9.3 6.3
25 to 44 ------------------------ 2,367 99.6 33.1 16,937 712.5 27.9 7.2
45to 64 ------------------------ 1,727 97.4 24.2 18,033 1,017.0 29.7 10.4
65 to 74 ------------------------ 601 117.5 8.4 7,699 1,504.9 12.7 12.8
75+ --------------------------- 343 124.5 4.8 5,301 1,924.1 8.7 15.5

Source of this and following tables from National Health Survey, U.S. Public Health Service.
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Number of patients discharged, number per 1,000 persons per hear, and average

length of stayI by sex, age, and race: Short-8tay hospitals, Utited States, July
1957-Junc 1958

Sex and age

BOTH SEXES

All ages ..............

Under 15 ...................
15 to 24 ---------------------
25 to 44 .....................
45 to 64 ---------------------
65+ . . ..---------------------

MALE

All ages ---------------

Under 15 ....................
15 to 24 -------------------
25 to 44 --------------------
45 to 64 ---------------------
65+ .......------------------

FEMALE

All ages ---------------

U nder 15 --------------------
15 to 24 ---------------------
25 to 44 ---------------------
45 to 64 ---------------------
655+ -----------------------

Number of discharges
in thousands

Total White Non-
white

I...I .

16,738

2,801
2,901
5,868
3,413
1,754

6,090

1,591
610

1,408
1,670

810

10,648

1,210
2,291
4,460
1,743

944

15,473

2,580
2,624
5,377
3,195
1,698

5,677

1,483
570

1,286
1, 558

780

9,797

1,097
2,054
4,091
1,637

919

1,205

221
278
492
218

56

413

109
40

122
112
30

852

113
237
369
106
26

Number per 1,000
persons

Total White Non-
white

99.4

53.2
137. 5
128. 5
99.0

120.9

74.4

59.3
62.2
64.3
99.8

122.0

123.2

46.9
202.9
187.6
98.3

119.9

103.3

56.5
142.3
131.6
101.0
125. 7

77.8

63.6
66.5
65.3

102.2
126.5

127.5

49.2
208.1
193.3
101.6
125.1

68.2

31.6
104.7
102.8
70.0
55.9

46.4

31.1
32.4
55.8
74.6
62.9

88.3

32.4
166.8
141.8
65.8
49. 5

Average length of stay
in days

Total White Non-
white

8.6

5.5
6.5
7.2

12.0
14.7

11.0

5.3
12.0
10.9
13. 7
15.8

7.2

5.8
5.1
6.0

10.4
13.8

8.4

5.2
6.5
6.9

11.9
14.8

10.6

5.0
11.7
9.8

13.4
15.9

7.2

5.4
5.0
6.0

10.5
13.8

10.2

10.0
6.8

10.4
13.9
12.2

16.5

9.6
15.4
22.5
18.2
12.4

7.2

10.4
5. a
6.4
9.3

12.0

Percent distribution of patients discharged: by length-of-stay intervals according
to sex and age: short-stay hospitals, United States, July 1957-June 1958

Sex and age Length-of-stay Intervals in days

Total 1 2 to 7 8 to 14 15 to 30 31+ Unknown

BOTH SEXES

All ages ----------------- 100.0 10.4 60.0 18.0 7.9 3.5 0.2

Under 15 ---------------------- 100.0 28.0 64.7 10.0 5.2 1.9 .2
15 t024 ------------------------ 100.0 9.7 76.0 8.9 2.8 2.1 .5
25 to 44 ------------------------ 100.0 6.7 70.3 16.1 4.8 2.0 .1
45to 64 ------------------------ 100.0 6.0 44.5 29.6 14.2 5.5 .2
65+ -------------------------- 100.0 3.8 37.4 29.7 18.7 9.8 .6

MALE

All ages .................. 100.0 13.7 48.2 20.8 11.4 5.6 .3

Under 15 ---------------------- 100.0 28.4 55.9 8.6 4.8 1.9 .3
15 to 24 ------------------------ 100. 0 14.9 57.0 15.2 4.9 7.2 .7
25 to 44 ------------------------ 100.0 9.9 53.8 22.0 8.7 5.5 .1
45 to64 ------------------------ 100.0 6.9 40.8 28.3 17.5 6.5 .1
65+ -------------------------- 100.0 4.2 31.7 31.6 21.6 10.0 .9

FEMALE

All ages .................. 100.0 8.5 66.8 16.4 5.9 2.3 .2

Under 15 ----------------------- 1 00.0 27.5 53.2 11.7 5.8 1.7 ---------
15 to24 ------------------------- 100.0 8.4 81.1 7.2 2.2 .7 .4
25 to 44 ------------------------- 100.0 5.7 75.6 14.2 3.0 .9 .0
45to64 ......................... 100.0 5.2 48.0 30.9 11.1 4.6 .3
65+ ---------------------------- 100.0 3.5 42.3 28.1 16.2 9.6 .4
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Percent distribution of hospital days by length-of-stay inte;-vals according to 8CZ
and age: Patients discharged from short-stay hospitals, United States, July
1957-June 1958

Length-of-stay intervals In daysSex and ago -____-____-____-____

Total 1 2 to 7 8 to 14 15 to 30 31+

BOTH SEXES

All ages ----------------------- 100.0 1.2 29.7 22.5 19.5 27.1

Under 15 -------------------------------- 1 00.0 5.1 37.6 19.4 20.5 17.4
15 to 24 --------------------------------- 100.0 1.5 47.1 14.3 9.1 27.9
25 to 44 ---------------------------------- 100.0 .9 42.7 23.0 13.0 19.5
45 to 64 ---------------------------------- 100.0 .5 16.7 27.2 24.7 31.0
65+ ------------------------------------- 100.0 .3 11.6 22.0 27.4 38.8

HALE

All ages ---------------------------- 100.0 1.2 18.9 20.8 22.4 36.7

Under 15 -------------------------------- 100.0 5.3 40.3 17.5 19.9 17.0
16 to 24 ---------------------------------- 100.0 1.2 19.3 14.0 8.3 57.2
25 to 44 ---------------------------------- 100.0 .9 22.5 21.3 17.1 38.2
45 to 61 ---------------------------------- 100.0 .5 13.6 23.1 27.1 35.7
6,5+ . . . . ..-------------------------------- 100.0 .3 9.5 22.0 30.1 38.0

FEMALE

All ages ------------------------ 100.0 1.2 39.1 23.9 17.0 18.8

Under 15 ------------------------- ------- 100.0 4.7 34.5 21.6 21.4 17.9
15 to24 --------------------------------- 100.0 1.7 61.6 14.5 9.7 9.5
25 to 44 ---------------------------------- 100.0 1.0 54.2 23.9 12.1 8.8
45 to 64 ---------------------------------- 100.0 .5 20.5 32.3 21.6 25.0
65+ . . ....-------------------------------- 1 00.0 .3 13.6 22.0 24.6 39.5

Percent distribution of persons by limitation of activity due to chronic conditions
according to sex and age: United States, August 1957

Ago
Limitation of activity a r 1t .

All ages IUnder 15 115 to 24 125 to 44 145 to 64 165-}

BOTH SEES

All persons ........................

With no chronic conditions ---------------
With 14 chronic conditions ..............

Not limited in activities ............
Not limited in major activity but

otherwise lim ited -------------------
Limited in amount or kind of major

activity -----------------------------
Unable to carry on major activity -----

NIALE

A ll persons -------------------------

With no chronic conditions ---------------
With 14 chronic conditions ---------------

Not limited in activities --------------
Not limited in major activity but

othcr%% ise lim ited -------------------
Limited in amount or kind of major

activity .- ---------------------------
Unable to carry on major activity -----

FESIALE

A ll persons -------------------------

With no chronic conditions .............
With 1+ chronic conditions ---------------

Not limited in activities ------------
Not limited in major activity but

otherwise limited -----------------
Limited in amount or kind of major

activity ----------------------------
Unable to carry on major activity .....

100.0

58.6
41.4
31.3

3.0

4.9
2.2

100.0

100.0

83.1
16.9
15.5

.6

.6.1

100.0

100.0

69.2
30.8
26.8

2.0

1.7
.4

100.0

100.0

50.8
49.2
41.5

2.7

4.2
.8

100.0

100.0

39. 9
60.1
43.3

5.2

8.8
2.8

100.0

100.0

24.0
76.0
33.7

9.0

18.2
15.1

100.0

61.5 81.6 74.1 55.7 43.9 25.6
38.5 18.4 25.9 44.3 56.1 74.4
28.8 16.8 22.5 36.6 40.5 31.6

2.4 .8 1.6 2.3 3.6 7.3

4.5 .6 1.5 4.4 8.0 15.8
2.8 .2 .3 1.0 3.9 19.7

100.0 100.0 100.0 100.0 100.0 100.0

55.9
44.1
33.6

3.6

5.3
1.6

84.8
15.2
14.3

.4

.5

.1I

46.2
53.8
40.0

3.1

4.1
.6

22.7
77.3
35.5

10.3

20.2
11.3
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Percent distribution of persons by limitation of mobility due to chronic conditions

according to sex and age: United States, August 1957

Limitation of mobility All ages Under 45 45 to 64 65+

BOTH SEXES

All persons ------------------------------ 100.0 100.0 100.0 100.0

With no chronic conditions - -------------- -- 58.6 68.2 39.9 24.0
With 1+ chronic conditions -------------.--... -- 41.4 31.8 60.1 76.0

Not limited in mobility -------------------- 38.1 31.0 55.7 55.4
Ias trouble getting around alone ----------- 1.9 .5 2.7 11.5

Cannot get around alone ------------------- .6 . 1 .6 4.1
Confined to house -------------------------- .8 .2 1.1 4.9

]IALE
All persons ----------------------------- 100.0 100.0 100.0 100.0

With no chronic conditions --------------------- 61.5 70.6 43.9 25.6
With 1+ chronic conditions -------------------- 38.5 29.4 56. 1 74.4

Not limited in mobility -------------------- 35.6 28.5 52.0 56.4
Has trouble getting around alone ----------- 1.9 .5 2.7 11.6
Cannot get around alone ------------------- .3 . 1 .3 1.9
Confined to house -------------------------- .8 .3 1.1 4.5

FEMALE

All persons ------------------------------ 100.0 100.0 100.0 100.0

With no chronic conditions --------------------- 55.9 66.0 36.0 22.7
With 1+ chronic conditions -------------------- 44. 1 34.0 64.0 77.3

Not ll vited in mobility -------------------- 40. 5 33.3 59.1 54.6
Has trouble getting around alone ........... 1.9 .5 2.8 11.4
Cannot get around alone ------------------- .8 .1 .9 5.9
Confined to house -------------------------- .8 .1 1.1 5.3

Number of days and number of days per person per year of restricted activity and
bed disability by seae and age: United States, July 1957-June 1958

Number of days in millions Number of days per person
per year

Sex and age 
per year

Restricted- Bed-disabil- Restricted- Bed-disabil.
activity days ity days activity days Ity days

BOT1[ SEXES
All ages --------------------------------- 3,369.6 1,309.9 20.0 7.8

Under 5 --------------------------------------- 255.8 111.8 13.2 5.8
5 to 24 ----------------------------------------- 829.8 393.9 15.3 7.2
25 to 61 ---------------------------------------- 1,597.4 567.0 19.9 7.1
65+ ------------------------------------------ 686.7 237.2 47.3 16.3

MALE
All ages --------------------------------- 1,452.5 51.3 17.7 6.9

Under 5 --------------------------------------- 126.2 51.0 12.8 5.2
5 to 24 ----------------------------------------- 377.3 177.9 14.1 6.6
25 to 64 ---------------------------------------- 618.6 225.8 16.8 5.8
65-------------------------------------------- 300.4 N6. 5 45.2 16.0

FEMALE
All ages --------------------------------- 1,917.1 748.6 22.2 8.7

Under 5 --------------------------------------- 129.6 69.7 13.7 6.4
5 to 24 ----------------------------------------- 452.5 216.0 16.4 7.8
25 to 61 ---------------------------------------- 948.8 341.2 22.9 8.2
65+ ----------------------------------------- 386.3 130.7 49.1 16.8

EXHIBIT 2
[From Business Week, Apr. 16, 1060]

A CHALLENGE THAT CAN'T BE DUCKED

Health insurance for the aged is fast becoming the No. 1 issue facing Con-
gress this year. And there's political dynamite in it: Any candidate suspected by
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the millions of old people (and those concerned about their health problems) of
taking a cold or know-nothing attitude toward the Issue Is likely to be in serious
trouble this election year.

One thing about the issue Is clear: Although plenty of politicians may see it as
a vote-catching device, there is nothing synthetic or phony about the problem.
Everyone who has seriously studied the situation has concluded that the provi-
sion of better health care for the aged Is a serious and growing problem.
Thanks to medical progress, the number of aged is increasing rapidly. In 1930,
there were 6 million people over 65 In the United States; today there are 16
million.

For far too many of these, long life has meant shrunken Incomes, increased
sickness, loneliness, and the shame of being a candidate for a handout from
society. Health, Education, and Welfare Secretary Flemming, in his thorough
report to the house Ways and Means Committee last year, concluded that three
out of every four aged persons would be able to "prove need In relation to hos-
pital costs." That is to say, they would be able to prove that they simply could
not afford to piy for the care they needed when taken seriously ill.

The Issue, then, is not whether there Is a problem but rather how to meet the
problem.

TWO APPROACIIES

Representative Aime Forand, Democrat, of Rhode Island, has proposed to deal
with it through a system of compulsory Federal insurance within the framework
of the Social Security Act. The Forand bill would provide insurance covering
60 days of hospital care, or 120 days of combined hospital and nursing home
care, together with surgical services, to all those eligible for old-age insurance
benefits. It would be financed, initially, by boosting social security payroll taxes
one-half of 1 percent, divided equally between employees and employers.

The Forand bill has been attacked for a number of reasons by various groups,
especially the American Medical Association, which sees it as the camel's nose
of socialized medicine coming under the tent.

But the main weakness of the Forand bill, as specialists in the health field see
It, is not that it does too much but too little. They condemn it as too narrow
and as an encouragement to "hospitalitis"-the tendency, inherent in many of
our present voluntary Insurance programs, to put the sick into hospitals because
there are no provisions for covering treatment at home or in doctors' offices.

The )ill sponsored by Senator Javits, Republican, of New York, strikes at this
weakness. As Javits points out, though hospitalization costs comprise a large
part of an aged person's annual medical bill, the average older couple spends
$140 a year on health costs unrelated to hospitaliaztion. "One out of every six
persons 65 years and older," says Javits, "pays over $500 in medical bills an-
nually." Yet 60 percent of the old people have annual incomes under $1,000 and
can't afford home or office care that might cut down the length of hospitalization
or eliminate it altogether.

Javits would deal with the problem by a voluntary program that would com-
bine Federal and State subsidies, contributions sealed to Income by the aged
themselves, and both commercial and nonprofit insurance companies such as
Blue Cross and Blue Shield. The program would not become operative in any
State until the State put up the money, arranged with the insurance carriers,
and agreed to certain standards for the program.

Although the Javits bill makes a hard effort to provide a voluntary (and
heavily subsidized) program, it does not appear to meet the test of practicality.
The program would take a very long time to negotiate with 50 individual State
governments and with the Insurance carriers-assuming that it would be pos-
sible at all to get them Involved in a program whose costs are unpredictable.

Indeed, after studying Flemming's able report, and the arguments on all
sides of this issue, we are forced to conclude that the voluntary approach simply
will not do the job.

The problem basically is that the aged are high-cost, high-risk, low-income cus-
tomers. Their health needs can be met only by themselves when they are young
or by other younger people who are still working. The only way to handle
their health problem, therefore, is to spread the risks and costs widely. And that
can best be done through the social security system to which employers and
employees contribute regularly. By comparison with the heavily subsidized
schemes, this approach has the advantage of keeping old people from feeling that
they are beggars living off society's handouts.
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We do not pretend to know all the answers to the problem of enlarging the
social security system to include a health insurance program for the aged. Even
a modest study of the problem immediately convinces anyone of its difficulty
and complexity. At this point, we don't think that the complete answer to it
has emerged.

Nevertheless, no democratic government can refuse to grapple with a problem
of such demonstrated urgency and importance. The issue cannot be evaded and,
before it becomes a political football, the politicians of both parties should accept
responsibility for finding the best possible answer in the shortest possible time.

[From Life magazine, Apr. 25, 19603

AGE, HEALTH, AND POLITICS

The hottest political potato so far in this election year is this question: Are
Americans over 65 entitled to Federal help to meet their hospital and doctor
bills?

The Forand bill, which would raise $1 billion for such care by a one-half of 1
percent boost in the social security tax, has produced floods of favorable mail
and given the Democrats an unexpected issue. Republicans, while granting
the need for aid, are trying to find a more private, voluntary alternative. Since
the issue Is important, let's try to separate its social realities from Its politics
and facts from principles.

Unquestionably, many older Americans (15.8 million are over 65) are in real
need. The average $72 a month they draw from social security scarcely pro-
vides food and shelter, much less for the medical expenses which increase with
age. Few are in a position to meet the cost of chronic illness from which many
suffer. Yet even to get charity care-itself inadequate in quantity and often
inferior in quality-they must suffer the indignity of a pauper's oath.

Can their need for medical aid be provided by private, voluntary Blue Cross-
type plans? These are expanding, but can never meet the whole need. Pre-
miums for the aged as a separate group are prohibitively high. The least bur-.
densome method of insurance Is for the whole society to spread the costs over the
whole working life cycle. The cheapest and most logical way of doing this,
whether by the Forand bill or a better one, is by extending the existing system of
social security.

To provide this aid need not be socialized medicine, as opponents claim, since
payments could be made through private channels and patients select their own
doctors and hospitals as before.

The first question of principle is whether this form of aid will undermine the
private duty of providing for one's own old age through old-fashioned virtues
like foresight and thrift. Being a floor, not a ceiling, it need not do so. Indi-
viduals will still have plenty of incentive to save for the future, though less fear
of it.

Another question of principle is whether it is the proper function of a free
government to offer special help to its older citizens. That principle was ac-
cepted when social security itself became effective in 1937. The presumption
against any extension of Federal activity and expenditure, though Jeffersonian
in origin, is now championed, though weakly, by the Republicans, who don't
want to be tagged as enemies of the aged. But an extension of an established
system like social security is not a violation of principle. But there is also an
issue of cost.

Not even the Democrats can extend the welfare state without reference to
the price tag. Enough spending bills were introduced in Congress last year
to add $50 to $60 billion to our existing $78.4 billion budget if passed. Priori-
ties, therefore, have to be determined. Health aid to the aged can be provided,
but it may mean fewer schools, highways, or other needs which may also be
urgent. A related question is whether aid to the aged can be done without re-
newed inflation. The aged, on small and fixed incomes have been the chief
sufferers from inflation, and this is a good reason for giving social security
a high priority. By the same token, any aid program that feeds inflation would
defeat its own purposes and fool its beneficiaries. So the costs of any plan
adopted must be carefully limited and controlled.

Doubtless the Forand bill can be improved. Some $200 million could be
saved simply by raising the eligible age from 65 to 68. Moreover, many oldsters
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able and eager to work could better provide for their own security if the $1,200
limitation were raised on the income they may earn without forfeiting social
security pensions.

But in principle, such aid is proper public business. The issue is therefore
inevitably and properly a political one. It should be decided according to the
Nation's sense of Justice, urgency, and choice of priorities in the use of scarce
resources--as interpreted by the Nation's elected Representatives in Congress.

The CHAIRMAN. Senator, I would just like to ask one question.
IHow does this compare to the Forand bill?
Senator McNATIFARA. I don't know anything about the details of

the Forand bill, but it has the same general approach in that it
uses the so-called social security system to provide prepaid medical
insurance for retired people.

I t hink to that degree it is similar.
The CHAIMAIN. Have you got a list of the patrons of the amend-

meat here?
Senator McNAMAIIA. The 23 Senators who joined me are: Senators

Kennedy, Clark, Randolph, Syning-ton, Humphrey, McGee, Williams
of New Jersey, Young of Ohio, Douglas, Gruening, Long of Hawaii,
Murray, Hart, Magnuson, Morse, Ilennings, Jackson, Pastore,
McCarthy, Bartlett, Engle, Green, and Mansfield.

The CHImRIMAN. Thank you very much, Senator.
Senator McNAHAHA. Thank you for your courtesy.
The CHAIlM.AN. Senator Gore?
Senator GORE. I wish to congratulate you, Senator McNamara in

the work you have done. I have read carefully your proposal and
the speech you made with respect to it. It is a vigorous program
which you present, and in a number of respects the bill which I have
introduced is similar to the one which you and others have introduced.
Indeed the various bills which propose medical care and hospitaliza-
tion programs within the social security program, of necessity must
hav e similar provisions. I think you would agree to that.

Senator McNAMARA. Yes, or any other prepaid plan, I think
would have similar provisions.

Senator GoRF. There are several differences which in and of them-
selves would be of considerable importance, between the bill which
I have introduced and the one which you have introduced.

One difference, I believe, is that my bill would place more emphasis
upon, shall we say, outpatient care, more emphasis upon home visits
by physicians, upon visits to offices of doctors, nurse care, and one
reason why I felt that it would be advisable would be the scarcity of
hospital beds and rooms at this particular time.

Senator McN,\.AARA. I think, if you will permit ail interruption at
this poiimt, you find our bill emphasizes the use of nursing homes
and a good l)rogran of home care.

Senator Goi. Yes, I agree that it does. I think my bill perhaps
places more emphasis upon that.

Senator McNi.vLAmm. I would only comment by saying it would
he hard to place more than we do, but then it is a matter of degree.
[Lauclter.]

Senator GOlE. Well, you wouldn't say it would be hard to do more
of anything-well, I might agree it would be hard to do more of any-
thing good than the senior Senator from Michigan.

134
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Senator McNamara, I did want to congratulate you on the fine
work that you have done, and the staff of the committee.

In working with the staff of the subcommittee which you have
gathered together, I find them to be competent and very helpful and
cooperative.

Senator McNAHARA. Well, I think they deserve that praise and I
appreciate it coming from you, Senator. I might just add, Mr.
Chairman at this point that we could have brought reams of editorials
from the leading newspapers of the country as well as many of the
very slick magazines endorsing the approach that we use to a solution
of this problem.

Senator GORE. What do you mean various slick magazines?
[Laughter.]

The CHAIRMAN. We are always very happy to have you, sir.
Senator McNAMARA. Thank you.
Senator BENNETT. Senator Gore, magazines whose paper is loaded

with casein. '[Laughter.]
The CHAIm.RAN. The next witness is the distinguished Senator from

New York, Senator Javits.
You may proceed, sir.

STATEMENT OF HON. JACOB K. JAVITS, U.S. SENATOR FROM THE
STATE OF NEW YORK

Senator JAVITS. ir. Chairman, I thank you for this opportunity
to appear and I will not detain the committee too long because we all
have our chance to debate this on the floor.

I think it is very important to have a record made before the com-
mittee, and so I am glad to have this opportunity to do so.

Mr. Chairman, 1 appear here in support of the amendment 6-27-
60-H, in the nature of a substitute to title VI of the bill which is be-
fore the committee, which is in its essentials the health insurance for
the aged act introduced some months ago by me together with other
Senators. Those who are on this amendment in the nature of a sub-
stitute are Senators Cooper, Scott, Aiken, Fong, Keating, Prouty, as
well as myself.

Now, the proposal which we make is contained in an analysis of
our bill which I ask unanimous consent may be made a part of my
statement for the record.

Senator GORE. Without objection so ordered. (See p. 489 staff
analysis, departmental views, and text of amendment.)

(The analysis referred to by Senator Javits follows:)

ANALYSIS OF HEALTH INSURANCE BILL, S. 3350, As AMENDED JUNE 27, 1960,
AND INTRODUCED AS AMENDMENT 6-27-60-H TO H.R. 12580

Title.-Health Insurance for the Aged Act-sponsors: Senators Javits, Cooper,
Scott, Aiken, Fong, Keating, and Prouty.

Organization.-Administered by State plans subject to approval of Depart-
ment of Health, Education, and Welfare.

Purpo8e.-To assist States in establishing State plans for health insurance
for individuals 65 years of age and over on a voluntary basis and at subscription
rates they can afford to pay.

State plan.-Must designate a single State agency; provide for financial par-
ticipation by the State; permit every individual over 65 (and spouse) to sub-

58387-6---10
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scribe; provide both "service" or "indemnity" types of benefits; provide physi-
cian's care up to one-third premium cost; provide coverage during temporary
absence from State.

Betieflts.-Minimuni benefits speclfied per year include (a) physician's services
for 12 home or office visits; (b) 21 days of hospital or equivalent nursing home
care; (c) first $100 of costs for ambulatory diagnostic laboratory and X-ray
services and (d) 24 visiting nurse's home service visits as prescribed by a physi-
cian. Maximum benefits computed as generally practicable under income divi-
sions at stepled-up rate schedule starting at 50 cents monthly for subscribers
with income of $500 to $1,000 per annum to maximum subscription charge of
income of $3,600 per annum-no subscription charge for income under $500
per anum. Maxinmumn benefits can receive Federal matching grants up to $165
per annium per capital ; minimum benefits above can be obtained at $70 per person
Per a5m5n15.

Maxinumi. bcneflts.-Sixty days hospital or equivalent cost care in a nursing
hlomue; surgery in or out of hospital, medical care in hospital, doctor's office visits
with laboratory tests, diagnostic X-rays, and specialist consultations; visiting
nurse service at home.

Subscription ratc.-Schedule to be determined by the State, proportioned to
subscriber's income by negotiation with Secretary of HEW.

Covcrag.-Insurance will be placed with either nonprofit service agencies
(i.e. Blue Cross, Blue Shield, etc.) private or nonprofit insurance carriers under
contract with State agency, or with an insurance carrier set uI) by the State for
su(ch putSrose.

l'ede;ral participation.-Federal percentage worked out on a ratio of State
per capital income to national per capita income. Similar to HI11-Burton Iospital
Act formula, which has been so successful. In no case shall Federal percentage
exceed 75 percent or be less than 331/ percent.

Cost of program.-MIinimum benefits program would cost at maximum a total
of $840 million with Federal share about $400 million estimated on participa-
tion of 12 million over 65 without any payment by any benefited individual;
maximum benefits would cost $1.5 billion and with estimated payments by sub-
scribers of $400 million would make Federal Government share of $-480 million.

(Control.-Act provides for cutting off Federal funds If State falls to comply;
for appeals to U.S. Court of Appeals for reports to Congress.

Senator JAVITS. Tlie principal step encompassed in the bill which
we have submitted, as it is now revised, is the establishment of a State-
Federal medical system for the aged, which will have certain basic
benefits guaranteed in every State system and in which the costs will
be shared by the State and the Federal Government on the formula
of the Hill-Burton Act, the hospital construction act, for those basic
benefits.

Above and beyond those basic benefits, and up to a maximum benefit
which is purchasable at a total cost of $13 a month or $156 per capita
a year, there is a maximum set of benefits which we estimate can be
bought for that preniumn; and between the minimum and the maxi-
mum it will be a State option proposition: if the State desires to have
a more inclusive program, then it may schedule subscription charges
from those who can afford it based upon their income, its plan to be
negotiated with the Secretary of Health, Education, and Welfare. But
I wish to emphasize the distinctive feature of our plan, which is that
the minimal benefits call be made available to all who are 65 and over
without any cost to the individual and outside the social security
system.

Now these minimal benefits, which are very important aspects of
the proposition, are the following:

Twenty-one days of hospital or equivalent nursing home care; 12 home or
office visits by a physician; the first $100 of costs for ambulatory diagnostic,
laboratory or X-ray services; and 24 visiting nurse home service visits per annum
as prescribed by a physician.
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Now, the reason for establishing these benefits, Mr. Chairman, are
that they are adequate benefits considering the actuarial findings on
what our older people require. For the source of that, I refer the
committee to the national health survey conducted by the Department
of Health, Education, and Welfare, series B-i, entitled "Physicians
Services Utilization" (published by the Public Health Service in
November 1958) ; also series B-7, "Hospitalization Services Utiliza-
tion," published in December 1958. These findings were also checked
against the OASI statistics for 1959. The Department comes up, for
example, with the proposition that average utilization of hospital
care by people over 65 is 14 days per year, and under our plan as a
minimal basis you have 21 days. And so, for the care of physicians,
care of nurses, and ambulatory diagnostic services, et cetera, this bill
providess a minimum which is fully adequate as developed from the
actuarial findings of the Department based upon fundamental studies
for ordinary health care.

Now, THr. Chairman, the social security approach, and the objec-
tions to it, I am sure, have been very well discussed by the Secretary
of Health, Education, and Welfare, and I would not undertake to go
over that ground again, although I am perfectly glad and ready to
debate the issue on the floor when we get to that point; but I would
like to say in support of our own program, that it is a first cost pro-
gram. There is no deductibility. The subscriber gets the benefit of
it at once, as soon as he needs it. It is designed on the minimum basis
to l)rovide what normally he actually needs, and it represents partici-
pation by the States and Federal Govermnent in a cost bracket which
has been pretty well accepted as the estimate of what this ought to
cost.

Let me explain that. As you look through these plans, in this com-
parison form, you find right across the board the cost is about $400
million per year for the Federal Government.

Even the' cNamara bill, which I think is broader than the Forand
plan, if you accept that approach, because it does take in those who
are on old age assistance, contemplates an expenditure of about $400
million a year for that purpose.

The Forand plan necessarily encompasses that kind of an expendi-
ture over and above what is contributed into social security. So as
you look into these plans, no matter which one you take, you are
(going to have an appropriation of about $400 million from general
revenues-this is quite apart from the social security contribution.
This plan is apportioned to the need on a minimum basis where you
share with the States just about what everybody agrees the Federal
Government is going to pay out of the general revenues anyhow; at
the same time you don't get involved in the social security system
with all the argument and objection there is against getting into it. It
seems to us-my colleagues and myself who have combined on this-
that it is a fair ground upon which to stand in the effort; and I
understand from Mr. Lesser of my office, who was here this morning,
that the Secretary made a most eloquent statement in respect to the
need for legislation in this field.

Gentlemen, any figure that you pick demonstrates it. For example,
60 percent of the aged have less income than a thousand dollars a year
and their average medical bill is $125 a year; 16 percent of them spend
as much as $500 a year.
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It. just seems to me that people who have given their lives in the-
service of our country-in terms of the economy of our country-are
entity led to this kind of consideration from us in their declining years,
when they need it.

I think this is one ground upon which all proponents of all bills
agree, whether it is Sentator Gore's bill, or any other bill. It seems
to me we meet on common ground at that point, that is, we feel there
has to he legislation in this field, whatever may be our differences as
to the way in which it should be approached.

Also, Mr. Chairnuah, in commendation of our plan I would like to
point out that 127 million people are now under some kind of a. medi-
cal care program. It may be inadequate and I think in many cases
it is, especially for our ohler people, but there is some kind of a pro-
grain. Now we build upon that by taking advantage of the fact that
you just don't then have to start out from first base with the Federal
Government running a national health scheme, and I think that is the
fundamental problem which is presented by the social security, so-
called compulsory approach. In our case you don't do that, you can
build on everything that you have, and use it, and I think that has
great advantages.

Then, in our plan, you also build upon what the States have in the
way of facilities; facilities differ very materially among the States.

Some States can give a much ligher level of medical care than
others. There is no reason why one should be retarded over the
other. And, third, and very importantly our plan is very heavily
based upon physicians' care, and here I would like to refer to a semi-
nar which I conducted at the College of Physicians and Surgeons in
New York about 3 months ago, in March of this year and I would
like, Mr. Chairman, to have permission to include the report of that
seminar as part of my testimony before this committee if I may.

The CHAwMMAN. Without objection.
(The document referred to follows:)

CONFERENCE ON THE "ROLE OF THE FEDERAL GOVERNMENT IN PROBLEMS OF HEALTH

AND MEDICAL x(ESEARCH," SATURDAY, MARCH 12, 1060, 9:30 A.M.

CONFEREES

Senator Jacob K. Javits and staff:
Mrs. Jacob K. Javits.
Mr. Allen Lesser.

Columbia staff :
Dr. 1-. Houston Merritt, dean, College of Physicians and Surgeons, and

vice president in charge of medical affairs, Columbia University.
Dr. Willard C. Rappleye, dean emeritus and vice president emeritus in

charge of medical affairs, College of Physicians and Surgeons.
Dr. Aura E. Severinghaus, associate dean, College of Physicians and

Surgeons, and professor of anatomy.
Dr. Melvin D. Yahr, associate professor of clinical neurology.

Others:
Dr. John Bourke, hospital survey and planning committee.
Dr. Francis Browning, University of Rochester Medical School.
Mr. George Bugbee, president, Health Information Foundation, Inc.
Mr. Winslow Carlton, vice president, Group Health Insurance.
Dr. Martin Cherkasky, director, Monteflore Hospital, New York City.
Dr. 'ohn E. Deitrick, dean, Cornell University Medical College.
Dr. Marcus D. Kogel, dean, Albert Einstein College of Medicine, New

York City.
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Mr. McAllister Lloyd, chairman of the board, Teachers Insurance & An-

nuity Association.
Dr. Alines C. McGuinness, executive secretary, New York Academy of

Mle(licine.
The Honorable George P. Metcalf, State senator.
Dr. David Seegal, professor of medicine, College of Physicians and

Surgeons.
Dr. Martin I. Steinberg, director, Mount Sinai Hospital.
Dr. Thomas Thacher, superintendent of insurance, State of New York.

Dr. A. W. Wright, Albany Medical School, Albany.
Dr. Frederick D. Zeman, chief of the medical services, Home for Aged

and Infirm Hebrews.
Members of the press.

MEMORANDU M

Su in mary
The problem of health care for those 65 years old and over is distinct from

the problem of health care for those under that age; Federal assistance is

necessary In handling any health care program for the aging; and any such

health care program should be voluntary, with contributions by the beneficiary

as well as by State and Federal Governments. These are the major conclu-

sions that may be drawn from the papers and discussions of those who engaged

in the conference.

D isctssion1
The first paper was delivered by Dr. Frederick D. Zeman, chief of the

medical services of the Home for Aged and Infirm Hebrews, who spoke on

medical preventive services for the aged. He said that the problem of caring

for the aged so far as medicine is concerned starts on the day the individual

is born, and stressed the need for retraining professionals so that they could

handle the problems that older people present. le described the advantages of

a geriatrics institution, the specialized equipment used by such an institution

as contrasted with the hospitals. There were no operating rooms, no X-ray

laboratories, etc., but the geriatric institution could provide better postoperative
care than a general hospital and had many advantages in caring for those 65
and over.

Zeman emphasized that the problems of care for those 65 and over are quite

different from those we usually anticipate. He pointed out that of the 100,000

or more who are institutionalized in New York State mental hospitals, many
are over 65. At Central Islip, for example, more than 50 percent are 65 years

old and over. However, he said, these 50 percent were not necessarily hope-
lessly insane; their mental illness is part of the whole process of aging, and

with proper care they could be taken out of this kind of an institution.
Prevention of disease among the older people is part of the larger picture of

preventive medicine, and begins long before the individual has reached the age
of 65; a dynamic aggressive approach to the problems of preventive medicine
with particular reference to the early detection of chronic illnesses before they
become obvious in the aged is what is needed. These preventive services are
extremely important.

Dr. Martin Cherkasky, director of the Monteflore Hospital in New York,
pointed out that the older patients primarily suffer from chronic Illnesses as
contrasted with the acute character of the illnesses that strike younger people.
He said it is impossible to provide adequately for the older people because there
is a wide gap in the amount of knowledge that physicians have about treating
them. One should start in preventive medicine long before the patient reaches
the age of 65. General medical care must exist first if the program for the
older patients is to be considered.

Dr. Cherkasky said that to prevent chronic illnesses, one must be able to
detect them at a very early stage. Usually the onset of a chronic ailment is
insidious, the patient doesn't even know that he has it. The patient, therefore,
must have "easy" access to physicians if chronic illnesses are to be checked in
their early stage. It must also be "easy" for the doctor to use all the tools of
preventive medicine, and in this connection the economic obstacles must be over-
come. The complexity of modern medicine means that the group treatment, the
group setup, is important for proper diagnosis and treatment.

Dr. David Seegal, professor of medicine at the College of Physicians and Suir-
geons, pointed out that great progress has been made in the last 40 years in the
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treatment and knowledge of chronle diseases and that 38 diseases which then
were fatal are now under control. lie pointed out, however, that nm(lical
schools need consierable strengthening If specialized training for aging people
is to be developed to any great extent. lie suggested that ii the accurate treat-
ment of the aging, the word "appraisal" be substituted for "diagnosis," and
managementn" for "treatment."

An ilm ortant point was nade by l)r. Martin R. Steinberg, director of the
Mount Sinai Hospital. le pointed out that younger physicians usually attempt
to make a complete cure of the patient. Insofar as the aged are concerned. I)r.
Steinberg pointed out accurate diagnosis and complete cure are not as urgent
as the need to keep these older people up and about. Being anhiulant is prob-
ably the most important part of the treatment.

Another important suggestion was 1nde in this early morning discussion by
Dr. Martin ('herkasky. lie sail that older patients needed a variety of services
and ie out linled fill ideal coninunity situation in which the hosldtai was the
centralized medical agency around which was linked the nursing bonte, home-
care p)rogralls. fill(] other measures designed to ger tile patient oil his feet as
fast as possible. Outpatient services would broaden the services of tile 1hos-
pitai llit clistollial institutions were also needed, all of them linked with thie
central hospital. 'ihi. was the way in which an effective community program
cold be organized. ]I)r. Cherkasky visualized a community set up in which tie
hospital with all its medical nd dlagnost Ic services would be the first to take
the older persons, who would then be transferred as soon as possible ither to
nursinW. hol(s, to outpatient services, or to some other custodiall instilution as
quickly as possible. thereby provilding adeillate service without placing too great
a burden on the hospital itself.

Dr. Zeman stressed the need for "clinical lumnility," by which he meant that
doctors sliould develop lit fil early stage a realization that they call achieve
only lIited goals. He strongly supported Dr. Cherkasky's suggestions.

Ilr. Willard C. IRappleye, deani emeritus and vice president emneritus of the
College of Pilysllans fill(] Surgeons, pointed out that one Should not focus only
on those 65 years ol or over. Ile stressed telat o11 had to consider tile whole
practice of general medicine, medical education, and the ways alld 11ans of
financing this education. He enlarged upon tills at a later stage il the dis-
cussion.

Dr. John E. Deltrick, (lean of tIle Cornell University Medical College also
pointed out that where the aged were concerned. prevention calls for making
people happy, fnd to see that they get proper nutrition. He stressed the fact
that poor nutrition lay at the root of a great many of the problems faced by the
aging. Ile citedd the perils of isolation inactivity and depression as part of the
problem that had to be overcome.

George Bughee, president of the Health Information Foundation, seconded this
observation. le stressed tile need for the doctors to emphasize to their aging
patients that they find ways and means to live with themselves.

Another suggestion came from McAllister Lloyd, chairman of the board of
the Teachers Insurance & Annuity Association. Mr. Lloyd suggested regular
medical examinations by busines firms for their chief employees as one of tile

ways ill which preventive medicine could be most effective ill early diagnosis and
prevention of chronic illnesses.

Dr. Aines C. McGuinness, executive secretary of the New York Academy of
Medicine, pointed out that the old and aging needed twice as much care as
those under 65.

2

l)r. John Bourke, executive director of the New York State Hospital Survey
aind Planning Committee, delivered a paper on hospital trends and the needs of
those who are chronically ill. lie pointed to tile development in recent years
of fewer but better and larger hospitals, and emphasized that the gap between tile
apparent need find the number of hospital beds is not as large as the statistics
would seem to indicate. The gaps that do develop are tie result of chronic cases
being placed il the hospital where they don't belong instead of using the hospi-
tal beds for acute cases with consequent much more rapid turnover.

Dr. Bourke's paper, which he summarlze(l very briefly, provided statistics
showing tile differences between costs of 10 years ago and costs today. He
said, however. that despite sizable increases, costs to the patient were not
much higher because the average length of stay in the hospital has been short-
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ened. This means that intensive treatment is provided over a much shorter
period of time than 14 years ago. Dr. Bourke warned against overinstitu-
tionalizing the population and emphasized that the development of nursing
home units as part of the hospital complex can take care of many of the prob-
leis of the chronically ill.

Dr. Bourke called for the reexanation of ways and means to cut down or
avoid hospital stay altogether. lie praised the Itlll-Burton program and said
that it has changed completely the rural hospital system in upstate New York
and vastly improved medical care in that region. The hospitals were better
staffed and better equipped and he had only words of the highest praise for
this program.

)r. Bourke favors the large centralized hospital, and he pointed out that
)lanning uiust include the full range of facilities and required services which

will allow the hospital to serve as a central core for such needs as chronic
disease care, the nursing home type of care, ambulatory, diagnostic, and treat-
ment facilities and home-care programing. Sound community planning, he
said, will tend to avoid unnecessary costly construction and duplication. He
em)lhasized that it did not make good sense to keel) the patient in a general
hospital bed which cost $26 a (lay when the required care could be given in a
nursing home unit for an approximate cost of $9 or $10 a (lay.

Dr. Bourke stressed that the prevention of disease should be our primary goal
and that go(d quality medical care and hospital care should be available to all
as needed. The cost of such care, he said, should be studied within the broad
framework of the health of our community and with regard to our overall
economy. More doctors should be trained and more services were needed. Sat-
Isfactory methods must be developed Jointly by voluntary enterprise and gov-
ernment so that all ages of people and all economic groups can share equally
in the rich benefits which the health, and medical and related sciences have
provi(led toward a more healthful life.

I)r. MeGuinness praised Dr. Bourke's presentation and went on to point out
the need for more research in the administration of medical care. He pointed
out that the tIill-Burton program provided only $1.2 billion for research, a
ridiculously low level.

Dr. Rappleye cautioned that the problem of costs in taking care of the aging
will change because those now covered under lower rates will get older and
then continue to be covered by some form of insurance. Dr. Steinberg urged
that we look into the quality of insurance coverage, not only the number of those
who are covered.

Dr. Marcus D. Kogel called attention to the desperate shortage of registered
nurses for round-the-clock care, and Senator Javits cited the amendment to the
Hill-Burton Act which helps nursing homes. He said that we could do much
more in that direction.

Dr. Rappleye said that at least one-third of those in the hospital need some
other kind of care. He minimized the Forand bill; but said that some kind
of subsidy would be necessary if insurance ",ere to be made available to a much
larger proportion of the population. He plOuzited out that you cannot sell a
complete insurance program once the premium reaches the point of more than
40 percent of the total cost of the health coverage. In Canada, he said they had
arbitrarily picked on 331A percent as the limit.

The recurrent theme in the general discussion that followed on levels of care
was that any broad program needed structuring lest the load on hospitals become
staggering as it would under the Forand bill. There Is need for an incentive
to put the patient where he belongs, not just to dump him in the hospitals willy-

lly.
The question was raised by Dr. Martin Cherkasky as to whether the Federal

Government could possibly require employers to carry a health insurance pro-
gran which would meet minimum standards for their employees in a fashion
analagous to workmen's compensation insurance. In reply State Senator Met-
calf of New York said that bills had been introduced to require employers of
more than three or four persons to provide basic insurance coverage on a 50-50
matching basis if the individual were single, and 35-65 matching if he had
a family. Provision was also made for the payment of premiums during em-
ployment-there would be basic coverage only. Senator Metcalf pointed out
that the Governor opposed this bill because New York State might be singled
out and lose industrial business.
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An extremely important point was made at this stage of the discussion by
Dr. Martin Cherkasky. le stressed that the figure of 43 percent of those cov-
ered by health insurance was misleading because it (lid not indicate how much
coverage they were carrying. Ile pointed out that the problem of health cov-
erage was really two problems: (1) involving those 65 and older and for them
Federal support was absolutely essential; (2 )however for those 55 and under
some form of voluntary services or insurance plan with a noncancelable clause
miluht prove more acceptable.

Superintendent Thatcher pointed out that the cost of health insurance would
be more than double if it had to include those 65 and over in any long-range pro-
grain. The State alone could not carry this kind of cost and therefore a Federal
subsidy would be essential.

In his summary of the morning discussion, Senator Javits pointed out that
there were alternatives to institutional care and that the need was primarily for
intermediate care between the hospital and the home. lie took note of the
fact that the upstate (New York) hospital program had been accelerated by
the 111-Burton Act and also that its extension to cover nursing homes was inade-
quate. Ile reviewed Dr. Bourke's finding that at least one-third of those in the
general hospital at present could really be taken care of at home or In nursing
homes. At the same time he recognized the inadequate availabilities of present
nursing homes. There was need for the Federal Government to get into the field
of aid to the States and to hell) accelerate all medical programs. He pointed out
the contribution of NIH and also the fact that there was pressure in Congress
to help pay the beyond tuition cost of nongovernmental medical schools.

Mr. George Bugbee was opposed to Federal participation in any health Insur-
ance program. He said that employers can pay more of the cost of health care,
and lie was not ready to accept the statistics, cited by Dr. Rappleye which placed
one-third of the cost of care as the limit of the premium which the worker could
afford to pay.

Dr. Rappleye referred to the experiences in Europe with health insurance
andi pointed out that there was a decided shift in plans to cash indemnities rather
than services. This Is because cash indemnities resulted in relatively lower cost
than services. lie said that Blue Cross and Blue Shield were also shifting to the
cash Indemnity types of insurance. Dr. Steinberg, however, said that patients
covered by Blue Cross still largely received services rather than indemnities.

The conference adjourned for lunch.
3

The afternoon session opened with delivery of Dr. Steinberg's paper on plans
and proposals for health insurance for the aging. Dr. Steinberg first describe(] the
American Medical Association's insistence on a voluntary prepayment type of
Insurance.

Dr. Steinberg's point was that the voluntary approach alone without govern-
mental help was not feasible. The cost for the aged cannot be borne entirely
by lounger persons paying increased social security taxes, nor will strengthening
Blue Cross alone provide the answer. The aged themselves, of course, cannot
afford the full cost.

An approach purely by the State and local governments based on need would
call for a means test. Financing for the indigent by the Federal Government
means that the cost would spiral anywhere up to $2 billion a year. It would be
undesirable to attempt to get this fund out of the general revenue.

Dr. Steinberg then described a proposal made in Colorado for statewide care
which would be limited primarily to hospitalization. It was based on the fact
that the aged can participate to some extent in financing the program, and the
remainder of the program would be paid for out of the general fund.

Dr. Steinberg made his own proposal which would earmark an increase in the
social security tax for placement in a separate trust fund to provide hospital
care for the aging in which the Federal Government would participate as It does
now in the Hill-Burton Act. Under his proposal approximately 60 days of hos-
pitalization would be provided, and those 05 to 70 years old would be eligible to
participate.

Dr. Steinberg explained that his approach differs from the Forand bill in that
the Government does not pay for hospital service as such but purchases voluntary
health insurance on an actuarial basis. However it does make coverage manda-
tory since the Government would buy Blue Cross insurance for the aged.

Dr. MeGuinness recommended that the cost for such program come out of gen-
eral revenue or out of a compulsory tax. Dr. Rappleye warned against Federal
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participation and said that Dr. Steinberg's approach had been rejected in La-
Guardia's administration. Dr. Bourke cautioned against the purely welfare
approach to the problem and called again for an integrated community health
program in which the contribution to the system would come out of the general
revenue.

Winslow Carlton proposed that a health program be developed in each State
and the plan submitted to HEW. He would set a minimum level of benefits but
make provisions for several types of care and would use the indemnity approach
in preference to services. Anyone 65 or over would be eligible. Insurance would
be contracted by the States from private carriers and the cost would be shared
by those eligible to participate who would pay 8 percent of their Income. This
he estimated would cover approximately half of the cost. The remainder of the
cost would be shared 50-50 by the State and the Federal Government. Mr. Carl-
ton would earmark a tax on excises to provide the funds for the Federal share.

Dr. Steinberg questioned whether the people would have the 8 percent and
pointed out that it would be doubtful whether the States would do more in this
area to cover cost than they are doing now. Dr. Bourke suggested adding a
means test. Dr. Cherkasky said that only the rich would buy this kind of health
insurance. The needy, he said, get such services as they need now from the
general assistance.

In his summary, Senator Javits said that there could be health coverage for
the aged in which the Federal and State Governments would make some contri-
bution as well as the individual concerned depending upon his income. Differ-
ent plans for different States were indicated because of the widely different
range of costs, standards, and available facilities. The Federal share in any
plan might be covered by some form of tax, but appropriations out of general
revenues-making the program voluntary for the individual rather than an
added social security tax making it in effect compulsory-seemed indicated.

Senator JAVITS. This seminar, Mr. Chairman, was a galaxy of the
leading experts on geriatrics in our part of the country and from other
parts of the country, and the consensus was that the most important
single kind of service which could be given to those over 65 was physi-
cian's service, and that it was a great mistake to make them go to a
hospital in order to get the benefit of a health plan for two reasons:
One, you would overtax facilities, and second, it wasn't good for the
older people themselves; there had to be a great concentration upon
physician s care and that is what your plan seeks to do.

It seeks to place emphasis on the fact that there is doctor's care.
Now, to conclude, Mr. Chairman, the social security approach to

medical care for the aged presents the serious problem as we see it,
of providing mainly benefits of hospitalization and surgery rather
than of adequate physician's care despite the fact, as I said, that as
people grow older they need more care from the doctor. The over-
whelming evidence of medical statistics shows that subsidizing hospital
care to the exclusion of office and outpatient care is misguided and
will tend to create critical situations in sections of the country where
such institutional facilities are even now overtaxed and where any
program of expansion will take years.to put into effect.

In that connection, Mr. Chairman, I would like to point to the
McNamara proposal, which is entirely well intentioned. I think, I
said a minute ago it had certain things that broadened it over the
Forand approacTi but I point out that this problem of medical facil-
ities taxes even those who would take the most optimistic view of this
whole situation. Under the McNamara bill it is necessary to defer
certain aspects of the service for a period of years because facilities
just have to catch up with what they might promise.

For example, under the McNamara proposal you have five categories
of service, the last two being diagnostic health, hospital services, and
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very expensive prescribed drugs-and there you have to wait until
the Secretary of Health, Education, and Welfare can work this out
with his advisory council over a period of time; and they don't promise
that you are going to get any such thing until 1962-63.

Now the reason for that is obvious, because-and I think the Mc-
Namara plan is a retty optimistic plan, and no matter ow you
Might try to meet this, the act is you have to take account of what
exists.

Ali argument that has been made against our plan is that it depends
upon action by the States, and there, Mr. Chairman, I understand the
Secretary of Healtl, Education, and Welfare has also produced evi-
dence as to 15 plans of various kinds, particularly in the health field,
where action by the States was very responsive, and where it seems to
me we are borne out by the fact that there ought to be State participa-
tion because this participation-in view of the enormous demand for
this particular kind of improvement in our law-is bound to come
from the States.

The States respond when their people want something, and that is
best shown by the tremendous participation in such programs as the
1-ill-Burton Act for the development of hospitals, and other pro-
grams of that character, where there is Federal-State participation.

I assume, that the Secretary of Health, Education, and Welfare put
this schedule in?

I would like, then, to put in a schedule as part of my testimony pre-
pared by the Department of Health, Education, and Welfare as to
i he response to Federal-State grant programs, especially in terms of
the promptness of the response, and to point out, for example, that
in the Water Pollution Control Act passed in 1956, all the States
came in the first year* in the National Defense Education Act, be-
tween 45 and 48 of the Atates came in in the first year.

(The material referred to follows:)

RESPONSE OF THE STATES TO FEDERAL-STATE GRANT PROGRAMS

A review of State response to the various Federal-State grant programs of
this Department shows that with rare exceptions the programs have found
universal acceptance by the States. In a number of instances, the grant pro-
grams were t dopted by all of the States within the first year of operation.
Furthermore, the programs have almost universally called forth State expendi-
tures ranging far in excess of that necessary to meet matching requirements.

STATE FINANCIAL CONTRIBUTIONS

In the public assistance area, 27 of the States, all of which have vendor medical
care provisions, have contributed substantial amounts of money in financial
assistance to the aged above that capable of being matched by the Federal Gov-
ernment. The remaining 23 States have not utilized Federal funds up to the
maximum possible; 15 1 of these have vendor medical care provisions, and the
other 8 make no provisions for payment of medical care under the old-age
assistance titles of the Social Security Act.

In the vocational education program, the State contributions have been four
times the amounts called for by the matching provisions. In the health areas,
all of the programs have evoked a response far exceeding that required by the
matching provisions of the various programs. This resopnse ranges from con-
tributions of more than twice the matching requirement in the 11111-Burton
hospital construction program and the water pollution program to contributions
of more than 17 times the requirement in the case of the cancer control program,

One of these will initiate its medical care provisions early In 1961.
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and to more than 20 times the matching requirements in the case of the general
health grants program and the mental health grants programs.

NUMBER OF STATES PARTICIPATING

With respect to health programs in which the Federal Government has ad-
ministered grants to the States with matching requirements, an impressive
number of these programs won participation by all of the States beginning with
the first year of the program. Such programs as the hospital and medical
facilities construction program (IUiI-Burton), the water pollution control pro-
gram, the tuberculosis control program, and the general health grants program
were adopted by all of the States in the first year of their inception. In the case
of the cancer control program, only one State did not join the program in its
first year. In the case of the heart disease control program, only two States
did not join the program in its first year. In the case of the mental health
grants program, all but five States Joined the program in the first year, and
those five joined within the first 3 years of its operation. In the case of the
maternal and child health services program, all but three States adopted this
program during its first year, and those three States joined it the following
year. In the crippled children's services program, 37 States began participation
in the first year, 7 States in the second year, 5 in the third, and 1 in the fourth.

In the field of education, the vocational education program was approved by
all of the States in its first year. The program of grants to the States for li-
brary services was approved by 49 States within the first 2 years. The new
National Defense Education Act, which has four titles establishing State grants,
has gained participation of from 45 to 48 States in all of these titles.

The promptness of State response to the seven grant programs in the wel-
fare and rehabilitation fields has been phenomenal, considering that many of
them required substantial dollar outlay and extensive new administrative struc-
ture. More than 30 States adopted four of these program within the first year of
operation. Within the first 3 years of operation, more than 40 States had
adopted five of the seven programs, and more than 30 States had adopted the
remaining two programs.

The extent of State acceptance of the seven grant programs in the welfare
and rehabilitation fields is indicated by the fact that all States are currently par-
ticipating in all but two of these program. In one of these, aid to the perma-
nently and totally disabled, only four States (Alabama, Arizona, Indiana, and
Nevada) have not yet participated. In the other extension and improvement of
vocational rehabilitation, only three States (Idaho, Louisiana, and Maryland)
have not yet participated.

Promptne8s of State response to grant programs

Number of States

Program and year began participating

lst year By end of
3d year

General health grants, 1936 ------------------------------------------------- All .............
Tuberculosis control grants, 1944 .... --------------------------------------- All ............
Cancer control grants, 1948 ------------------------------------------------- 49 All
Mental health grants, 1948 ------------------------------------------------- 45 All
Heart disease control 1950 -------------------------------------------------- 48 All
Hospital and medical facilities construction, 1947 ---------------------------- All ..............
W ater pollution control 1956 ....................................... .All -
Vocational education, 1618--------------------------------------------All ............
Vocational rehabilitation, 1920 ---------------------------------------------- 8 34
Extension and Improvement of vocational rehabilitation services, 1955 ------- 32 46
National Defense Education Act (4 titles), 1959 ----------------------------- 45-48 Inapplicable
Library services, 1959 ------------------------------------------------------- 36 49
Old-age assistance, 1936 ---------------------------------------------------- 41 50
Aid to the blind, 1936 ------------------------------------------------------- 26 43
Aid to dependent children, 1930 ------------------------------------------- 26 41
Aid to the permanently and totally disabled, 1950 --------------------------- 33 37
Maternal and child health services, 1930 ----------------------------------- 47 All
Crippled children's services, 1936 ------------------------------------------- 37 49
Child welfare services, 1936 ------------------------------------------------- 33 49
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Senator JAviIs. Now it seems to me, Mr. Chairman, that if you are
dealing with such orders of magnitude, the argument that the States
won't come in is not a very good one.

Mr. Chairman, one last word: I think we have to watch one thing
and that is how unfortunate and disillusioning it would be especially
in view of the widespread demand for a bill for medical services or
care for those over 65, if we pass such a bill and then the beneficiaries
face the breakdown in its operation because facilities are inadequate
to the demand.

I hope very much that these fundamental principles to which I
have tried to address myself will be borne in mind by the committee,
and I express the hope finally, Mr. Chairman, that this committee
will come out with a bill; that it will screen all of this evidence and
information, all of these bills, and will come out with a bill which
will go further than the bill which came over from the House. I
would like to put myself in accord with those, including the Secretary
of Health, Education, and Welfare, who feel that a more comprehen-
sive method of dealing with this admittedly great problem must be
understood by the Congress than the one which was sent over to us
from the other body and which confines itself essentially to medical
indigents is not enough.

Thank you, Mr. Chairman for this opportunity.
The CHAIRMAN. Thank you, Senator Javits.
Any questions?
Senator Gore?
Senator GORE. I would like to ask one question, if I might.
I have seen in the paper that Governor Rockefeller has presented a

plan to the Governors' conference. Have you had an opportunity to
review his plan or is his plan similar to your plan?

Senator JAVITS. Well, Senator Gore, I saw his plan on the ticker,
and of course I have talked with Governor Rockefeller, and I am well
aware of his views on this subject. He feels essentially that-from the
ticker story, I gathered that his plan is partially a social security
plan and partially a plan like ours-social security to take care of
those who are under social security, but a plan like ours, which is at
a minimum a straight general revenue plan and as you go up higher,
a contribution or subscription plan. This is what he seems to have
in mind, judging by the ticker report, for those who are not under
social security.

As you know, and as everybody knows, I am a very ardent supporter
of my Governor and his ideas, on the overwhelming majority of
subjects to which he is addressing himself in terms of national policy,
I find myself in agreement with him. He and I don't see eye to eye
on this social security question in terms of medical care for the aged,
including that part of it which he wants to put under social security.
We do see eye to eye-as I imagine I do with you and Senator
McNamara and our other colleagues-as to the fact that there ought
to be and must be legislation in this field, if humanly possible at this
session.

Senator GORE. Do you agree that it would require some considerable
fime for both the committee and the Senate to arrive at a proper
solution to this problem with which we must deal?

Senator JAVITS. Senator Gore, I am one of those who is very un-
happy about this recess, and I don't think that it would take all that

146



SOCIAL SECURITY AMENDMENTS OF 1960

time. I think that sometimes you get more done when people know
they have to decide and get the job done. I think we have all studied
these medical plans so much, had so much testimony on them, had so
many facts and figures adduced, have had such crystallizations of
sentiment in the country, that 1 think a good 2- or 3-day debate on
the floor, with the various alternatives being presented, and following
a report after this 2-day hearing by your committee-I should think
if we really wanted to we could have done this job by the end of
next week. I don't charge any bad motive to anybody, assure you,
and I fully accommodate my understanding of the good faith involved
to the views of those who would thoroughly disagree with me. I re-
spect them and. they may be right and I may be wrong. I am only
giving my opinion.

Senator GORE. Thank you, Mr. Chairman.
The CAIIMAN. Any other questions?
Senator BENNETT. May I ask one question, just to clear up my own

thinking.
In the paragraph on your analysis which says "Cost of the pro-

gram," do I understand that the program, your estimate of the cost
of the program is that the minimum benefits would cost the Govern-
ment about $400 million, and the maximum benefits might cost as much
as $480 million?

Senator JAVITS. That is correct.
Senator BENNETT. So we are looking about $800-$900 million as the

total cost, the complete cost of the Federal programing if it were in-
stalled.

Senator JAvITS. No; the complete Federal cost will be $400 to $500
million, both between the minimum and maximum and the reason is
this: When you get above the minimum our plan contemplates pay-
ment by the subscribers based on their income.

Senator BENNETT. Well, I read this that the maximum benefits
would cost a billion and a half.

Senator JAVITS. Yes.
Senator BENNETT. With estimates of payments by subscribers of

$400 million.
Senator JAVITS. That's right.
Senator BENNETT. Which would make the Federal share $480

million. 0
Senator JAvITs. That is right, as against the $400 million for a mini-

mum plan with the subscribers paying nothing
Senator BENNETT. Then what you are saying is that if only the

minlimum part of the program were adopted it would cost about
$400 million, but if you add the two of them together you add another
$80 million to the $400 million.

Senator JAVITS. That is right, because under the minimum basis we
are assuming you charge the subscriber nothing. He gets the plan'
free.

Senator BENNETT. I am still a little confused but I am glad to have
the basic figures straightened out. You are not adding the $400 mil-
lion and tie $480 million.

Senator ,JAvT.S. Senator Bennett, it is important that you do, that
you are not left confused because you have a keen and fine mind and
I would like you to understand itbecause you can be very helpful in
respect of it.
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Senator GoiE. Why don't you say that to me?
[Laughter.]
Senator BENNETT. You didn't ask the right questions.
[Laughter.]
Senator JAViTS. I will.
I think Senator Gore knows I have a very high opinion of him that

I have expressed on other occasions and I don't have to apologize.
It is very important to pinpoint what we are trying to get at.
We have. got, a minimum set of benefits here for the total gross cost

of which overall, for the participation of roughly 12 million over 65
whom we assume will take advantage out of a total of 16 million who
are in the country, which is $840 million. Now on the 1-ill-Burton
division between State and Federal Governments-

Senator BENNErT. First you had better put the figure 12 in front
of the word million on the third line of that paragraph.

Senator JAvrrs. All right.
Senator BENNETT. Which might help straighten it out.
Senator ,Lxvrrs. So we have got $840 million in gross costs, division

under the hIill-Burton formula makes the Federal Government pay
roughly $400 million.

Senator BENN rEi. That is clear.
Senator Jrn'WS. That is right, now if you take the maximum bene-

fits then you get into that phase of the plan which says that if a State
wishes to go above the minimum benefits then it has got to go, to
make some provision for 1)ayiments by those who are the beneficiaries.
And so, taking the other end of the stick, the maximum, we say that
plan will cost a billion and a half dollars, but there you get the benefit
of a higher payment by the States and $400 million from the sub-
scribers.

Senator BENINE'r. Well, the thing that is not clear to me, let me say
it back to you, the so-called ininlmum and the so-called maximum are
not exclusive. The maximum includes the minimum.

Senator ,Jvirrs. Exactly right.
Senator BENNE'r. And the maximum costs include the nonpartici-

pating feature which you have described as the minimum, plus the
participating added values would step the total cost of the program up
from 840 million to a billion and a half.

Senator ,J.vTs. Exactly aid that maximum program under a serv-
ice plan could provide 60 days of full costs semiprivate care in a gen-
eral hospital, or equivalent cost care in a nursing home or home for
the aged which might be. many more days, in hospital doctors' care,
visits to the doctor's office, with needed laboratory tests, diagnostic
X-rays, and specialists consultations and visiting nurse service. You
can also have, as an alternative an indemnity plan which would pay
you if you needed it up to $10,000, in aggregate of monetary compen-
sation care benefits. I would like to point out too, Senator, that is
very important, that notwishstanding all the debate about a social
security plan when you got down to cases in a medical plan for Gov-
ernment employees you adopted a plan exactly like the one we recoi-
mend.

Senator BENNETr. That is all.
The CTTATri,%N. Thank you very much, Senator.
Senator Robert C. Byrd of West Virginia?.
Senator, we are very happy to have you, sir, and you may proceed.
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STATEMENT OF ROBERT C. BYRD, U.S. SENATOR FROM THE STATE
OF WEST VIRGINIA

Senator HAIWrE. I might comment, Mr. Chairman, that he has a
very fine name.

The CAIR-M3AN. I will agree with that.
Senator BYRD Of West Virginia. Thank you, Mr. Chairman. I

have a good bit to live up to, may I say.
I am grateful for this opportunity to appear before your distin-

quished committee in behalf of amendment 6-24-60-N which I have
offered to H.R. 12580. (A copy of amendment 6-24-60-N referred to,
an analysis and depalrtmental report., thereon aPpear on p. 469.) My
amendment, which is cosponsored by 19 other Senators, would amend
the Social Security Act so as to permit men to receive reduced benefits
at age 62 in exactly the same manner and under the same conditions
as reduced benefits are provided for women at age 62 under existing
law. Under existing law, a female worker, or wife, who is otherwise
qualified may elect to receive actuarially reduced benefits at age 62,
and any wiaow or female parent -who is otherwise qualified may
receive full benefits at age 62. My amendment would treat men
workers, husbands, widowers, and male parents in exactly the same
way as their counterparts of the opposite sex are treated under exist-
ing law.

I have been advised by the chief actuary of the Social Security Ad-
ministration, Mr. Robert Myers, that the adoption of my amendment
would involve no appreciable additional cost. As a matter of fact,
I was advised by Mr. Myers that the net additional cost to the social
security system would be about one-twentieth of 1 percent. No addi-
tional payroll tax would be involved. The amount of additional cost
is small enough that it could be borne within the current financing of
the system, according to Mr. Myers.

Under my proposal, a man who decides to apply on his 62d birth-
day can draw social secuirty benefits equal to 80 percent of the amount
he would receive were he to wait until lie reached his 65th birthday.
He would have the option of receiving a proportionate increase-
five-ninths of 1 percent-for each month he delays retirement after
age 62. For example, a man entitled to a benefit of $100 a month at
age 65 would receive $80 per month if he chose to retire at age 62,
under my amendment. If he decides to wait until he is 63 to apply,
the benefit he would receive for life would be increased to $86.67
monthly. If he applied at age 64, his monthly benefit would be
$93.34.

It is my understanding, Mr. Chairman, that the provisions which
were adopted into law with respect to reduced benefits for women
have occasioned no administrative difficulties. In the light of the
experience gained from the years in which the lowered eligibility
age for women has been in effect, I think one could be confident that
the adoption of my amendment would prove to be similarly beneficial
and advisable. In other words, the 1956 amendment has worked out
all right in the case of women, and it should prove to be the same for
men. At the time the 1956 amendment was adopted, there was some
skepticism about how well it would work. It was charged that the
lower retirement age would encourage employers to lower the com-
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pulsory retirement age for women employees. Opponents maintained
that it would discourage the continued employment of older women
workers whose potential work life would thus be shortened. Ex-
perience, however, has failed to bear out these skeptical fears and
the average age of retirement for women has not been lowered by the
reduced annuity.

r realize that there is some question as t-) whether it is desirable
policy for the Government to encourage early retirement when the
science of geriatrics is lengthening the life span of men. Yet it is
my understanding that only about half of the women eligible for
retirement at age 62 elected to retire when the 1956 amendment was
adopted. I think we can properly assume that not so great a per-
centage of men would elect to retire at 62. Many of the women who
took benefits in 1956 had been working during the war years and had
not been working immediately before the adoption of Senator Kerr's
amendment. Most men will continue to work until age 65 or some-
what thereafter as long as they are physically able or as long as there
is employment. Moreover, Mr. Chairlmn, automation is here to stay
and it constitutes a growing problem. with which our society is going
to have to deal more and more in terms of unemployment. A recent
study of automation prepared by the National Planning Association
points out that, according to Census Bureau estimates, the average
annual increase in the labor force is presently 700,000 to 800,000 and
that, by the year 1965, it will reach the figure of 1 million or more.
It is necessary then that we find new job opportunities for these
younger workers who are annually entering g the work force.

Additionally, the problem of changing markets poses itself in the
question of whether or not the needed job opportunities will appear
at the right place and at the right time. The rate of increase in
employment in some of the industries now being automatized does
not begin to match the increase in productivity made possible by new
processes. For instance, in the chemical industry, productivity rose
53 percent between 1947 and 1954, but employment rose only 11 per-
cent. In oil refining, output increased 22 percent since 1947, but total
employment fell by 10,000. Automation has made itself felt in the
mining areas of my State. Whereas only a few years ago, 135,000
miners were employed in West Virginia, today less than 40,000 are
employed. A continuous mining machine operated by 6 workers will
load the coal originally requiring the time and labor of 40 men. The
problem is not peculiar to West Virginia. The textile and shoe work-
ers in the New England States have experienced the same sudden
shift in an employment pattern which had existed for over 100 years.
Further changes will create catastropic dislocations of workers.

The distinguished senior Senator from Oklahoma Mr Kerr, who is
a member of your committee, Mr. Chairman, pointed out'in presenting
the 1956 amendment which brought about the same change for women
workers, that the privilege of electing earlier retirement with propor-
tionately reduced benefits is one that has demonstrated its effective-
ness in'the civil service retirement system, the railroad retirement
system, and in many private pension plans. The principle is one
w whichh makes possible an added flexibility to the retirement program
without excessively increasing the cost to the contributor.

Mr. Chairman, I would like to refer to my amendment in the same
words as those which were spoken by Senator Kerr in 1956, and I
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will only take the liberty to substitute the masculine gender for the
feminine. An important consideration in connection with my amend-
inent is the fact that the choice of the date of retirement is voluntary.
No man will be required to retire at age 62. The choice will be his.
If he does not elect to take a slightly lower benefit to qualify before
age 65 and instead decides to wait until he is 65 years of age to apply,
he will still be entitled to his full benefit.

Mr. Chairman, there are approximately 1.8 million men who poten-
tially would be eligible to retire at age 62 immediately if this amend-
ment were to be adopted. They would not be forced to retire., The
choice would be an optional one, and it would be up to the individual.
There are many-in fact, a majority, I would assume-of these men
who would prefer to continue to work. Yet, on the other hand, there
are some who would want to retire and who should retire. There are
many individuals who are not physically able to continue working
after they reach the age of 62; yet they are not disabled to the extent
that they can qualify for disability benefits. This amendment would
permit these individuals to retire and make room for younger workers.

Mr. Chairman, certainly at this late date in the session, I would be
very reluctant to ask your committee to accept an amendment of a
controversial nature. However, the amendment which I am presenting
to you here today, if I may summarize its purpose and effect, merely
accords to men the same privilege of earlier retirement on an actuari-
ally reduced basis that has been available to women since 1956. This
amendment would involve no appreciable increase in cost to the social
security insurance system. Furthermore, it is not envisioned that any
great percentage of eligible men will wish to avail themselves of the
election which it offers. Still this amendment is of great importance
to that relatively small number of men who, because of ill health,
unemployment, underemployment, or other personal reasons, find it
impossible or ill advised to continue working until they attain the
age of 65. Moreover, it should be pointed out that the benefits pro-
vided by the social security system are not gifts of charity or handouts
from the Federal Government, but are payments actually earned and
paid for by the workers and his employer. Why not then make it
possible for those who, perlihps for adverse reasons beyond their
control, wish to receive at an earlier age that which is jvstly theirs
and for which they themselves have paid?

You gentlemen know, as a practical matter, that there will not be
another opportunity to present an amendment of this nature for ap-
proximately 2 or even 4 more years, until such time as a social se-
curity bill again comes over from the House, and whenever a social
security bill does come from the House it customarily reaches the
Senate at a late date in the session. The situation here today is no
different from what it has been in the past and probably will be in the
future. Therefore, Mr. Chairman, I respectfully urge that consid-
eration be given to the adoption of my amendment at this time.

The CHAIRIMAN. Thank you very much, Senator.
Your amendment has already been referred to the Secretary of

Health, Education, and Warfare, for report thereon.
(The report referred to appears on p. 469.)
Senator BYRD of West Virginia. I thank you, Mr. Chairman, for

this opportunity to appear before you today.
58387-60-----11
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The CHAIRMAN. Any questions?
Senator CURTIS. One question. In your statement you say:
Moreover it should be pointed out that the benefits provided by the social

security system are not gifts of charity or handouts from the Federal Govern-
ment but ore payments actually earned and paid for by the worker and his
employer.

I am not raising the question as to earned, but on the question of
paid for, can you cite any actuarial evidence of that statement?

Senator BYRD of West Virginia. Are you saying, Senmior, that the
worker does not pay for these benefits?

Senator Cui'ris. I am asking you if you can cite any actuarial evi-
dence that anyone who has retired in the past, if he retired during
the calendar year 1960 or anytime within the next 5 years will have
paid the cost of his benefit, I will not project it farther.

Senator BYRD of West Virginia. I would say, to the Senator, in
answer to that question that over the long run certainly it can be
truthfully said, that the workers are getting back what they have paid
for.

Senator CURTIs. Now over the long run for all the people collec-
tively or for an individual?

Senator BYRD of West Virginia. Over the long run, for all people
collectively, who l)articipate in the program, and I think you have to
view this system and the effects of the program from the" standpoint
of the long rum.

Senator CURris. What I wish to point out is this: That the social
security system is a tax on the present. producers to pay a social bene-
fit to those who are retired or disabled. If the individual who retires
this year at 65 would get a benefit connensurate to what he paid, in-
cluding what his employer paid although that is not earmarked for
him, I am afraid that benefits would be far lower than they are. I do
not mean to quarrel or in any way question the distinguished Senator
from West Virginia in his notions about what the program should be.
But, I merely point out for the record that often Members of Con-
gress are challenged with this: "We are paying for this program,
there is a surplus in the reserve, why don't you give us more?"

Actually, the surplus in bonds wouldA't pay out to the end the bene-
fits of the people who are already retired. If everybody, eligible for
retirement now would retire, there wouldn't be enough money to go
around, but. the program is not something bought and paid for, at
least, not for a number of years, by the individual and his employer,
but rather it. is a tax on the producing people to pay a social benefit,
with which I have no quarrel.

That is all, Mr. Chairman.
The CHAImiArN. Thank you very much.
Senator GoRE. Mr. Chairman, I want to congratulate Senator

Byrd of West Virginia upon presenting a point of view with respect
to an acute problem. I recall that when I, along with a few others,
was waging a )attle to permit a person with total and permanent
disability to receive his entitlements from social security, at that time,
as if he had reached retirement age, that many people, including the
administration, vigorously opposed it. I was pleased this morning to
hear Secretary Flemming say that our experience with that proposal
has been so satisfactory and successful, that he urged a further lower-
ing of that age.
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Now, you presented, if I correctly understand you, an additional
point of view, that a person be allowed to elect. to draw his benefits
before reaching the age of 65, a male, and if I may venture a sugges-
tion to you for your consideration, if you would couple with that some
measure of substantial disability I would think it would reach a very
necessary point of need. The State of West Virginia has more people
engaged in the mining of coal than does the State of Tennessee, but,
as you know, the State of Tennessee is a large coal-producing State
also. Men who labor heavily, such as coal miners, frequently -re
forced to retire before age 65, would the Senator agree with that?

Senator BYRD of West Virginia. That is correct; yes.
Senator GORE. It may not be a permanent and total disability as it

is interpreted now which almost requires one to be bedridden. Yet
there, again, full employed judged by any reasonable standard may
have come to an end at age 60. Would the Senator be willing to give
some thought to that point of view?

Senator BYRD of West Virginia. Mr. Chairman, in reply to the
suggestion offered by the distinguished Senator from Tennessee it
would seem to me, and I want to preface my answer by admitting that
I am certainly not a student of this subject, I don't lave many of the
answers and I certainly don't know all of the answers, but I would
envision a difficult in defining just what you would mean by "sub-
stantial disability.'

Senator GORE. Well, I think we might find it necessary to do some
defining. Of course as of now, permanent and total disability must
be certified by a competent physician, and not only does it involve
total disability but the doctor's best estimate that it is permanent
and total. This is a very rigid interpretation. A person with a seri-
ous heart attack may have difficulty with an interpretation. I have
such a case in mind now. A neighbor of mine in my home State has
had a series of heart attacks which have seriously impaired his earning
capacity, though there are still a few things that he can do. There-
fore, he is not entitled to draw security, draw or receive security bene-
fits.

The point of view I am trying to suggest, and I, like the Senator
from West Virginia, do not have the final answer-I don't know that
any of us have the final answers in this field of human relations or
problems, but surely there is room to make some finding andgive some
definition that a person who has lost a substantial portion of his
earning capacity as a result of physical disability should be entitled
to consideration and perhaps entitlement to receive the benefits to
which lie will be entitled if he ever lives to be 65.

I am not proposing a set formula to the Senator, but as I listened to
his statement it occurred to me that if he coupled this lowering of age
with substantial disability, like you think it would be defined, then
he would have really touched a very sensitive point of need.

Senator BYRD of 'West Virginia. Mr. Chairman, Congress said that
there must be a strict definition of disability. There must Le a cutoff
point, and that definition was total and permanent disability, I be-
J eve.

I think if we would merely give the man the option of retiring at
an age below 65, and as I have recommended a minimum age of 62,
it would automatically take care of that in-between group of indi-
viduals who are not really physically able to do the kind of work that
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they have been accustomed to doing throughout their working life-
time, but who are unable to qualify under the present definition of
total and permanent disability.

Consequently, those individuals could elect to retire by taking the
actuarially reduced benefits. Many of them simply can't find employ-
inent, or the) are underemployed, as I have already state(], and this
wotild give them the opportunity to retire and make .room for younger
workers.

You spoke of coal miiners. I grew uip in the home of a coal miner,
and my boyhood years and early mainihood years were spent in the
mining cominitinities, and when a man Slends 50 years of his life,
:30 years of which have been in a coal mine, he cannot find employ-
ment in any oiler fiehl. lie has been trained for that kind of work,
and when lie becomes broken down with arthritis and heart disease,
and stomach ulcers and many of the other ailments that atlach them-
selves to that kind of labor, lie needs to have the option to retire at
an earlier age than that of 65. Many of those men can scarcely walk
around at age 60 or 62, and yet they can't qualify as being totally
and permanently disabled.

I merely want to give them the opportunity, if they wish to choose
retirement at age 62, to do so, and, as I say, it would not be mandatory.
It would be voluntary, it does not constitute an additional burden on
the system, and it would make room for some of our younger people
who are entering the work force to find new job opport unities. I
think it would be more in keeping with the realities of our present
(lay industrial society, confronted as it is with automation which is
here to stay, and I just feel, Mr. Chairman, that we ought to give very
strong consideration to doing this for men, especially in view of the
fact that the 1956 amendments have worked out so very well in the
case of women.

The CI\RmAN. Thank you very much, Senator, you have made a
very clear statement.

Senator BYIRD of Vest Virginia. Thank you, Mr. Chairman.
The CIT.XI IRAN. Mr. Secretary, will you resume?

STATEMENT OF HON. ARTHUR S. FLEMMING, SECRETARY OF
HEALTH, EDUCATION, AND WELFARE-Resumed

The CrAIRMAN. When we recessed, Senator Hartke was interr-)-

gating the Secretary.
Senator Harthe, you may proceed.
Senator IAiTKE. I have some questions. I would like to say with

regard to Senator Byrd's statement that I am cosponsor of this meas-
ure and )reviously introduced legislation of the very same type and
believe it is a good idea and thank the Senator for it.

Senator BYRD of West Virginia. I thank the Senator from Indiana
and 1 wish to point out lie is one of the cosponsors of my amiendlment
an(l is a very avid supporter of this legislation and I appreciate the
courtesies that have been accorded to me today by every member of
this committee.

Senator IARTKE. Mr. Secretary, as I said before, you have done an
outstanding job here in pointing out very succinctly and very fairly,
stating obvious facts particularly concerning the human and present
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need of these aged people. And the fact that you pinpoint it and
say, "It is a crisis." And you fully recognize and accejvt the fact
that the Federal Government should take additional action in this
field, which iii and of itself sometimes is open to dispute froiother
quarters representing the administration, but at least this seems to
be very fair from your point of view, and the fact that a large per-
centage of the persons aged 65 and over do not have any protection
against this particular situation, and I asked you before lunch when
this first occurred to be of such a substantial nature and I believe
you said something about 1954 when a program was proposed. That
was not during your term, but prior to your term, is that right?

Secretary FIJN MEING. When Secretary Hobby was the Secretary.
Senator HARTKF. This program is not in substance the same type of

program you have proposed today?
Secretary FLETIMMINO. No. The same basic problem, but it was an

entirely different approach.
Senator HARTKE. It dealt with the need for medical attention for

the aged.
Secretary FLEMMING. That is right.
Senator HARTKE. That is about as far as they are similar; is that

right?
Secretary FLEMMING. Yes. I think that is fair because this is an

entirely different approach.
Senator HARTKE. So what we find is that the 1954 approach and the

1960 administration approach, and the Forand approach and the
McNamara approach and the Gore approach, all of them have com-
mon ground in recognizing the need?

Secretary FLum13INO. That is correct.
Senator IARTKE. Then, since that time, haven't a number of studies

been made upon this matter?
Secretary FLEMMING. Senator Ilartke, at the request of the Ways

and Means Committee, which I think was transmitted to the. Depart-
ment in 1958, the Department did make a very comprehensive study
of this whole area, and submitted the results of the study to the Ways
and Means Committee last April-April 1959.

Senator HARTKRE. April 1959?
Secretary FLirix(. Yes. That study was an effort to bring to-

gether the facts, relevant facts, an effort to identify the issues, and
an effort also to identify the pros and cons in connection with certain
possible approaches. It did not, as you undoubtedly appreciate, con-
tain any recommendations because that was not the kind of a request
that the Ways and Means Committee made.

Senator HARrKE. Then, May 3, 1960, again a report was made; isn't
that right?

Secretary FL~mrMING. Well, on May 4 I testified before the Ways
and Means Committee and presnted to the committee the plan which
I presented to this committee this morning.

Senator HARTKE. That was also along with the President's own
recommendations along this line?

Secretary FLEMfiNG. The plan I presented was the administration's
plan which had been cleared with the President.

Senator HARTKE. And the President himself presented to the Ways
and Means Committee on that day his own endorsement of that pro-
posal and the need for this type of care?
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Secretary FLFtMING. Well, I testified and in testifying indi-
cated-

Senator HARTK=E. I am not disputing that you did.
Secretary FLHmMING. That is right.
Senator IIARTKE. But did you not carry a message or was not a

message transmitted to the Congress and the Ways and Means Com-
mittee and the Finance Committee?

Secretary FI4 nf ING. I am sorry. I know to what you refer. Just
about that time--it was not the same day but a day or two before-
the President transmitted a special message to the Congress in which
he underlined his desire to have legislation in a number of areas and
he included in that message this particular area and also indicated
that the plan that I would be presenting to the committee did have
his enthusiastic endorsement. Tlt is coiTect.

Senator HARTKE. At that time I think you made a statement, some-
thing to the effect that this was done after meticulous study.

Secretary FL nrINo. Well, I don't know whether I used the word
"meticulous," but certainly there was a lot of study and discussion
that went into it.

Senator HARTKE. Do you feel it was after meticulous study, then,
if you didn't use the term?

Secretary FLEMMING. Yes; I would be perfectly willing to accept
that.

Senator HARTKE. I am not trying to cross you on words, I just want
to find out the situation.

Secretary FLEmmING. Yes.
Senator IIARTKE. Do you think any more studies are necessary be-

fore some type of plan be inaugurated?
Secretary FLFIJMINO. Well, I appreciate that is an area where

people have certainly differing points of view.
Senator IIARTKE. I am not asking for anyone's except your own.
Secretary FLEMMINO. I know it. I listened to Senator Javits' com-

ment on a similar question, and I have felt as a result of the consid-
eration which has been given this problem over a period of years that
it should be possible for the Government to act now in an effort to be
of help to these older persons. In other words, I have had the feeling
that it should be possi l for action to take place at this session of the
Congress, hopefully action in which the President could concur, so
that we would have a law on the statute books at the end of this ses-
sion. I believe that it is possible to do that.

Senator HAU.TKE. Do you think we should wait until after the
White House Conference on the Problems of the Aged is completed in
January?

Secretary FLEmMING. I have not felt we should and have so indi-
cated on a number of occasions. The White House Conference on the
Aging, as you know, is being held at the direction of the Congress
with the concurrence of the President, of course, who signed the bill.
I think it is going to be extremely helpful in assembling basic ma-
terial on many problems related to the aging and helping to develop
a consensus as to what should be done in these areas. And I also feel
that the State conferences that are being held prior to the White
House Conference, have been, and are proving to be, very helpful
along this line. , But I don't think that a White House Conference on
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the Aging will carry us much further down the road in terms of de-
veloping a consensus on this particular problem. I think that there
have been assembled the facts that are needed to deal with this problem
now.

Senator HARTKE. What I understand you to say in substance is
that we can study and study and continue to find problems which we
didn't know about before, and facts which we didn't know about be-
fore, but this doesn't mean that this present human need shouldn't be
met and acted on now.

Secretary FLEMMINO. That is correct.
Senator HARTKE. Did you make any recommendations either per-

sonally to the President, prior to January of this year and prior to
the state of the Union message to the Congress concerning any pro-
posals to meet this present and human need?

Secretary FLEMM ING. No, I did not. I indicated to the Ways and
Means Committee last July that our Department, on the basis of the
report that we had submitted, was endeavoring to come to grips with
the various methods for dealing with the problem, and endeavoring
to carry on discussions within the executive branch. But those dis-
cussions were not, concluded until prior to the time I appeared before
the Ways and Means Comittee, in May of this year.

Senator HARTKE. In other words, no proposal was submitted prior
to the state of the Union message.

Secretary FreMrMING. That is correct.
Senator HARTKE. And, therefore, it could not have been rejected

although it was not mentioned in the state of the Union message in
any form whatsoever?

Secretary FLEXMINo. That is correct.
Senator HARIrE. In fact, in the state of the Union message or in

the recommendations which you made which should be incorporated
in it, was this problem pointed out as being one of the present human
needs of America?

Secretary FLETNUMING. No, I didn't even make any recommendations
along that line because I knew that we were working on the matter.
I knew that we had not yet crystalized our thinking within the execu-
tive branch and reached agreement on a program. It was my feeling
that I didn't need to say anything more about it until we were actually
ready to present a plant.

Senator IIARTKE. Is this true of all programs, in other words, that
you were working on, and many programs which were mentioned in
the state of the Union message, were they all crystalized at the time
of the President's message to 0on ress?

Secretary FrIxEurING. I don't have the state of the Union message
in front of me and I don't recall all of the things that were in it. But
certainly the things that were endorsed by the President were matters
on which we had crystalized our thinking and on which we did have
definite proposals. 'I can think of one other illustration in the area
for which we have responsibility, namely, aid to education. We had
proposals before the Congress in February of 1959 on aid to education,
and those have been reemphasized and reiterated a number of times by
the President since then.

Senator I-ARTI.E. I don't think I want to go off to aid to education
right now if it is all right with you.
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Secretary FLr.EMiMINo. That is just cited as an illustration. It is on
the problem we have to come to grips with in the closing days.

Senator" HARTKE. Did you submit any request to the Bureau of the
Budget contemplating any action which would be forthcoming from
the administration?

Secretary FLE.MMINO. Prior to the time that I submitted the plan
to the Ways and Means Committee, there were many discussions
within the executive branch in which representatives of the Bureau
of the Budget participated, but I made no formal submission to the
Bureau of the Budget..

Senator IIARTKE. And yet you recognize today that this program
of yours anticipates almost $800 million plus for this particular pro.
gram for which no preparation by the Budget or in the President's
state of the Union message could reasonably ha ve warned Congre-s
that the administration was thinking along this line?

Secretary FLE 13.ING. Well, you can't warl people about a par-
ticular approach if you haven't yet developed the approach, and we
hadn't developed the approach. And, of course, I think it is also
fair to say, as I brought out in my testimony, that this particular
proposal doesn't present any serious problenis as far as the 1961 bud-
get is concerned.

Senator HARTKE. It does not?
Secretary FLEN MING. It does not.
Senator HARTKE. I see; $800 million does not represent a serious

problem?
Secretary FLEMM10ING. There has been no suggestion that there would

be an expenditure of $800 million in fiscal 1961. This is a programin
calling for action on the part of the States. There aren't any State
legislatures that are going to be in session before January of 1961,
and they certainly won't finish action on it before March of 1961.
As I stated in my direct statement this morning, we estimated a cost
of approximately $5 million including planning costs in fiscal 1961,
we estimated that by fiscal 1962 the costs would be about $400 million
total, with about $200 million of that Federal funds.

Senator HARTKE. In other words, this is the present human need
which doesn't need to be met now ?

Secretary FLE31fING. Now I don't think that is a fair deduction
at all. We have proposed a Federal-State program, because of our
belief that this is the best way of handling the problem. As I indi-
cated to Senator Douglas this morning, I recognize that it takes a
little time to get a Federal-State program underway. As Senator
Javits indicated to this committee just a few minutes ago when he
submitted for the record a memorandum that we had developed, the
history of these Federal-State programs is that they take hold very
fast once the Federal Government gives the States an opportunity to
participate.

We believe that there are values connected with a Federal-State
form of Government that are important to preserve, and that on
balance it is worth taking a little time in order to get a Federal-State
program underway.

Senator HARTKE. Let me ask you, Mr. Secretary-
Secretary FLEMMIN. Might I also say in that connection that I

don't think you have got any proposal before you at the present time
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that would become operative before July 1961 as a practical proposi-
tion. My recollection is that the Forand bill, for example, would
become operative on July 1, 1961, and I don't recall on the McNamara
bill, I don't recall on Senator Gore's bill but as a practical matter you
would have to take that amount of time. I am told that the same
thing is true as far as the McNamara bill is concerned. I don't think
that in dealing with a problem of this magnitude that it is possible
no matter what approach is taken, to get it underway in a substantial
manner prior, much before July 1961.

Senator HARTKE. But if it could be, would you recommend such
proceedings?

Secretary FLEMMING. That is what a former President of the
United States used to call an iffy question. I don't believe it can be
done, so I don't see there is any point in responding to that type of
a supposition.

Senator HARTKE. Let me ask you, Mr. Secretary, provided Con-
gress provided a means by which this could be done earlier, would you
be amenable?

Secretary FL ING. I don't believe Congress can as a practical
matter.

Senator HAKE. Why have you been unable to get a bill introduced
embodying your proposals?

Secretary FLEMM3ING. Well, the bill has recently been drafted, and
I am confident that a bill will be introduced.

Senator HARTKE. A bill will be introduced?
Secretary FLErMMING. I am confident it will be, yes.
Senator HARTKE. When?
Secretary FLE-.Nr1G. Well, I don't know when. The bill is before

this committee, you can-this committee can deal with it at any time
that it wants to. It has been before the-

Senator HAnrTKE. As I understand it, you have a proposal, Mr.
Secretary, which was before the Ways and Means Committee.

Secretary FLrE-MIINO. You have in the record of the hearing this
morning the complete draft of a bill.

Senator HARTKE. But no one has introduced it.
Secretary FLEMMING. That is true, up to the present time.
Senator HAwTKE. And this matter has been under continuous ex-

amination by the Ways and Means Committee for quite some time,
isn't that true?

Secretary FLmItMINo. That is true. The Ways and Means Commit-
tee was considering a number of different proposals that were never
introduced in the form of bills. They proceeded in executive session,
and explored, I think it is fair to say, at least a dozen different types
of approaches to this problem. And they didn't have bills drafted
on each one that they discussed in connection with their deliberations.
Ours was discussed very thoroughly and very fully. I had ample
opportunity to present it, and I had ample opportunity to respond to
questions in connection with it.

Senator HARTKE. Do you have any knowledge, either personally
or members of your staff, as to the ability of the States to raise the
matching funds of $700 or $800 millions which they will be asked to
raise?

Secretary FLEMMING. As I indicated in response to similar ques-
tions this morning, it is our judgment if the Congress should pass a
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bill of this kind that because of the nature of the problem the serious-
ness of the problem, that the States would find ways of raising the
revenue that they would need to have in order to participate.

As I indicated in connection with my discussion with Senator Doug-
las, we feel that there are States, for example, that would use more
fully than they have the income tax approach as a source of revenue.
But whatever method they use, we believe that the people of this
country are so concerned about this problem that if the Federal
Government offered this kind of an attractive package, we would
have the same experience that we have had with other Federal-State
programs; namely that the States would find ways and means of
participating.

Senator IARTKE. Do you think we would have the same type of
results we have had in the old age assistance program?

Secretary FLEmMiNo. Well, I don't know to what part of the old
ago assistance program you refer. I think that looking back over a
period of years that the country has made substantial progress in
dealing with the old age assistance program under a Federal-State
approach. I regret the fact that in the medical area, particularly as
far as medical vendor payments are concerned, there are seven or
eight. States that have not taken advantage of the opportunity that
the Congress l)resented to them starting in 1950 I think it was
expanded in 1956.

Senator HARTKE. Are you familiar with the fact that the Ameri-
can Public Welfare Association in a recent study reported that at
least 85 of the States are not presently meeting all of the requirements
for the old age assistance programs?

Secretary FLFMMING. That what, 85?
Senator HARTKE. That not more than 15, that some 35 States is

what I meant to say, I was thinking in percentages-35 of the States
are not meeting all of the requirements in order to participate fully in
the old age assistance program.

Senator CURTIs. Might I say 35 States comes to 65 percent?
Secretary FLEMMTING. I am sorry, Senator, I am not familiar with

the report to which you refer, but I am, of course, aware of the lact
that quite a number of States do not take full advantage of what the
Federal-

Senator IIARTKH. It is much more than seven, is it not? Seven
don't participate at all?

Secretary FLEMMINO. When I said seven, I was talking about
States not participating at all in the medical vendor payment part
of the medical assistance program.

Senator HAITKE. Under your proposal, this would require that they
almost triple their contributions to States, isn't that true?

Secretaryt FLEM-M ING. Pardon me?
Senator HARTKE. Under your proposal, it means they would

almost be required to triple their contributions to the States.
Secretary FLEMING. That is certainly correct.
Senator HARTKYE. Do you have any indication from the Governors

of any of the States, anid, if so, how many are in accord with the
proposal which you have made?

Secretary FLEMMING. We have had a number of Governors-we
haven't gone out soliciting opinions, but we have had a number of
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Governors indicate an interest in the program, particularly Governor
Underwood of West Virginia, Governor Del Sesto of Rhode Island,
Governor Hatfield of Oregon.

Senator HARTUE. Any more?
Secretary FLEmMING. Offhand, I don't think of others; there may

be others.
Senator HARTKE. I want you to know I have not solicited any of

them, either, but today each member of this committee received a tele-
gram signed by 23 Governors attending the Governors' conference. I
submit for the record a copy of that telegram and the resolution
adopted by the Governors' conference.

"We the undersigned attending the 52d annual Governors' conference urge
that you and your committee amend H.R. 12580 to provide health benefits under
the provisions of the old-age, survivors, and disability insurance system. Such
a program would enable the citizens of our country to contribute small amounts
during their working lives and have as a matter of right a paid-up health in-
surance policy to protect them during retirement years when their medical needs
are likely to be greatest and income lowest."

Governors signing: James T. Blair, Jr., Governor of Missouri; Ed-
mund G. Brown, Governor of California; John Burroughs, Gov-
ernor of New Mexico; LeRoy Collins, Governor of Florida; Bert
Combs, Governor of Kentucky; Michael V. Di Salle, Governor
(of Ohio; George Docking, Governor of Kansas; William A. Egan,
Governor of Alaska; Buford Ellington. Governor of Tennessee;
Orval E. Faubus, Governor of Arkansas: Orville L. Freeman,
Governor of Minnesota; Foster Furcolo, Governor of Massachu-
setts; Ralph Herseth, Governor of South Dakota; Luther H.
Hodges, Governor of North Carolina: Herschel C. M. Loveless,
Governor of Iowa; Steve McNichols, Governor of Colorado; Rob-
ert B. Meyner, Governor of New Jersey: Gaylord A. Nelson,
Governor of Wisconsin; John Patterson, Governor of Alabama;
Abraham A. Ribicoff, Governor of Connecticut; Albert D. Rosel-
lini, Governor of Washington; Grant Sawyer, Governor of
Nevada; G. Mennen Williams, Governor of Michigan.

TEXT OF RESOLUTION APPROVED By GovERNoRs' CONFERENCE, JUNE 29, 1960, ON

TiE SUBJECT PROBLEMSS OF THE AGING"

Whereas the Governors' conference for many years has been acutely aware of
the growing number and complexity of problems faced by our increasing popu-
lation of senior citizens, including health and medical care, employment and
income maintenance, provision of suitable housing, and enrichment of leisure
time activities; and

Whereas the most pressing of these problems is the financing of adequate
health and medical care: Now, therefore, be It

Resolved by the 52d annual kneeting of the Governor's conferetce, That Con-
gress be urged to enact legislation providing for a health insurance plan for
persons 65 years of age and over to be financed principally through the con-
tributory plan and framework of the old-age survivors and disability insurance
system : and be it further

Resolved, That the States support and participate actively In the forthcoming
White House Conference on Aging to the end that public and private agencies
be stimulated and encouraged to develop approaches to all the problems of the
aging.

Voted for (30) : Patterson, Alabama; Egan, Alaska: Fannin, Arizona; Fau-
bus, Arkansas; Brown, California; McNichols, Colorado; Ribicoff, Connecticut;
Collins, Florida; Docking, Kansas; Combs, Kentucky; Reed, Maine; Furcolo,
Massachusetts; Williams, Michigan; Freeman, Minnesota; Blair, Missouri;
Aronson, Montana; Brooks, Nebraska; Sawyer, Nevada; Meyner, New Jersey;
Burroughs, New Mexico; Rockefeller, New York; DI Salle, Ohio; Edmondson,
Oklahoma; Del Sesto, Rhode Island; Herseth, South Dakota; Ellington, Ten-
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nessee; Daniel, Texas; Stafford, Vermont, Rossellini, Washington; Nelson,
Wisconsin.

Voted against (13): Boggs, Delaware; Vandiver, Georgia; Smylle, Idaho;
Stratton, Illinois; Ilan(dley, Indiana; Powell, New Hampshire: Iodges, North
Carolina; Iollings, South Carolina; Clyde, Utah; Almond, Virginia; Under-
wood, West Virginia; Coleman, American Samoa; Merwin, Virgin Island.

Ab.zent or not voting (11) : Quinn, Hawaii; Loveless, Iowa; 1)avis, Louisiana;
Tawes, Maryland ; Barnett, Mississippi ; Davis, North lcakota ; Iatfleld, Oregon;
Lawrence, Pennsylvania; Hickey, Wyoming; Boss (Acting Governor), Guam;
Mufloz-Marfn, Puerto Rico.

We the undersigned attending the 52d Annual Governors' Conference urge that
you and your committee amend H.R. 12580 to provide health benefits under the
provisions of the ol age, survivors, and disability Insurance system. Such a
a program would enable the citizens of our country to contribute small amounts
during their working lives and have as a matter of right a paidup health insur-
ance policy to protect them during retirement years when their medical needs
are likely to be greatest and income lowest.

Governors signing: James T. Blair, Jr., Governor of Missouri; Ed-
mund G. Brown, Governor of California; LeRoy Collins, Governor
of Florida; Bert Combs, Governor of Kentucky; Michael V. Di
Salle, Governor of Ohio; George Docking, Governor of Kansas;
William A. Egan, Governor of Alaska; Orval E. Faubus, Governor
of Arkansas; Orville L. Freeman, Governor of Minnesota; Foster
Furcolo. Governor of Massachusetts; Ralph Herseth, Governor of
South Dakota; Luther I. Hodges, Governor of North Carolina;
Herschel C. Loveless, Governor of Iowa; Steve McNichols. Gover-
nor of Colorado; Robert B. Meyner, Governor of New Jersey;
Gaylord A. Nelson, Governor of Wisconsin; Abraham A. Ribicoff,
Governor of Connecticut; Albert D. Rosellii, Governor of Wash-
ington; Grant Sawyer, Governor of Nevada; G. Mennen Williams,
Governor of Michigan; John Burroughs, Governor of New Mexico;
Buford Ellington, Governor of Tennessee; and John Patterson,
Governor of Alabama.

Secretary FLEMMI o. I an not surprised at that.
Senator HARTKE. Would you feel that this would indicate that these

States feel this is a. proper approach?
Secretary FLEMIN(. I am sure the, Governors of those States, if

they signedS such a telegram, feel that way about it. *We just don't feel
that the social security approach is the right approach to dealing with
this problem. We just take issue with them. I am not at all surprised,
and I wouldn't be at all surprised as I indicated this morning, at any
Governor of any State indicating something a little less than enthu-
siasm for facing the necessity of raising additional revenue in order
to participate in such a program. I know that it isn't easy to do it. It
is never easy to adhere to our Federal-State system of government.
But I believe that it is worth the price that we have to pay to try to
adhere to it. It isn't the line of least resistance by any means. I know
it is a difficult road to travel. But we have traveled it and traveled
it quite successfully in one area after another in this country, and I
don't see any reason why we shouldn't attempt to travel it in this
particular area, and then let the proof of the pudding be in the eating
thereof.

Let's see how many States come in and how fast they come in, and
I think that we will be surprised at the number that will come into it
and the rapidity with which they will come into it.

Senator HIAnTKE. But you still feel the fact that these Governors
should have no bearing upon the ultimate type of program to be
endorsed?
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Secretary FLEMMING. This is evidence that has been presented to
this committee and which this committee, of course, will weigh. We
simply stated to you our conviction that it would be unwise and un-
fortunate to attempt to deal with this problem by using the social
security mechanism. We have given our reasons or feeling that to
some degree you would be running the risk of jeopardizing the prog-
ress that we have made under the social security mechanism. We
presented other reasons. Senator Javits has presented still other
reasons in appearing before the committee this afternoon.

I think we should definitely keep in mind the fact that the possi-
bility of using the social security approach has been under discussion
for a period of 10 years, and so far it hasn't been able to get off the
ground. Now that must mean that there is some reluctance on the part
of the people of this Nation to move in this particular direction. And
I think it is significant to note that in the Ways and Means Committee,
when they were given the opportunity of voting on the social security
approach, they turned it down 17 to 8.

Now it seems to me that if we really want to make progress in
dealing with the needs of our fellow human beings, we should recog-
nize as a fact that we are having trouble getting off the ground by
using the social security approach, and instead of that try to use an
approach that is characteristic of our way of handling problems of
this kind, namely the Federal-State approach. If it works, fine.
If it doesn't work you haven't foreclosed the possibility of trying
the other route.

But the trouble is that we are siting around year after year discuss-
ing the desirability of going the social security route and we make
no progress. We don't get off dead center at all.

Our thought is, here is a way to go to the Federal-State approach,
which is typical and characteristic of the way in which we have han-
dled other similar problems that can get us off the ground, can get us
started. Some people will begin to get some help, evaluate it, and
if the country feels that it hasn't gone as far-it hasn't met the prob-
lem to the extent that it should-it can try another route. You start
down the social security route, however, and you have foreclosed the
other possibilities, but there is-

Senator HARTKE. Mr. Secretary, just a minute. You certainly don't
plan to contend that you disapprove of the social security program as
presently operated?

Secretary FLEtMINO. I certainly don't, and I am on record time
and again for it.

Senator HARTHE. Certainly this is an American approach.
Senator FLFrMMINO. I didn't say it was not an American approach.

You are putting words in my mouth when you say that. I didn't say
that at all, and you know I didn't say that.

Senator HATKE. Then I apologize to you, sir, you say anything you
want to and I am not going to try to put any words in your mouth,
but I want you to know you left the implication with me that you
thought the social security approach-

Secretary FLExiNrixO. Just say one thing that I said that would
leave an impression of that kind in the minds of any person listening
to it. All I said was that the social security approach in handling
this health insurance problem had been under discussion, to my knowl-
edge, for a period of at least 10 years.

163



SOCIAL SECURITY AMENDMENTS OF 1960

Senator HARTKE. All right.
Secretary FLEMMINo. And it has never gotten off the ground.
Senator HAITKE. That doesn't mean it is wrong, or it doesn't mean

it is right.
Secretary FLEMMINo. Well, it does mean that there is resistance to

the idea, resistance that was expressed just as recently as 2 or 3 weeks
ago in the Ways and Means Committee with a negative vote of 17
to 8. My suggestion simply is if there is that much resistance to that
approach why not tackle this problem by using the kind of an approach
that we have typically used in this health area?

Senator HARTKE. You don't need to worry about that. I might
agree with you. All I am trying to find out are exactly some of the
facts that I think are necessary.

Are you also familiar with the fact that Governor Rockefeller, of
New York, has endorsed the social security approach, as well as Gov-
ernor Burroughs, of New Mexico, Lawrence, of Pennsylvania, in sepa-
rate endorsements of this program not contained in the wire?

(See p. 187 for text of statement by Gov. Nelson A. Rockefeller re-
ferred to.)

Secretary FLEM-MING. I am very much aware of the fact that Gov-
ernor Rockefeller has endorsed the social security approach, and I am
very much aware of the statement that lie has made within the past
few hours on that approach. And I am aware that lie has attacked
the proposal that I have submitted to the committee this morning.on
the ground that it is a fiscally unsound approach on the ground that
it would be cumbersome to administer. As far as its fiscal unsound-
ness is concerned, I cannot understand the reasoning back of a gen-
eralization of that kind. As I tried to point out this morning, it is
possible to move into a Federal-State approach with this program,
Just as we have with many other programs, and do it in a fiscally
responsible manner. All :ou have got to do is do it in such a manner
that your total budget is a balanced budget; and certainly when we
are talking in terms of an $80 billion budget we don't have to assume
that it isn't possible for us in 1962 to find $200 million to get this
program underway and ultimately build up possibly to a total of

800 million. The country is capable of doing that and adhering to
a policy of fiscal responsibility.

As far as the administration of the program is concerned, as I have
indicated earlier, of course, it isn't the easiest thing in the world to
administer a Federal-State program as contrasted with a centralized
Federal program. But in our Nation we have come to believe that
there are values that flow from a Federal-State program that you
don't get from a centralized program.

Senator HARTKE. Before I put words in your mouth-there are
values which flow from the Federal-State program- let me ask you,
then, are there any values which flow from the social security pro-
grain? There is where I guess I got lost a while ago with you.

Secretary FL.EMIING. I feel that the Congress and the executive
branch have followed a sound policy in providing for retirement,
survivors, and disability insurance benefits through the use of the pay-
roll tax, and the use of the social security trust fund. These are
wage-related benefits. But these are quite different from the type
of service benefit that is being suggested in the health insurance are.
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I feel that this country should be proud of the old-age, survivors, and
disability insurance program. I feel that it has moved forward on
a sound basis, and I feel the proposals that are before this committee
at the present time would strengthen it still further. One of the
reasons why I hesitate to see health insurance get included in it is, as
I indicated this morning, that then your health insurance benefits are
going to have to compete with the benefits under retirement, disability,
and survivors, and I am not at all sure that we are ready to freeze
those benefits at a particular point. I am not at all sure that later
developments will not indicate the desirability of the improving of
those benefits, and if it does indicate that desirability, and you have
the health insurance program in under the same, then these two sys-
tems are going to have to compete with one another and, in my judg-
ment, one or the other will suffer thereby. I think it is far better
to take health insurance, put it out by itself, and finance it through
general revenues rather than through the social security approach.

Senator CURTIS. Will the distinguished Senator from Indiana yield
just briefly?

Senator HARTKE. Just one second.
I think I understand your point of view, and I will come back to it

at a later time, but I wanted to cover this other point.
Senator CURTIS. I am not too impressed with these telegrams com-

ing in from any source, but isn't it true that in the Forand bill, the
payers of the social security tax would be providing medical benefits
for our present aged and those who would seek retirement under
OASI regardless of their need?

Secretary FLE.TNENYING. That is correct, sir.
Senator CURTIS. So the people working now, whether it is in a gro-

cery store, a coal mine, or any place else, will pay a regular social
security tax to provide health benefits to people over 65 regardless of
their income or financial status. Also, isn't it true that under the
Forand bill there would be many, running into the millions, present
aged over 65 who are not beneficiaries under OASI, who would re-
ceive nothing?

Secretary FLEMING. That is correct.
Senator CURTIS. I think an appropriate answer to those telegrams

might be a suggestion they read the bill.
I thank the distinguished Senator.
Senator FREAR. I think it is also true, may I call the attention of

the Senator from Nebraska, that it isn't only the health benefits that
a person is entitled to under social security, it is also remuneration on
which they would live regardless of their income.

Senator CURTIS. "That is true. But this entire problem is put in a
purview of aged unable to provide adequate and reasonable medical
treatment.

Senator FREAR. I don't want to get into a debate with the Senator,
but I think that is true with some people. It is not true with all. It
was not true with the sponsors of the Forand bill.

Senator CURTIS. I understand, and I am not in sympathy with' going
further in a program to put on the youth and the middle aged a social
burden for people who have passed an arbitrary age when they do
not need it and they are independently wealthy.

Senator FREAR. The Senator from Indiana ?
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Senator IHARTKE. Mr. Secretary, are you also acquainted with the
fact when you take these 23 Govermors that I mentioned-and I only
mentioned 23-that they represent 63 percent of the population of the
United States of America?

Secretary FLEEMING. Well, Senator, I question whether they reflect
accurately the views of every citizen in their respective States.

Senator HARITKE. I would think that would be a fair statement.
Secretary FLEMMING. They represent a point of view, but in the

State of Ohio I think probably there would be some disagreement on
the part of some citizens of Ohio with the point of view expressed by
Governor DiSalle.

Senator HARTKE. Let me ask you sir, isn't there some disagreement
with your point of view?

Secretary FLEX1~ING. Of course, there is; that is obvious. [Laugh-
ter.]

Senator HARTKE. Does not American Medical Association agree
with your point of view?

Secretary FLE .1M1ING. No; they don't. I said that this morning.
Senator HARTKE. So I mean, in other words, what we are dealing

with are point of view, but you do feel the Governors are entitled
to-

Secretary FLEMtING. They also don't agree with the social security
approach. I think you realize that.

Senator HAUTRE. I agree with that. In fact they don't agree with
any of the approaches, is that right, that have been suggested in these
bills?

Secretary FLEMMING. I think that is correct.
Senator HARTKE. I understand your contention is that one of the

reasons and the basic reason that you asked for State and Federal
participation is the fact that it moves the burden over on to those
who are more able to pay.

Secretary FLEMMING. No, let me put it this way so we are accurate
on it.

I said one of the reasons that I favor financing the Federal share
out of general revenues, as contrasted with financing it through the
payroll plan, is that to the extent we finance the plan out of general
revenues we are relying to a considerable degree under our Federal
tax structure, on an income tax which places a proportionately heavier
burden on those of large incomes whereas under the social-

Senator HARTKE. As I understand you said a progressive tax?
Secretary FLE-MING. That is right, whereas under the social secu-

rity approach half of the burden would go on earnings of $4,800 or
less.

Senator HARTKE. Now then I understand also you realize-gen-
erally speaking-that most States have regressive taxes upon which
they must depend at the present time, in fact, about close to 80 percent
comes from sales or excise taxes, isn't that true?

Secretary FLEMMING. Well, I don't know whether you were here
when Senator Douglas and I were discussing that matter or not.

Senator HARTKE. Yes, I heard that.
Secretary FLEMMING. He used the figure as I recall it, of 60 percent

as contrasted with the 80 percent.
Senator HARTKE. 60 or 80.
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Secretary FLi'M1kiING. But as I indicated to him, I certainly will
indicate to you, that I do recognize that that is the case. I regret it.

Senator HARTKE. Those are regressive taxes, you are willing to
concede that, I hope.

Secretary FLEMMING. I concurred in his analysis and I concur in
the analysis that you are making.

Senator HARTKE. What you have on one hand is what you call
progressive taxes on the Federal level and regressive taxes on the local
level and I want to see if whether you agree on one further step that
the payroll deduction would be a proportional tax and be neither
regressive nor progressive.

Secretary FLEMdMING. I don't quite follow that. You lost me a
little bit there. What is the

Senator HARTKE. In other words, it is in proportion to his income?
Secretary FLEtIMiNG. Yes, but
Senator HARTKE. It would not depend upon-
Secretary FLEMMING. Well, now wait a minute.
Senator HARTKE. The percentage would come as far as he is con-

cerned from his income.
Secretary FLEMMINING. It is in proportion-it is--let me put it this

way, the person with an income of $25,000 is taxed on $4,800 of his
earnings.

Senator HARTKE. I understand.
Secretary FLEMMINO. The person whose income is $4,800 is taxed

on $4,800 of his earnings.
Senator HARTKE. That's right, sir.
Secretary FLEMMING. It seems to me that is not as fair a method

of taxing as it is to use the income tax.
Senator HARTKE. I am not asking you to agree whether it is fair or

not. I was just trying to get the facts in, I am not asking you about
interpretations of them now. So I just want to get this straight, in
oher words, we are dealing on the one hand with a situation which is
going to bolster your theory on the Federal level, but deters from it
on the State level at the present time under the present State tax
methods.

Secretary FLE-htMING. With this qualification, as I indicated to Sen-
ator Douglas, the States, to come into this program are going to have
to raise additional revenue. There is nothing that says they should
raise that additional revenue by using a sales tax.

They can use the income tax to a much greater degree than they
are now using it, and I think most people are in agreement on that
fact.

It isn't easy to persuade them to do it., I recognize that, but I think
most people recognize that they could. It is my recollection that 37
States use it to some degree at the present time. Many that are using
it to some degree could use it to a greater degree. The 37 that are not
using it could use it.

Senator -IARTKE. All right.
Let me ask you on a different subject then, do you feel that volun-

tary insurance at the present time can handle the problem of medical
care to the aged?

Secretary FLEbNMMING. I stated very clear in my testimony that I do
not believe it can.

58387-0 -12
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Senator I1inrKE. Also, I wanted to get this clear, isn't it also your
opinion that under the voluntary programs even those who have it
are in many cases inadequately protected?

Secretary FLEMMING. I stated that in my statement this morning,
sir.

Senator -L\RTKE, This morning in an exchange or some place along
the line, we got into this question of insurance companies involve-
ment, do you recall that?

Secretary FLEMMING. Yes, in an exchange with Senator Douglas.
Senator HARTKE. As I recall, and I don't want to impute to anyone

else what impression was left, but the Senator from Indiana received
the impression that you said that this involved insurance companies
in no way whatsoever. As I wrong in that?

Secretary FLE-MM13ING. I said,,tht a as rnhe operation the medical
care for the aged plan, th-f an under which peoj-o ay $24 in order
to become participan' ,that this plan was to be miaged by the
States. 'lhen I said4hat we had su sted, however, th the indi-
vidual have the o ion of either payinan nrllment fee o $24 and
becoming subjec to this plan,.- ki ot insurance po cy andZoin ut an israc p n
than having 50, ercent of tK re 1ium ip to taken care oby a
Federal-State fund. I 4so said, n oir to make ,.h e record om-
p le t el y c l e a r "i t  undeutlbe e t P1i-minder which people aid
f4, ad the ]an that is manage ;7t]XP Sta es, tl)At th9 State co Id,

if it wanted o, contract with a "ent to ad in*lter tl at plan- ot
the plan th it the ag t .ight t tod mini tr, ibut adminis er

te la n tim isprovid d fo't'4t lew
Those are he three tatemeilt I Iie )'Sn tor the AR atEme. 0 ~: ...
Senator ARTKE. "{ecana kee in t, r nces private insura ce

carriers coul be involred ufer our gpo 0$i& individually, nd
One as a Stat carrier - I

Secretary -friroY o, as a S t agents Only an age t to
administer the rogram that is spo ed ut in Ithe la . They ould
not be participa, ng in the dlgelopment f thgplta benefits r any-
thing else. They iyould simty beused - an ant or e used,just as the State of olorado uses Blue Cross today ad, nster the

vendor payment pro isons of the old-age assistance _logram. So
in terms of insurance c any participation in tj sense in which
I think you and I would "noJ1l use iii nsuran pany
would be in the picture in only one-iffialon, and tha f they
offered major medical expense policies, an individual pay a
premium, and if that policy conformed to the standard set h-y the
State, then he could have 50 percent of the premium underwritten.

Senator HARTKE. Let's take the first situation.
Taking all gloss and all coverings and all the nice phrases away,

this in effect is a subsidy directly paid by the Federal Government to
an individual who, in turn, pays a premium to an insurance carrier.

Secretary FLEMMINO. You say this is all, I mean this whole pro-
grain is that?

Senator HARTrm. I am, talking about that portion of where the
voluntary party-

.Secretary FLEMMt1ING. You are talking just about the option.
.Secretary H-urrmp. Yes.'
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Secretary FLEmMING. I mean the part where the individual instead
of paying his $24 and becoming a part of the plan, could go out and
buy a major medical expense policy.

Senator HARTKE. Up to $60 and 50 percent, up to $60, would be
paid by the plan, isn't that right?

Secretary FLEMMING. That is right, the individual would be sub-
sidized by the Government for 50 percent of the cost of the premium.

Senator HARTKE. That's right, and this is a direct subsidy to the
individual.

Secretary FLEMMING. That's right.
Senator HARTKE. Which must be immediately transmitted to the

insurance carrier.
Secretary FLEMMING. What do you mean, immediately trans-

initted?
Senator HARTKE. He can't put it in his pocket and spend it on any-

thing else.
Secretary FLEMMING. Well, I mean there is no question about the

fact that that 50 percent would apply to the premium costs of a
policy issued by a private company or a nonprofit group.

Senator HARTKE. So when we get right down to it in this particular
provision what we are doing through rather devious methods, we are
subsidizing private insurance carriers up to 50 percent of premiums
involved in voluntary insurance programs.

Secretary FLEMMING In the first place, why do we use the term
devious, there is nothing devious about this.

It is right out there in my testimony.
Senator HARTKVE.. It is rather devious to me because I am having

a rather hard time pulling it out.
Secretary FLEMMING. Why?
Senator HAuTKE. I don't know why.
Secretary FLE1MING. Have you read it?
Let's see what isn't clear about it. I mean in that I prepared this

testimony with the idea that I was making a clear statement of it.
Senator HAUTKE. Let's wait a minute, let me clear up something

for you.
Secretary FLEMMING. You said that I have covered up and have

not made a clear presentation.
Senator HAirrKE. I don't use the word "covered up"
Secretary FLEMMING. Well, "devious," you can use any term you

want.
SenatorHAnRE. I'didn't say you used the term "devious."
Secretary FLEmmiNG. 'No, you didn't say I used it.
But you said this was a. devious approach. Here is what I said.:
Senator HARTKE. I said by rather devious method, that is all I said.

You put it all on me, I am the one who used the word "devious."
Secretary FLEMMING. All right.
Senator HATKrKE. And T didn't attribute it to you. I don't want to

impute anything like this to you.
Secretary FLEMMINo. Here is what I said.
I said:
Each &t06e would providean aged person eligible for participation in the

program cald dlect to 'purchase from a private group a major medical expense
insurance policy with the understanding that 50 percent of the cost would be
-paid for him from Federal-State matching funds up to a maximum of $60.
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Senator HARTKE. That's right.
Secretary FLEMM1ING (continuing)
The States would be responsible for establishing the minimum specifications

for such policies in accordance with broad standards established by the Federal
Government.

It seems to me that is perfectly clear as to just what the proposal
is and what it wiIl do.

Senator -RTI- r E. I want to come back to that, where is that last
statement there?

Secretary FLEMMING. States would be upon
Senator H.\RTKE. I have got it. That is all right, thank you, sir.
Forgetting whether it is devious or not, it is, you agree, a direct

subsidy in effect to the insurance carriers.
Secretary FLEMM 31ING. I don't, no. Let's remember who we are talk-

ing about now. We are talking about 1 of 12 million people, who
either paid no income tax, or whose income was $2,500 or $3,800 for
a coul)]e. All the Government is saying to them is "If you want to
go out and buy a major medical expense policy, we will take care of
50 percent of the cost of the premium up to a total of $60."

That is all that is being said here.
To me this is an offer on the part of the Government to be of help

to an individual who would prefer to get his protection that way as
contrasted with coming into our overall plan.

Senator HARTRE. Without in any way disputing that, all I am say-
ing in effect is that everyone who gets a subsidy thinks that this is an
offer of help from the Federal Government and therefore it is justified
in the public interest, otherwise we would not approve the legislation.

Let's come on back one more moment then to this part where the
insurance company becomes the agent of the State. Under such a
situation, who would govern and who would regulate the insurance
carriers' activities?

Secretary FLEMMING. The State.
Senator HARTHE. All right.
Secretary FLEMMINo. Now, wait a minute, remember, I mean the

insurance carriers' activities would only be the activities of carrying
out the program spelled out in thsi law. They would have no oppor-
tunity to exercise any judgment on anything.

Senator HARTKE. They would have a right to audit it certainly,
wouldn't they?

They would have a right to audit.
Secretary FLEMIMIING. Who would have the right to audit?
Senator ITARTKE. Federal and State Governments.
Secretary FLEmmIrNG. What I am saying is, my point is that the

insurance carrier or Blue Cross, whoever thiey contracted with, would
have no right to exercise judgment on anything. All of the judg-
ment, all of the auditing, would be done by the Federal and State Gov-
ernments with the State government having the primary management
responsibility.
Senator I-ARTKE. That is what I said. In other words, the audit-

ing and the contracting of the insurance carriers activity, all of this
would have to be done by the Federal and State Government.

Secretary FLEmMING. What on the part of the insurance company?
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Senator -AirKE. The actions on the part of the insurance company
would be subject to the audit and examination by the Federal and
State Governments. You would agree with that?

That is correct. You agree that under your proposal the States
would be responsible for establishing the minimum specifications for
such policies, in other words, regulation of the insurance carriers?

Secretary FLEMMING. That is correct.
Senator HARTKE. Under both of these types of programs, all I was

wanting to get at was that any insurance carrier participating under
this becomes immediately subject to State and Federal audit and
inspection?

Secretary FLEmMING. Well, I mean, if any State decides to contract
with an insurance carrier, in other words to carry out this program,
of course, its operations in carrying out this program would be subject
to inspection.

May I again call your attention to the fact that the State of Colorado
has entered into an arrangement with Blue Cross in connection with
the medical vendor portion of the old-age assistance program. May
I also call your attention to the fact there is nothing mandatory about
this at all any more than it is under old-age assistance. The State can
or cannot do this as it sees fit, and certainly if anybody is worried about
the inability of the State to contract effectively with an agent to carry
out this responsibility, why that part of it can be dropped out. But
that was just simply put in just as it is in the existing public assistance
law.

It is simply building on that particular experience, but as far as the
policies of the individual that he can take out are concerned, the

ederal or the State Government would not make any payments on
the premium costs unless the policy was one that the State was willing
to recognize as a policy that dealt with major medical expense.

Senator HARTKE. All right.
Secretary FLENIMNO. Let's keep in mind that on this one, the insur-

ance companies, of course, would be providing whatever protection
they set forth in their policy, they were willing to provide and it
would be-

Senator HARTKE. They would have to come up with a minimum
requirement of your program, wouldn't they?

Secretary FLEMM3ING. No ; what they would have to do is to provide
a policy that would take care of major medical expense.

They would not have to come up with a policy that would provide
for all of these benefits that I have outlined in this plan. These are
benefits that would be provided under the Federal-State plan, that
is the benefits listed on page 13. An insurance company won't have
to come up with all of those but they would have to come up with a
policy that would take care of major medical expense. The State
would have to approve it as such a policy

Senator HARTKE. When they approve it-
Secretary FLEmMINO. And they would have to offer the policy to

anyone, let's assume it is a policy that carries a premium of $120.
Anybody could go in and purchase that policy by paying a premium
of $120. In the case of the aged who are eligible for this plan, they
would be paying $60 instead of $120.
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I Senator HARTKE. All right, now to another matter, have you dropped
the reinsurance proposal of 1954 as being unworkable and unsuitable?

Secretary FLEMMING. Yes.
Senator HARTHE. In your opinion this is equally unsatisfactory as

far as the administration is concerned,-
Secretary FLEMMINO. What do you mean equally unsatisfactory V
Senator HARTKE. Equally unsatisfactory as the social security ap-

proach.
Secretary FLEMMING. I wouldn't say that. I just think we have got

a much better approach here.
Senator HARTRE. All right, but you have dropped for all intents

and purposes-
Secretary FLEmrmiO. If we had not dropped it I would have it up

here because there is what I am recommending and backing.
Senator HARTKE. You are very strongly in favor of the deductible

provision, isn't that right?
Secretary FLEDIMING. That is right.
Senator HARTKE. And you recognize, of course, I hope, that under

your proposal, that there is no incentive for diagnostic medical care--
there is no incentive under the deductible provision for diagnostic
examinations.

Secretary FLE.MING. Well, in our package of benefits we have got
physicians' services unlimited.

Senator HARTKE. But after they pay the deductible-
Secretary FLEMMING. Let's keep this in mind, the fact that that

$250 applies to any of the services that are listed in the package, in
their dental bills, all of the bills that they may incur in connection
with any of the services in this benefit package would apply to the
$250.

After that the plan picks up.
Senator HARTKE. Let's come back to this, aren't You willing to agree

at least there is a deterrent to seeking preventive diagnostic treat-
ment? Maybe not a complete bar, but certainly a deterrent by having
the deductible feature?

Secretary FLEMMING. I don't know that I will concede that, no.
I mean because I think there are other incentives at work that would

lead to a person moving in that direction.
Senator HARTKE. Well, the most important one is though enough

money to pay the bill, isn't it?
Secretary FLEMIMING. There is not any question about that.
Senator HARTKE. Sure, Doctor John Porterfield-the Deputy Sur-

geon General-testified that this, is in his opinion, one of the real
needs and I think you are acquainted with him, are you not?

Secretary FLEMMING. Yes, sir.
Senator HARTKE. The real need is for preventive medical care for

these people. You agree with that. Let me assume then that this
is a deterrent to preventive medical treatment.

Now, about the statement this morning concerning the overtaxing
of hospital affairs. You are acquainted with the McNamara pro-
posal which permits a direct care in the home and also that he does
not have to go to the hospital before he goes to a nursing home as
was required in which you objected to in the Forand bill did you not?

Secretary FLEMMING. I testified this morning that I felt that the
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McNamara bill on that particular point, assuming without regard to
the basic approach, was an improvement over the Forand bill.

Senator Javits testified the same way just a few minutes ago.
Senator HARTKE. All right fine. Now then, in regard to physicians

you feel that one of the basic deficiencies in the McNamara and Forand
bills and the others is the absence of physicians' fees?

Secretary FLEmMIXG. Let me put it this way: My conviction is that
the real need here is to provide protection agaisnt the costs of long term
illnesses. If we are going to provide protection against the costs
of long term illnesses, I think it is necessary to include physicians'
services as well as all of the other services that we have identified.

Senator HARTKE. I won't find myself very far from you on that
point.

Then in regard to that, however, you must realize that if you are
going to provide physicians' services it must increase the overall costs;
we can agree on that.

I am not talking about how much and where, but if you are just
going to add physicians' fees.

Secretary FLEMMnIG. Sure.
Senator HARTKE. It is going to increase the overall costs. And

also by the testimony given here, the McNamara proposal and your
proposal, are estimated to run about the same $1.2 billion and $1.3
billion, isn't that right?

Secretary FLEmMING. I think that is the estimate of the McNamara
proposal-about $1.3 billion.

Senator HARTKE. Therefore, it is reasonable to assume that the dif-
ference in picking up this additional cost for physicians' fees has to
be covered in the amount which is taken in the deductible feature be-
cause this being the major difference-

Secretary FLE3MMIHNG. Well, I would want to analyze the two sets
of benefits pretty carefully before I agreed with that generalization,
you are certainly correct that one of the factors that leads to the ad-
ditional cost which is reflected in the deductible is the physicians'
services but I am not at all sure that there may not be some other things
in our package which also add to the costs in terms of taking care
of the long term illness, in other words, I would like to have some-
body check both sets of benefits carefully.

Senator HARTKE. I am not going to hold you to it but as to that,
that is a fair assumption at least for the moment subject to it being
checked by your staff, is that right, and if it is incorrect, I am sure
your staff could supply that information for the record to correct it
at this point.

Secretary FLEMmING. I am certainly willing to agree that this is
one of the factors that leads to the additional costs, the additions of
physicians' services; there may be some other factors in there.

Senator HARTKE. So we must agree then that the McNamara propo-
sal is less expensive as far as overall costs in regard to the fact that it
eliminates physicians' fees?

Secretary FLEMMING. No- the McNamara bill basically is less ex-
pensive because of the fact that it does not do as good a job of taking
care of the costs of long-term illnesses as does the proposal that we
have submitted to the committee.
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Senator -L R'rKE. You mean as far as any other type of thing except
physicians' services.

'Secretary FLE3131ING. Well, we are right back where we were. I am
sorry I just can't react off the cuff on that. I would like to have the
opportunity of analyzing it a little more carefully.

Senator HArTIM. Let me state then that it is my opinion that this is
the primary difference in services.

Will you accept my statement, how is that?
I don't want to put words in your mouth, you see.
Secretary Frr-EMMING. I indicated in the testimony that I gave this

morning by taking a specific example which did not include a large
amount in terms of doctors' services, that our package of benefits would
be much more helpful in dealing with long-term medical expense than
the McNamara bill.

Let me just give you that figure again. You will recall I was talking
about a woman in her 70's who ha(l had a stroke, was in the hospital
30 days, skilled nursing home, 22 months, private duty nurse for 5
days, medical services in the hospital $125, medical services in the
nursing home every other week, $22, drugs $100, and I said that under
the McNamara plan that she would receive $3,350 of assistance, and
would be called upon to pay $3,575. Under our plan she would receive
$5,140 of assistance and would be called upon to pay $1,833. There is
much more in that than just the additional physicians' costs or fees.
This is geared to a long-term illness and does a uinch better job for the
individual in also giving assistance to a long-term illness than does the
McNamara plan and of course is way ahead of the Forand plan.

We have, the other factors that we have, just quickly, we have longer
durations as far as nursing home and hospital care is concerned, we
also have surgeons' fees, and we have dental services and drugs, and as
I recall it, the McNamara plan makes no provision for drugs.

(NoTE.-The McNamara bill provides for inclusion of the costs of
"very expensive drugs" on or after July 1,1962.)

Senator HJAIrTKE. I didn't pla to get into that example just for the
sake of the record to clarify, I just would like to give you an example
of a 68-year-old man, cardiac failure, hospital 30 days, home treat-
ment 120 days, medicines, drias, and so forth, under your proposal
portion would be $766 and under the McNamara proposal the cost to
the individual would be $56.

For a widow with carcinoma of the breast, surgery, home visits,
nursing home for terminal care under the McNamara proposal would
cost her $350 and under your proposal would cost $594.

Single man-bronchial pneumonia, treated at home under the Mc-
Namaia plan would cost him nothing, under your plan would cost him
$200.

Married person, fractured hip, hospital surgery, nursing home and
home care under McNamara proposal $345, and under your plan would
be $583, and I would imagine if both of us dug up cases we would
probably stay here all afternoon coming up with various proposals
showing which plan was doing the best job and costing the least
amount of money.

Secretary FLETUMING. Senator I-Iartke, the difference is a clearly
reconcilable difference. The proposal that we have placed before the
Congress is designed to deal with heavy cost of long-term illnesses.
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The other proposals which are before the Congress place their em-
phasis on first-dollar costs. The Forand bill would be a first-dollar
cost of a fairly short-term illness. The McNarpara bill moves in our
direction, but that is the reason for the difference.

I have got illustrations just like yours here, and it depends on the
duration of the illness.

We feel that the most serious issue confronting the country at the
present time are these long-term illnesses that elderly people become
involved in.

Senator HARTK,. Well, I would hope that you are right but ac-
cording to your statement on page 8, you point out the fact, which
I commented upon very carefully, that the problem here involves
about 12 million people who do not pay income tax and 24/o million
who are the recipients of public assistance. I am not going to argue
that with you but I feel if you read your own figures you will find
out this does not deal necessarily just with long-term illness but with
people who have a present need for medical attention and who are
not getting it.

That is the problem.
Secretary FLE3131INO. But how are you going to take care of this

person with a long-term illness using the illustration that I used?
You are asking that person to find $3,500 some place under the Mc-
Namara bill in order to take care of the expense incurred.

Senator HARTKE. Well, the man who has an income of less than
a thousand dollars, is not going to come up and pay a $3,500 doctor
bill.

Secretary FLEMMING. What are you going to do for that person,
that is my problem?

Senator HARTKE. I would imagine-
Secretary FLEMMINo. That is our problem, it seems to me.
Senator HARTIE. Well, you and I probably are going to disagree

there on what part of the problem is and that is that.
Secretary FLEMMING. I think the person is better off if the plan

pays $5,100 and the individual has only got to get the $1,800.
I think that is better than forcing the individual to find $3,500.
Senator HARTKR. Well, the average for this group shows that their

health and medical expenses according to the Secretary of Health,
Education, and Welfare is $177.

Secretary FLE.MINo. That is an average.
I also pointed out if you read a little further on, that 15 percent

or 214 million aged have total expenditures on the average of $700
per year.

Senator HARTKE. What percentage of this group upon which you
feel there is such a present human need, what percentage of that
group are in the so-called $6,000 class?

Secretary FLEi]MMING. What I have said is that 15 percent of the
persons 65 or over, or 21 million have some total medical expendi-
tures on the average of $700 per year, and I then went on to point
out that the only reason or the reason you have that high average is
that you have these people who become involved in illnesses that
spread out over a year or 2 years.

Senator HARTKE. In other words, we can assume even from your
own statements that certainly 85 percent of these people have expenses
of less than $700 per year.
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Secretary FLkMfMINO. That is what I have said here, yes.
Senator HARTKE. So we are certainly dealing with far less than

15 percent, we are dealing with $6,000 a year.
Secretary FLE5MM1INO. Senator my point is this: We have not made

any start in dealing with this problem. Let's get started by identify-
ing the most serious problem that we have got namely the people who
are up against these heavy expenses for long-term illness.

Senator HARTKE. All right, let me ask you in regard to your pro,
vision regarding physicians, payment of physicians' fees and setting
up physicians' schedules which are required, does it not call for the
schedule of fees being approved ?

Secretary FLEMMING. Well, any State that entered into this plan
would certainly, just as it does under public assistance, have to set
up a fee schedule of some kind.

Senator H,\RTKE. All I want to know is do you think this in any
wa, interferes with the physician-patient relationship?

Secretary FLEMMING. I do not.
Senator ILARTKE. Do you think your proposal would not?
Secretary FLEMMING. I certainly dont.
Senator'HIAwRidE. If we established a separate fund for medical

benefits on a payroll deduction method, how could that possibly affect
the "orderly development of the retirement survivor disability features
of the social security system" as indicated in your statement?

Secretary FrE u i~o. Simply because of the fact you are putting an
additional load on that particular form of taxation and I don't care
whether the fuind is separate or not, it becomes perfectly clear to the
person who is paying the payroll tax instead of paying 9 Percent le
is paying 10 or 11 or 12 or whatever the case may be.

Senator HARITKE. He is paying his withholding tax whenever you
increase his taxes on withholding. 

"'

Secretary FLE-rMINO. Sure, but whenever anybody comes before
this committee in the future, and asks for an improvement in the re-
tirement or survivorship or disability features of the bill, and says
"This is going to take another 1 percent as far as the payroll tax is
concerned" people are going to say "Well, we have got to look at that
in relation to the amount of payroll tax that is required for health
insurance," anj inevitably they will be in competition with one
another. Either you will go the whole distance and take care of all
of them and build your payroll tax up to a very high figfire or you
will decide that you are going to take one and not the other, and human
beings may suffer as a result.

Senator IARTKE. Let me ask you a question and I think you can
answer this and I think I know what you will answer, do you con-
sider your proposal fiscally responsible?

Secretary FLE31[3IHNG. "W'ell, didn't I already answer that? I
thought I spoke on that for 3 or 4 minutes in response to Governor
Rockefeller's statement.

Senator II.RIT:E. I am not asking for 3 or 4 minutes but just yes
or no.

Secretary FLEizNo. Didn't I answer that a little while ago?
Senator HARTKE. I just kind of like to know is it all right
Secretary FLEMtiMING. I mean in response to your question, didn't I

answer it a little while ago? Of course I consider it fiscally respon-
sible.
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Senator HARTKE. That is all I want to low. If you would say
"Yes" in the first place we would all save time.

Secretary FrmbtuINO. I knowbut I said it three times.
Senator HARTKE. Would you be in favor of reducing any specific

program in the Federal budget today in favor of the proposal of
yours for the care of the aged?

Secretary FLmitNG. I don't know that I can look at the total
Federal budget and make decisions of that kind. My only point is
that for a program that is as needed as this program is it is possible
to work it in. in an $80 billion budget. I would not want to be specific
because I am not in position to be a competent witness.

Senator HARTKE. Would you care to compare it with the mutual
security program?

Secretary FLEMMING. I am not going to compare it with anything.
If you are building an $80 billion budget it should be possible to de-
velop a balanced budget and work something like this into this bal-
anced budget.

Senator HARTKE. I don't want to go into a long discussion on this
if you don't care, Mr. Secretaty, but I just wanted to know whether
you believe the $1,200 limitation which is placed on the present in-
come of social security beneficiaries should be raised or removed?

First, should it be raised?
Secretary FrIEMbING. We submitted a report, a rather detailed re-

port to the Ways and Means Committee dealing with that problem
and I would want the opportunity of refreshing my memory on that
report before commenting on it. I didn't know anybody wanted to
discuss that today or I would have done it last night, if you want
me to come back at another time and discuss that I will be happy to
do it.

Senator HARTKE. I am just reading from a Life editorial in Life
magazine concerning the age, health, and politics in which they stated
that moreover many oldsters able and eager to work to better 1)rovide
for their own security if the $1,200 limitation were raised on income
they earned without forfeiting social security pensions. The only
thing I asked you whether or not you would agree whether this would
help.

secretary FLEMMIING. I just say this, Senator, in my judgment. we
have not solved that )roblem in a satisfactory manner as yet and I
don't believe we should feel that the way the, law stands at the present
time should be the last word by any means.

I am not satisfied with the way it stands at the present time but I
am not prepared to discuss proposals, specifically, for improving it at
this point.

Senator HARTKE. Would you be willing to state whether or not you
feel that this statement in the Life editorial was in fact desirable
or undesirable?

Secretary Fr.EirI.o. I will rest with the statement that I have
made. I don't think that the law as it stands at the present time repre-
sents a satisfactory solution to that problem and I will be glad to come
back some other time and discuss possible solutions.

Senator HARTKE. Do you think that this is proper public business,
this question of medical aid to the aged?

Secretary FLEMMINo. That is the tenor of my testimony. It cer-
tainly is.
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Senator HARTKE. I am asking a question.
Secretary FLEMMING. If I made anything clear, I hope I made that

clear. The answer is "Yes."
Senator HARTKE. All right. And you think it should be decided

according to the Nation's sense of justice, urgency, and choice of
priorities in the use of scarce resources?

Secretary FLEmING. OK, I will go along with that.
Senator HARTKE. Since you state the need is so great and that Fed-

eral action is necessary, if the Congress should accept the benefits
which you propose, and if we accepted the deductible provisions
which you have proposed and if we extended the coverage to help
those who are not covered under the social security program, but
either in one of two fashions put on an attachment that the payment
be by social security or by payroll tax, would your oversensitivity to
this particular approach be such that you would still oppose this
legislation?

Secretary FLEll 13IN . I so indicated to Senator Douglas and I will
indicate again.

Senator HAnTKE. And in your opinion, Would you recommend to
the President that if all of these conditions were accepted, would you
recommend to the Pre ,.ident that lie veto such a bill?

Secretary, FILEMIMIING. I normally don't discuss communications
that I either send or might think in terms of sending to the President
on a matter that is properly before the President. The President
has stated time and again. that lie will not indicate what lie will do
with a piece of legislation until it is on his desk. Certainly it would
be inappropriate for ie as a member of his administration to com-
ment on a hypothetical situation as to whether or not I would recom-
mend or not recommend.

Senator HARTKHE. Let me change it then: Would you be very
strongly opposed to it to such an extent that you would feel it would
be unacceptable legislation from the viewpoint of the Secretary of
Health, Education, and Welfare?

Secretary FLETRUING. I stated to Senator Douglas and I have
stated to you that I would be opposed to the legislation. I stand
on that.

Senator HARTICE. Even if we accepted all of these other principles?
Secretary FLE/miING. I stand on that.
Senator IARTKE. In your opinion, would the President veto such

a bill?
Secretary FLEMMING. I am not going to speculate as to what the

President would or would not do, but the President has made it very
clear to the Nation through his press conferences and otherwise that
he is completely opposed to the use of the social security mechanism
for dealing with this problem.
Senator HARTKE. In other words, you would disagree with the con-

clusion of the Life editorial of April 25,1960.
Secretary FLEIING. I would. I read it.
Senator HARTKE. In which they say, in principle such a principle

is proper public business. The issue, therefore, is inevitably a po-
litical one. It should be decided according to the Nation's sense of
urgency, justice, and choice of priorities and in use of scarce re-
sources as determined by the Nation's elected Representatives in
Congress.
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Secretary FLEMMING. In my judgment if the plan we have pre-
sented to the Congress were accepted it would fit all of those qualifi-
cations very nicely.

Senator HARTKE. Except for the fact that you are in effect saying
that you would deny to the Congress the right to make its own de-
termination of how it is going to provide.

Secretary FLEMmING. When did I say that? This is the kind of
thing that I object to. I mean the Congress has got a perfect right to
do anything in matters of this kind. The President of the United
States is a part of the legislative process, and he has got, too, the right
to make up his mind as to what he would do. I haven't said anything
about what the Congress should or should not do. I have got a point
of view which I have been here presenting, and trying to justify. Of
course, it is up to the Congress to determine what it would do. I
haven't said anything about denying the Congress the right of doing
anything.

senator HARTKE. All right, then you haven't denied Congress the
right to do anything and I want to thank you for the time you have
given me.

Secretary FLEMMING. Thank you, sir.
Senator GORE. Mr. Secretary, I have not yet had an opportunity to

review a copy of your bill. If you have a copy, I will be glad to see
that it is introduced unless you have some other person whom you
would prefer as an author of the bill.

Secretary FLEMMING. It is my understanding that it will be intro-
duced and as you know I did make available a copy of the draft bill.

Senator GORE. I understand you made a copy available to the com-
mittee but I have not been able to see it.

Secretary FLEMMING. That's right.
Senator GORE. But I am glad it is going to be introduced. As you

know it is customary for legislation of, shall we say, uncertain sup-
port to be introduced by Members by request.

Secretary FLEMMING. That's right.
Senator GORE. And I can understand why, if you have already con-

tacted someone you would prefer that they introduce it, and I think it
deserves to be introduced.

Secretary FLEMMING. I appreciate that.
Senator GORE. It is a serious proposal to deal with a very serious

problem, and I wish to congratulate you upon the amount of study
which you have given the problem, and upon your ability to bring
the administration into agreement upon a proposal in this vexatious
field.

Several proposals, of which you have indicated your awareness, are
before the committee. There is one by Senator Humphrey, one by
Senator Kennedy, and I think Senator Anderson is preparing one for
introduction perhaps today or tomorrow. I will be unable to interro-
gate you in any detail on your proposal, not having had an opportunitY
to study it but I followed your statement and your description of it
with care, and from that would like to submit a very few questions.

For what period of time would the initiation fee, you described it
by another term, what did you call it?

Secretary FLEMMING. Enrollment fee.
Senator GORE. Enrollment fee, maybe one name is as good as an-

other.
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For how many years would it be necessary that this enrollment fee
be paid before a person would be entitled to benefits which you recom-
mend?

Secretary FLEMiMINO. In our proposal there isn't any limit. It
would be paid each year.

Senator Gore. You mean he could pay for 1 year and then be
entitled to benefits?

Secretary FLEmMING. Well he would be entitled to the benefits
during that benefit year, but then the next year he would have to pay
another fee of $24. And so on. It is an annual enrollment fee.

Senator GORE. I believe there are some more questions and I am sure
after your bill is introduced and we all have had a chance to study it
that you will have an opportunity to return because this is a question
that can't be solved in 2 days, or should not be, in my opinion.

Suppose a person who has not been enrolled is advised by his private
physician that he may need surgery?

Would there be any estoppel in your program so that he could not
pay the enrollment fee and then be immediately eligible for the pay-
ment of his hospital bill?

Secretary FLEMMING. He could enroll at that point.
Senator GoRE. In other words, if he knew that he was going to have

to go to a hospital for an operation, he could then pay $24 and be
eligible to have you pay or have the Government pay a hospital bill
of $5,000?

Secretary FLEMINo. As we visualize it, something like the way
your Blue Cross and Blue Shield operate at the present time, there
would be an enrollment period during which persons would have the
opportunity of enrolling.

Senator OORE. That is the first question I asked you.
Secretary FLEIMINO. That is right.
Senator GoR.. I thought of necessity there would be an enrollment

period.
Secretary FLMM.NING. That is right and given a situation such as

you describe, he would not come under the plan that we have pro-
posed. He would in all probability then come under the old-age
assistance benefit schedule. As you will recall, we are recommending
that the same schedule of benefits be set up for the old-age assistance
people that are set up for people who would come under this plan, so
that if he did not have resources to deal with that situation, he would
come under the old-age assistance and be given all of the assistance
provided for in our plan.

Senator GORE. What is the enrollment period?
Secretary FLFmmiNG. Our thought there was the State would make

the determination, or at least include in the plan that it submitted to
the Federal Government for approval provision for an enrollment
period, and if the provision that they put in appeared to be reason-
able to the Federal Government, it N;ould then be approved as a part
of their State program.

We did not have in mind writing into either Federal law or regula-
tion any uniform provision on that for all 50 States although that
could be done.

Senator GonrE. You say you did not have that in mind.
Secretary FIENmiNGo. We felt that, just thinking out loud, it would

be better to let the State make proposals to us and the proposals were
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reasonable, if they were, approve them, rather than having any uni-
form provision for the entire country. But certainly you could think
in terms of a uniform provision.

Senator GOE. Your answer is thus far--
Secretary FLEmMINO. When you get into something of that kind

following this a little further, if you had a fixed enrollment period,
then you have got to make provision for the people who reach age 65
between enrollment periods and that certainly could and should be
done.

Senator GoRE. Well, your answers thus far lead me to the conclu-
sion that perhaps the Department could give some further study to
this problem with profit during the proposed recess of the Congress.

I think of necessity you would have a qualifying period, or else
you would certainly have a rash of enrollment fees after visits to the
doctor's office.

I agree with your point of view that it's more equitable to derive
revenue from a progressive income tax than from a payroll tax or
sales tax or manufacturing excise tax, and I congratulate you upon
presenting that point of view. It has been a little cold around here
lately, but I think you are sound in that point of view.

However, when applied to this particular situation, I am constrained
to the view that it is only through a program sufficiently widely based
that we will have a truly national program.

If you proceed upon the enrollment fee of $24 per year that is equal
to 1 percent of a $2,400 salary, which is more than would be deducted
from an income, from wages, by either of the proposals pending be-
fore the committee with the social security approach.

For instance, a person with a $3,000 per annum wage would pay
$15-let's take the example of a person with a $4,000 annual wage.

Under the bill I have introduced lie would pay $10 per year, and the
employer would pay $10 a year. Now uider your plan before he
would be eligible he would have to pay, the person himself would
have to pay, $24 a year for a period of years on which we are now
uncertain.

Secretary FLEMIMINO. Senator, just to back up a minute, does your
bill provide for a one-half percent increase in payroll tax?

Senator GORE. Yes; one-quarter by each, employer and employee.
Secretary FLEmmINO. I might say we have not had the opportunity

of studying your bill in detail, but taking the McNamara bill as an
illustration, if I understand, if yours is fairly close to that although
possibly a little more liberal in terms of some of the benefits.

Senator GORE. More liberal in some and less liberal, I think, in
others.

Secretary FLEMMINO. Yes.
Senator GORE. Pardon me just a moment.
Secretary FLEMMINO. The McNamara bill, Senator Gore, would re-

quire in our judgment, from an actuarial point of view a 1-percent in-
crease in payroll tax.

Senator GORE. Eventually.
Secretary FLEMMING. Well, when it is adopted, by the Congress

our recommendation-if it is adopted by the Congress, our recom-
mendation from the actuarial point of view would be that it includes a
1-percent tax. That is if we made the same kind of a recommenda-
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tion that we do in connection with all of the other matters involving
OASDI, we would recommend to you that you impose a 1-percent pay-
roll tax.

So that that would be a half percent on the employer and a half on
the employee.

Senator GORE. Well, in either event-
Secretary FI,,EMtMINo. But you see, I mean, I get your point, and,

of course, I think in weighing the two, you do have to take into con-
sideration. not only when you weigh that $24 but when you weigh
the $250 deductible and the 20-percent cost-sharing provision, all three
of those put together, what it can mean to the individual in terms of
being helped on long-term illness. I appreciate that you or the others
might take issue with me on feeling that that is the No. 1 problem,
that. is the problem we should concentrate on.

But in evaluating our plan, I think that you 0do have to keep in
mind the fact that that is what we did concentrate on, namely, develop-
ing the very best practical benefits that we could in order to deal with
the long-terjm illness.

Senator GoinE. But even though I acknowledge with appreciation
your concern for the catastrophic illness, your plan lays itself wide
open for people who may have been advised of an impending physical
catastrophe to take advantage of it.

Secret ary FLEMMING. tl, I mean, I get your point there,, but after
tll is there anything wrong with it? If they have been advised of it
and in all probability it is going to take place, they are going to be up
against this heavy expense an( of course this is one of the reasons
why we build in the deductible and the cost-sharing feature so that
there is some check on the use of the services and on the expenses that
might be. iicurred. Let's assume that our enrollment period was the
nionth of January, just to take an illustration, in a given State, and
let's assume that in the month of December a person who is 70 or 71,
who had not yet ever come into the program, is advised of the neces-
sity for a major operation, advised that it might lead to other com-
plications, and so that person said "Well, in January, I will; when
the enrollment period comes around I will enroll in order that I can
take advantage of the program."

I appreciate that is what insurance people would call adverse selec-
tion, and yet considering the nature of the problem, and considering
the income that this l)erson has and so on, I don't think the Govern-
nient should object to that kind of an adverse selection.

Senator GoRu. Well, I would like to examine that a moment with
you. I realize you have had a long and a hard day. I noted with in-
terest that you would not apply the property test but rather an in-
conie test.

Secretary FLEMMINO. That is right.
Senator (o10E. So let us imagine a couple with an income of $3,000

per year. I believe your limit would be $3,800 per year; would it not,
sir?

Secretary FLrMMiN.O. For a couple; yes.
Senator.Gonr,. For a couple.
Secretary FrEri.o. Yes.
Senator GonE. Let us assume that this couple is retired, that they

have a comfortable home, without encumbrances, of some reasonable
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value, say $25,000, and that they own a farm. It is very possible to
own a farm of a thousand acres and have no income at all.

But this farm is perhaps worth $100,000, and let us assume that the
same couple has $100,000 invested in Government victory bonds on
which they receive 21/2 percent interest, $2,500, and a few other odds
and ends that would ma ke their total net worth a quarter of a million
dollars.

Yet under your plan by paying $24 they could receive Government
payment of a hospital bill, I believe you said, up to-

Secretary FLEMMING. There isn't any limit.
Senator GoE. No limit?
Secretary FLEMMING. Let's say, a bill of $6,000.
I recognize that that type of thing could happen, but let's start over

here. Under the social security approach, there isn't any considera-
tion of need at all, of course.

And people such as the ones here you have described, plus people
who are drawing salaries of $25,000, $50,000 a year, and so on, could,
I mean would be, not could, but would be under tie plan.

I recognize that under the kind of a plan that we have proposed
there would be some people who would or could qualify for it, and you
and I would agree they did not need this kind of help and assistance in
dealing with a major medical illness.

But certainly a much smaller percentage than in the case of social
security would be willing to take that kind of a calculated risk, in
other words, that some such as you have described would slip in, in
order to be able to avoid all of the administrative complications and
all of the personal negative reactions that are involved in the applica-
tion of a means test. In other words, I am not very enthusiastic about
a means test, and I know the problems that it involves.

I mean that are involved in it when you get over into it in the
welfare field.

So in order to avoid that, I am willing to take a calculated risk
on having some people come under this plan who don't need this help,
but again my point is that under this plan you would have a much
smaller percentage of persons under the plan who do not need help
than would be the case under social security.

So that I think this is better from that viewpoint-if you judge
it against the test of are we helping only the people who need it, I
would say we are coming closer to helping only the people who need
it under our plan than you can under a social security approach.

Senator GORE. Well, one fault of your plan is that it permits a
citizen who has been advised of arson to take out insurance on his
house. It seems to me that we must choose here between a health,
hospitalization, medical care program, that is truly national in char-
acter, or to take a far more restrictive one, such as you have sug-
gested, which will not cost as much, but which can be greatly abused.
In making that choice, it seems to me that where you have given great
emphasis, and I applaud you for giving emphasis, to the catastrophic
illness, the lifetime illness, the invalid, but the thing that you have
overlooked, it seems to me, and you understand, I have not given
this the study to which you have given it, is the value of preventive
medicine, a stitch in time, visits to the doctor's office or to the nursing
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home, if an old person whose means are very limited must bear
the first $250 cost of hospitalization.

Secretary FLEMMINO. Not of hospitalization I mean of all con-
ceivable types of expense that could be incurred in this area, but go
ahead, yes.

Senator GORE. The reluctance depends heavily on his limited means
which might discourage and forbid the possibility of corrective atten-
tion which might come much cheaper than the cataclysmic, cata-
strophic illness that might occur otherwise.

Secretary F ING. Senator, I certainly appreciate the point of
view that you have expressed there, and I think it is one that should
be given consideration. I would be the last to deny the desirability
of our doing everything wve can to encourage people to prevent, I mean
to take steps that will prevent, major illnesses. I certainly think that
both Federal and State Governients and private groups and so on
should do everything they can along that line.

I appreciate the fact, that a good case can be made for putting the
emphasis on first dollar costs as over against putting the emphasis
on the long-term illness.

And I appreciate the fact that you don't necessarily have to choose
between the two. You could say it is both-and, it is not either--or,
but I think both of us would probably agree if we tried to make it
both-and the initial expenditure woild get up to a figure where it
would probably be very difficult for us to get any program started; I
mean there would be a resistance to the program because of the expense
involved.

So, faced with that kind of a situation, our feeling was that it was
better, in order to get the Government's participation in this area
off dead center, to concentrate on the long-term illness, and to come
up with a plan which would really take care of that in an adequate
manner, recognizing that there are other programs and so on that
can help out on the rst dollar costs.

I know reasonable people can differ on that. I mean, as to our
choice, but as we went into the problem, the thing that impressed us
more than anything else was this terrific burden that the long-term
illness puts, not only on the older generation, but on the next genera-
tion also, because, as you and I know, the older generation use up
their life savings in order to take care of it, and then the next genera-
tion comes along, and they use up their savings, and this gets to be
kind of a vicious circle, because their savings are savings that other-
wise would be used to educate their children, who are coming along
and they can't use it for that purpose.

In other words, we feel that the situation that presents a terrific
problem for the older generation and for the next generation is this
long-term illness, and we felt that it was better to concentrate on
that and come up with a plan that would really take care of that situ-
ation. I think you can see that if a State came in under our plan as
we have outlined it here that it really would do a good job of taking
care of the long-term illness.

Now, the Forand approach didn't really take care adequately of
the point on which you have put your finger either, because it just
provides hospital and nursing home benefits for a comparatively
short, period of time, so there isn't really any of the preventive aspect
there.
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I appreciate that Senator McNamara's bill, the bill that you have
introduced, moves in the direction that you have talked about and your
bill also moves in the direction of doing a better job on the long-term
illness than the Forand bill would do. It doesn't do as good a job as
our package would on the long-term illness but it certainly moves in
that direction. This is? I appreciate, a matter of judgment, but we
just felt that that situation is so serious that this is what we ought to
concentrate on and what we ought to try to get the Government to do
something about.

Senator GORE. Well, as I have said to you, I appreciate your efforts,
and I am not going to keep you longer.

Secretary FLEMAIING. Might I say this, Senator Gore. I want to be
fair to the staff who have worked on this. When you first asked me
about that enrollment figure my memory just slipped for a moment,
we had a rather long discussion on that, I recall that very distinctly,
because again we are focusing the attention on the long-term illness.
I started out by hoping that we could avoid an enrollment period, but
I was persuaded by the staff that we couldn't, just as you recognized
we couldn't, and in our draft bill there is definite provision for that.
I just wanted to make that clear. My memory slipped on it for a
moment.

Senator GORE. I concluded that either your memory or your staff
work had slipped, and I am glad that you were generous enough to
say it was your memory.

Secretary FLEMMING. It certainly was, no doubt about it.
Senator GORE. Well, our brief discussion here illustrates that nei-

ther can claim to have either a perfect or final answer to this prob-
lem, and if the lightning shouldn't strike you out in Chicago and I
survive Los Angeles [laughter], we will have an opportunity to dis-
cuss this further.

I do want to join you in your feeling that the House bill in and of
itself is inadequate. I can't go along with your approach. I feel it
is necessary to have a truly broad based program, and that your elo-
quent presentation argued for a broadening of the program.

As i have looked over the report on the House bill, it appears to
me that 4 States out of the 50 would receive, according to the esti-
mates, 60 percent of the benefits from the program. Would you agree
with that?

Secretary FLEMMINO. You mean that is under title 6?
Senator GORE. Under title 6, yes.
Secretary FLEMMING. That is right. I mean-of course you under-

stand, Senator Gore, on that I want to be perfectly fair to the House
bill and title 6, these estimates are estimates that you have to build up
by using an awful lot of subjective judgment because there are not
any floors or ceilings really written into title 6. I mean a State can
set any kind of a needs test that it wants to set. It could provide
a cutoff point at $2,000, $3,000, $4,000, $5,000, so that those who have
to work on the development of cost estimates are somewhat handi-
capped because they have to kind of speculate as to what the State,
what certain States might do and what certain other States might do.

Senator GORE. Well, I agree with that, and I acknowledge that.
But, even so, for the sake of discussion, the best. indexes we have are,
the estimates we have been supplied.

Secretary FLEM3M3ING. That is right.
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Senator GORE. And according to those estimates 4 States would re-
ceive 60 percent of the benefits, and the benefits estimated for 44 States
would approximately equal that estimated for 1 State.

Secretary FLE-3MMING. I am sure you have stated that correctly. I
will ask Mr. Myers-is that correct?

Senator GoRE. Is that correct?
Mr. MYERS. It is correct that 60 percent will go to the four highest

States, and the remainder of the States would get just a little more
than the 1 largest State, was that what you were saying, Senator
Gore?

Senator GORE. I was saying that 44 of the 50 would receive approxi-
mately the same amount, according to these estimates as 1, and that is
out of all proportion to the number of old people or to the needs in-
volved, and, as I understand these tables they are based upon, the
p resent legal qualifications for old-age assistance in the respective
States. Is that generally correct?

Mr. MYERS. Yes, Senator. As we try to point out in connection with
these estimates, it is very difficult to make them, particularly on a
State by State basis, since it is difficult to know just which States are
going to act and to what extent.

Secretary FLE1MING. Of course I might say this, Senator Gore, I
think you could take any of one of the proposals pending before the
committee and telescope it with title 6, and that is why I have no hesi-
tancy in saying we recommend approval of title 6, because it can do
some good and then I went on, of course, to indicate that I feel that
nevertheless the plan that we have recommended should be adopted.
Now, I got into a little difficulty this morning on the cost of the two
plans. There would be some overlapping because some people ob-
viously would be eligible for the plan that we have proposed and con-
sequently wouldn't come under this plan on title 6, but I think if ou
lookattitle6 careful, I think we could probably all agree on the act
that it is not in conflict with any of the proposals that are here. In
other words, it could supplement any of the proposals.

Senator GonE. Well, as you know, the leadership of the two parties
in Congress have agreed that Congress will recess this weekend and
return early in August, I believe it is, and, therefore, this will give you
an opportunity and me an opportunity and other members of the
committee an opportunity to study this problem with greater care,
so it is entirely possible that the committee will wish to extend to you
an invitation to return.

Secretary FLE MAIING. I would be very happy to at any time.
Senator Gon. And I will have some witnesses to suggest when we

return. I am going to suggest to the committee that it invite Gov-
ernor Rockefeller to testify, lie having presented a challenging pro-
gram today.

Senator FREAR. In other words, you want all the presidential can-
didates to testify? [Laughter.]

Senator Gojmm. Well, by then, there will only be two. [Laughter.]
Thank you.
Senator FREAR. Before I recess the committee, Mr. Secretary, and

this is a suggestion only, you call Glacier National Park and turn that
Under Secretary of yours loose over there and you think you might
gei at different telegram than the one that was read here this afternoon.

186
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The committee will stand in recess until 10 o'clock tomorrow morn-
ing, and thank you very much for your testimony. Sorry we kept you
all day, but I appreciate the information that you have brought to the
interest of the people.

Secretary FLEMM ING. Thank you, Senator.
(The following memorandum by Senator Paul Douglas and accom-

panying statement by Gov. Nelson A. Rockefeller were submitted for
the record:)

JULY 7, 1960.
MEMORANDUM

Re Inclusion of statement for hearings on social security bill.
To Hon. HARRY FLOOD BYRD.
From Hon. PAUL DOuOLAs.

In the course of the hearings on H.R. 12580 there were a number of references
to the position taken by the Governor of New York, Hon. Nelson A. Rockefeller.
At the time, however, the text of the statement of the Governor was not available.
I request that the text now be made a part of the record of the hearings so that
it will be available for study to the Members of the Senate.

PAUL H. DOUGLAS.

[For release In the afternoon, June 29, 1960, Robert L. MeManus, press secretary to the
Governor]

STATE OF NEW YORK, EXECUTIVE CHAMBER,
Albany, June 29, 1960.

STATEMENT BY Gov. NELSON A. ROCKFELLER, PREPARED FOR DISCUSSION AT THE

GOVERNORS' CONFERENCE, MANY GLACIER HOTEL, GLACIER NATIONAL PARK,
MONT.

The provision and equitable financing of adequate medical care for our senior
citizens is one of the great unsolved problems of ourNhtion.

Those over 65 years of age constitute a substantial, steadily growing and pre-
dominantly low-income segment of the population.

By 1975, there will be 22 million Americans over 65 years of age, or more than
10 percent of the then population. Yet, while the elderly are increasing in num-
ber, their ability to be economically self-sufficient through employment is de-
creasing. The proportion of older workers in the labor force has decreased from
nearly 75 percent of those over 65 in 1890 to about 35 percent in 1958.

The net result is that, according to Government estimates for the year 1957,
only about 20 percent of our senior citizens have incomes of more than $2,000
a year-and 60 percent of them receive less than $1,000 a year. These figures
include social security payments received.

These senior citizens require, on the average, two to three times more medical
care than the rest of the population. Many have special need for long-term in.
stitutional care. Estimates for 1958 indicated that 78 percent of those over
65 were afflicted with one or more chronic diseases. In spite of the great need
of the aged for health insurance protection, nearly 60 percent of them have no
health Insurance at all, and of the remaining 40 percent who do, the coverage
Is frequently inadequate to meet the demands of chronic illness.

These facts constitute a human problem of major proportions. A substantial
portion of the burden of providing necessary health services falls upon dwindling
savings, upon relatives, and upon public welfare, or upon hospitals, and the
medical profession through charity treatment.

The magnitude of the problem is underscored by the fact that in New York
State alone there are some 83,000 persons aged 65 or over receiving care in
hospitals or nursing homes at State expense.

All too often, a lack of funds may discourage the elderly from seeking the
early care and preventive treatment so essential to mitigating the effects of ill.
ness and prolonging life. Many of those living on small social security pay-
ments or pensions or annuities may face-or feel that they face-a choice be.
tween paying the rent or seeking health care, often with tragic results.

There is substantial reason to doubt that commercial insurance carriers or
voluntary health insurance organizations can ever hope to meet the total health
Insurance needs of the aged as matters now stand.
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From the standpoint of the older persons themselves, such insurance is often
too expensive for their limited incomes or is unavailable because of existing
Illness or for other reasons. Recognizing this, the New York Legislature
recently passed a law at my request mandating the conversion of group health
Insurance policies to individual policies upon retirement at premium levels not
exceeding 120 percent of prior payments. This measure represents a major
advance, but not a complete solution. No one State can solve this problem alone.
It is essentially a national problem.

From the carrier standpoint, health insurance for the aged is likely to be a
most unprofitable type of business unless premium costs can be spread over all
age groups. The latter is difficult in the competitive, experience-rating condi-
tions which exist in the insurance industry.

For voluntary plans, there are serious financial problems in providing such
coverage. In 1958, for example, I am advised that the Philadelphia Blue Cross
collected $3.5 million in premiums from its 65-and-over subscribers and paid
out $9.7 million to meet their hospital bills. Had the Blue Cross not spread
this loss among all its subscribers, the premiums of the older subscribers would
have been prohibitively high. At the same time, the increasing numbers of such
high-cost subscribers not only raise costs for everyone, but threaten the very
existence of the Blue Cross system.

It is now clear that some type of Federal Government action is needed to
solve this problema-a fact recognized in the wide variety of plans now under con-
sideration in the Congress. In 1954, as Under Secretary of Health, Education,
and Welfare, I participated in developing an administration proposal for limited
Government involvement through a Federal reinsurance system to assist volun-
tary health plans in undertaking broadened protection, including improved
protection of the aged. The proposal was not adopted by Congress. Since then,
the problem has become no less acute.

The issue has ceased to be whether to do anything at all. The issue is how
best to do what so obviously needs to be done.

And the issue Is immediate. Last Thursday, the House of Representatives
passed a bill contemplating some medical care benefits, through Federal grants
sharing costs with States, provided on a basis of need. This is an extremely
limited measure--seemingly in the nature of an election-year stopgap. There
Is substantial evidence that the Senate during the coming week will begin serious
consideration of expanding this measure into a comprehensive effort to meet the
problem. I sincerely hope that this is the case.

Of the various proposed programs of health insurance for the aged, the best
known are the Forand bill and the administration bill. There are many differ-
ences between these two bills, but the fundamental difference is in the two
approaches to financing the proposed benefits. The Forand bill would increase
the social security payroll tax to encompass health insurance for those over
05, while the administration bill proposes a Federal-State program of health
insurance for older persons, paid for primarily by general tax revenues of the
Federal and State Governments, but with the older persons themselves (other
than those of public assistance) paying an enrollment fee of $24 a year.

As a businessman concerned with employee welfare, as Under Secretary of
Health, Education, and Welfare, and as Governor of New York, I have been
concerned with the health insurance question for many years. It seems to me
that there are four grave weaknesses in the Forand measure.

1. The Forand bill would not provide health insurance coverage for any of
the 4 million persons now over 65 years of age who are not included in the social
security system.

2. It lacks any element of choice and would therefore tend to stifle further
development of voluntary health insurance for the aged in this country.

3. Administration of the Forand bill program would be under centralized
Federal control with no flexibility for accommodation to varying conditions in
the different States.

4. It fails to provide the standards needed to maintain the quality essential
to good medical care.

In the administration bill, the basic flaw Is the method of financing, which I
regard as fiscally unsound. Instead of extending a proven contributory system
of insurance-the administration bill provides subsidies from the general rev-
enues, shared by the States and the Federal Government under an equalization
formula.
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Under a contributory system a definite percentage of the cost is born by those
who ultimately receive the benefits. This provides a built-in safeguard against
the constant pressure for irresponsible and extravagant additions to the scheme
which is politically difficult to resist. The administration plan would be par-
ticularly vulnerable to such pressure, based as it is on the concept of subsidy.

The financing of the administration plan also would represent a serious finan-
cial drain on the States; New York, for example, would have to allocate to the
program nearly 10 percent of its current State purposes budget if it participated.
It is likely that a number of States would decide not to participate at all, as
would be their right.

In addition, the administration bill has "means test," deductible and coinsur-
ance features unrealistically limiting benefits and requiring cumbersome and
costly administrative mechanisms in all 50 States. It does, however, provide
for minimum standards of care and its benefits would come closer to meeting
the medical care needs of the aged than do those of the Forand bill.

What, then, are the elements of a workable approach? In my judgment,
we must begin with the principle that our basic reliance for health insurance
protection for the population as a whole should be voluntary health insurance.
But, recognizing the special problem of insuring the health of the aged, I believe
Congress should enact a program based on the principles I shall set forth.

In considering these principles, we should keep in mind that taxes levied by
the Government to support a health insurance system are equally compulsory,
whether they are in the form of general revenue taxes or earmarked payroll
taxes. Hence, the alleged distinction between plans on the basis of "volun-
tary" versus "compulsory" is, in my opinion, both illusory and irrelevant inso-
far as financing is concerned. As to the voluntary or compulsory nature of the
receipt of benefits, I shall comment further.

The principles I advocate are these:
1. Health insurance should be provided for as many as possible over 65 with-

out reference to a means test.
The concept of an "earned benefit" resulting from a contributory system is

an important one to retain-one which stresses individual initiative and dig-
nity in our society.

2. The basic mechanism for achieving this should be the contributory social
insurance system, supported by payroll taxes, which exists in the old-age sur-
vivors and disability insurance system. A separate health benefit trust fund
should be established in this system to account for the taxes received and benefits
paid.

This well-administered system has proved to be effective and economical. Its
contributor nature has been completely accepted and is indeed, strongly sup-
ported by employees as well as their employers.

3. The full payroll tax increase required to finance the additional health
benefits should be enacted at the same time as the new benefits.

The maximum additional tax needed for the benfits I propose would be one-
half of 1 percent for employees and the same amount for employers.

4. Some 4 million persons over age 65 are not covered by OASDI insurance.
Nearly half of these are recipients of old-age assistance payments, paid from
Federal, State, and local general revenues. A second group among these 4
million are receiving retirement benefits from the civil service, railroad retire-
ment, or other programs. A third group receive their support from the other per-
sonal resources or are dependent on others for their support.

These older persons not eligible for benefits under the OASDI system must,
nevertheless, have comparable health insurance protection available to them.

I believe that the Federal program should permit payments into the separate
health benefit trust fund for the purchase of the same health protection for
these persons as would be available to retired OASDI beneficiaries. The Fed-
erlal Government should match according to a formula any payments which
an individual State wishes to provide to assist its older persons not eligible for
OASDI in purchasing the OASDI health benefits. The Federal Government
would also, of course, continue to provide Federal matching grants for old-age
assistance payments, including those for medical care purposes,

5. Each OASDI beneficiary eligible for the statutory health benefits should
be given an option to forgo those benefits in favor of receiving.a special monthly
cash benefit added to his regular social security check, provided he presented
proof that he carried a health insurance policy at least equivalent to the pro-
tection afforded by the statutory benefits.
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This option would give the benefit phase of the program, as distinct from
the financing phase, a truly voluntary nature. It would encourage commercial
carriers and voluntary health insurance organizations to continue their efforts
to develop sound coverage plans for the senior population. Furthermore, indi-
viduals covered during employment by outstanding health insurance plans would
thus be encouraged to continue such plans after retirement.

6. The program should provide at its outset for hospitalization, nursing-home
care, and visiting nurse services, with additional benefits to be added as expe-
rience may indicate their desirability and feasibility.

A benefit schedule offering more total (lays of care according to the proportion
spent in nursing-home care and visiting nurse services would encourage benefl-
,eiaries to use less costly facilities as soon as their medical condition per-
mitted.

Early diagnostic services should be added to the benefits as soon as possible,
to help minimize instances of hospitalization. Subsequently, it should be found
possible to cover broader forms of organized home-care services, the costs of
certain drugs, surgery, and possibly other physician services.

7. A State agency should be chosen or established to maintain standards set
by the Secretary of Health, Education, and Welfare.

This agency would make reimbursement to hospitals, nursing homes, and
visiting nurse services on the basis of actual costs. The agen-y would review
and certify rates for payment based on actual cost as determined by uniform
cost accounting methods. It would certify expenditures under the prog-am
and maintain a continuing review of operations within the State.

This program should be regarded as only one part-though a major part-of a
larger overall effort to make better provision for our senior citizens who have
already made their great contribution to our way of life.

For example, improved housing for the aged ranks as an important aspect of
their well-being. But a sound health insurance program is the most urgent
immediate need-to the end that the retirement years shall be made as free as
possible from the crushing cost burdens and anxieties attendant upon illness.

In the achievement of these objectives, our elder citizens deserve decisive and
proml)t action.

(By direction of the chairman, the following is made a part of the
record :)

CALIFORNIA, PA., July 6, 1960.
Senator HARRY F. BYRD,
Chairman, Senate Committee on Finance,
Senate Building, Wa8hington, D.C.:

Strongly urge passage of legislation adding health care benefits for aged under
OASDI system. Would appear before committee but realize this may hold up
hearings, so suggest entry of this telegram in Senate records.

CENTERVILLE MEDICAL GROUP,
Dr. ROBERT SCHWARTZ.
Dr. JoHmN WEBER.
Dr. GERALD SCHOR.
Dr. MIOnRIS M1ASER.

IIAMI, FLA., July 6, 1960.
Senator HARRY F. BYRD,
Senate Office Building, Washington, D.C.:

Six hundred blind delegates assembled in the convention of the National Feder-
ation of the Blind representing many thousands of blind people throughout the
United States of America urge your active support in the Finance Committee and
on the floor of the Senate of the Ilartke amendment included in S. 3449. This
would amend title X of the Social Security Act so as to Include the exemption of
the earnings of blind aid recipients from $600 annually to $1,000 plus 50 percent
of amounts over $1,000 until self-support is achieved. The blind aid program
would thus be made a means of rehabilitating blind people in returning them to
productive, economically Independent lives.

Dr. JACOnUS TENBROEK,
Prc8ident, National Federation of the Blind.
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JEWISH FAMILY SERVICE OF TRENTON,
Trenton, N.J., July 8,1960.

DEAR SENATOR BYRD: I would like to call your attention to the following resolu-
tion that was adopted at a recent meeting of the board of directors of the Jewish
Family Service of Trenton, N.J.

"The Jewish Family Service of Trenton, N.J., heartily approves and endorses
the principle that public financing of medical care for the aging be provided as a
part of the social security insurance program. The board of directors of this
voluntary family agency feel deeply that passage of a bill embracing this prin-
ciple will fulfill a serious unmet social need of our community and country In a
most expeditious and encompassing manner."

The board sincerely hopes that you will wholeheartedly support and work
for the passage of a bill that will embrace these principles.

Very truly yours,
Mrs. JOHN HIRscH,

CUhairman, Public 1s8ue8.

CATERPILLAR TRACTOR CO.,
Davenport, Iowa, June 28,1960.

Hon. B. B. IIICKENLOOPER,
Senate Office Building,
Washington, D.O.

DEAR SIR: We are writing to you in opposition to a section of H.R. 12580, con-
cerning financing of the administrative and loan fund provisions of the employ-
ment security program. This section was originally H.R. 7177.

Our company supports the principle of unemployment compensation when it is
properly designed and safeguarded. We have actively supported the State of
Iowa program as well as many of the changes for increased benefits to meet
changes in economic conditions. However, we oppose the proposed changes to
unemployment compensation laws for the reasons stated below.

As we understand the proposal, it would increase the Federal unemployment
tax from 3 to 3.1 percent of the first $3,000 of covered wages with the additional
0.1 percent going to the Federal Government. This would appear to be only a
slight increase, but in fact a credit of 2.7 percent is allowed against both rates for
payments to the States; as a result, the portion going to the Federal Government
would increase from 0.3 to 0.4 percent or one-third. The increased Federal reve-
nue would be used (1) to cover rising administrative expenses, and (2) to build
up the Reed loan fund from $200 million to the larger $550 million, or 0.4 percent
of covered payrolls.

We do not believe that a need for the increase has been demonstrated. Federal
unemployment tax collections as compared with allocations of Federal funds to
the States for administration have been as follows:

(In millions)

Tax collec- Administra-

Year tions tive
allocations

1955 ------------------------------------------------------------------------ $277 $222
1956 -------------------------------------------------------------- 322 233
1957 ------------------------------------------------------------------------- 327 248
1958------------------------------------------------------------------------- 333 295

Proponents of the tax Increase point to the more rapid growth in allocations
in 1957 and 1958 as compared with the growth of tax collections. However,
1958 was a recession year and business conditions have improved since that
time. In our opinion continued economic growth of this country will provide
sufficient funds at present tax rates to cover any needed increase In allocations
to States. Certainly, postponement of action at this time would be wise in order
to allow sufficient time to see whether such a drastic increase in tax is necessary.

The second purpose of the increase is to build up the Reed loan fund. This
fund was Impaired by States which failed to take action to: (1) Assure ade-
quate State funding, and (2) correct loose administration and liberalization. A
comparison of the ratio of benefits to taxable wages in those States with the
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ratio in other States shows some of the reasons why those States needed Federal
fund (5 year averages: Illinois, 1.5; Michigan, 3; Pennsylvania, 2.9; national,
1.7).

Just last year one high ratio State substantially tightened its laws covering
payments for pregnancy and to pensioners. We believe such reform efforts are the
preferable approach to the problem. We feel sure that many States still have
not demanded that people search diligently for work before becoming eligible
for benefits. Renewal of such abuses will provide additional funds under their
existing programs. Meanwhile, Industries In States (such as Iowa) which are
attentive to administering their laws properly, should not have ,'their taxes raised
to hell) out States which are not doing as well. It Is our belief that unemploy-
ment compensation is primarily a State matter. Increasing the amount of Fed-
eral funds available to the States will heighten the Federal role in this area and
correspondingly reduce State responsibilities.

Very truly yours,
LEO F. DEKALn,

Employee Relations Manager.

GUILD OF PRESCRIPTION OPTICIANS OF NEW JERSEY, INC.,
July 6, 1960.

Hon. HARRY BYRD,
Ch a irman, Senate Finance Committee,
Washington, D.C.

DEAR SENATOR: The Guild of Prescription Opticians of New Jersey wish to
call your attention to and urge you to vote for (the Mills bill) H.R. 12580,
title XVI.

We believe that this bill in its present form affords protection against health
care costs for the near needy and affords protection against an unsound and
unbalanced national economy.

Respectfully,
JEROME SAENGER, President.

STATEMENT BY GEORGE MCLAIN, PRESIDENT, NATIONAL LEAGUE OF SENIOR CITI-
ZENS; CHAIRMAN, CALIFORNIA INSTITUTE OF SOCIAL WELFARE, Los ANGELES,
CALIF.

NATIONAL LEAGUE OF SENIOR CITIZENS INC.,
Los Angeles, Calif., July 8, 1960.

To Senate Finance Committee:
Mr. Chairman and members of the committee, as president of the National

League of Senior Citizens and chairman of the California Institute of Social
Welfare, I represent more than 250,000 elderly Americans in 23 States. We may
safely assume that the views of the members of these organizations parallel the
opinions of the 23 million Americans of 60 years of age or older who make up
our growing population of aged men and women.

In my day-to-day contacts with time senior citizens who belong to the National
League and the California Institute, I am keenly aware of a new attitude on
the part of the aged. Better educated and more widely informed than previous
generations of oldsters, these elderly citizens are approaching open rebellion
against outmoded social concepts that isolate them economically. Their work-
Ing lifetimes were spent, for the most part, in fairly comfortable financial cir-
cumnstances. To be condemned to pauperism in their later years Is repugnant
to them. They want financial security, dignity, and self-respect in old age.
Moreover, they feel that they've paid for their retirement by helping to enrich
this Nation in the years when they were part of its productive machinery.

At this moment, they are perilously close to crystallizing into a new, and
formidably powerful, minority group. Unlike other minorities, whose loyalties
are torn between race and religion, color and party, the elderly are overwhelm-
ingly in agreement on one Issue--the care of the aged. This overriding question
Is sufficient to overcome all other influences, political, religious, sectional, or
racial. We must face their problems and act courageously and intelligently, or
we may upset the Nation's political balance.

The turning point, as far as millions of needy, elderly Americans are con-
cerned, Involves the social security bill now before the Senate Finance Commit-
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tee. Hopefully, they look to this committee to provide immediate help, While
steps are taken to meet their broad goals of the future.

First of all, they earnestly pray that this committee will revise the so-called
Mills bill (H.R. 12580) into a measure providing real health protection. Emi-
nent experts in the field have already pointed out the many shortcomings of the
Mills bill medical care plan. A proposal similar to the Kennedy bill, the
McNamara bill, or the plan offered by Senator Anderson would be much more
acceptable to the elderly. Moreover, approval of a bill of this kind would give
the Congress an opportunity to demonstrate their sincere interest in the prob-
lems of the elderly.

But, while medical care is indeed an urgent need of the aged, another neces-
sity must not be overlooked. I speak of money--eating money. This is a sub-
ject around which the lives of millions of old folks revolve. The struggle for
survival-enough money to buy sufficient food, shelter, and clothing--occupies
virtually all their walking hours. To the neediest of the elderly-and this in-
cludes roughly two-thirds of all the 16 million Americans of 65 or older-the
problem of medical care is an academic ow'. It will remain so until steps are
taken to increase social security and public assistance payments to a level suffi-
cient to provide a decent standard of living.

Picture, if you will, the plight of a retired American who receives minimum
social security benefits, about $33 per month for a retired worker. Suppose this
retiree has a wife, 62 years or older, who receives the minimum dependency
payment, $16.150 per month. This couple, then, receives a total social security
benefit of $49.50 per month. In many States, folks receiving social security
payments are ineligible for State public assistance. The result is human
tragedy, multiplied millions of times. Can we, as the richest, most progressive
Nation on earth, permit starvation and want to dwell in our midst while we
cajole other countries to rally to our banner in the struggle against worldwide
communism? I think not.

I appeal this committee to move swiftly In this critical area. Substantial
increases in social security must be voted in this session of Congress.

Another improvement in the Social Security Act that must be made imme-
diately affects the current, hopelessly outdated earnings limitation imposed on
recipients. At present, those receiving benefits are prohibited from earning
more than $1,200 a year without jeopardizing their Federal payments. I rec-
ommend that this figure be increased promptly to at least $2,400. The members
of this committee must fully realize the hardships, injustices, and outright law
violations caused by the present limitations.

Next, this committee should include an immediate increase in public assist-
ance funds to permit the States to grant old-age assistance recipients long over-
due cost-of-living increases. People receiving this type of aid are among the
poorest of the poor, and millions are now caught in an irresistible squeeze be-
tween inflation and lagging pension payments. They need and deserve help
now.

Your attention must be called to a situation long ignored by our Nation's law-
makers. I speak of the right of State old-age pensioners to earn small sums
without affecting their benefit payments Many are fit for light, casual em-
ployment, even though their age and infirmities make them unable to hold
regular jobs. They should be able to earn pin money at babysitting, gardening,
or other duties without fearing financial retaliation if their well-meaning
efforts are uncovered.

I propose that a provision be included in the 1960 social security bill allow-
ing State old-age pensioners to earn up to $50 a month without endangering
their Federal-State payments.

These are the steps that must be taken now if the elderly of America are to
retain their faith In their lawmakers. As for the future. let me outline briefly
the program adopted by the National League of Senior Citizens in their nation-
wide convention in Los Angeles, June 3-4.

1. Increased social security benefits, equal to earnings under the Federal
minimum wage law, now about $173 per month.

2. Inclusion of all State old-age pensioners into the social security system,
saving many millions of dollars annually for State and local taxpayers.

3. Reduced eligibility ages for both men and women, offsetting the unemploy-
ment caused by automation and new industrial production techniques.

4. Inclusion of the Federal Government as a one-third contributor to the
social security fund, to lessen the burden on employers and employees and bring
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this Nation abreast with many of our Western allies who adopted this system
years ago.

5. An increased ceiling on earnings permissible for social security recipients,
doubling the present $1,200 limitation to $2,400 annually.

6. A drastic change in policy regarding Federal aid for housing for the
elderly, junking the "trickle down" approach for a Federal "crash program" to
encourage nonprofit corporations to develop low-rent housing facilities for the
aged through direct Federal loans at low interest rates with 50-year payback
provisions.

This is our blueprint for the future. While we do not expect these improve-
ments to be adopted this year, and perhaps not next year, we are confident that
they point the way to a sound, adequate retirement program for elderly Amer-
icans. I will be most happy to provide additional details to any members of the
committee who are interested.

Millions of elderly men and women are watching the activities of this com-
mittee with burning interest. I have attempted to outline the areas in which
immediate action is necessary and the direction in wihch the aged hope America
will proceed in the years to come.

Thank you for your attention.
GEORGE M CLAIN.

PHILADELPHIA, PA., July 10,1960.
CIIAIRMAN, SENATE FINANCE COMMITTEE,
Was) ington, D.C.:

I should appreciate the opportunity of testifying before the Senate Finance
Committee in favor of extending social security to physicians. The American
Medical Association does not-repeat not-reflect the ol)inlons of the American
physician on social security coverage. Official polls in Philadelphia and in Penn-
sylvania are overwhelmingly in favor of coverage for doctors.

HAROLD A. HANNO, M.D.,
Mere ber, Medical Economics Comin ittee,

Philadelphia County Medical Society.

CAMBRIDGE, MASS., July 8, 1960.
Hon. HARRY F. BYRD,
U.,. Senate, Senate Offlce Building,
Wa8hington, D.C.:

Glad to hear you are having hearings on health insurance. Would be glad
to testify but I know there is pressure of time. Refer you to evidence before
Ways and Means at earlier meeting and my statement before Senate Committee
on Aging in fall 1959. Strongly urge a bill putting health insurance under
OASDI.

SEYMOUR E. HARRIS,
Littauer Profcasor of Political Economy, Harvard University.

CHICAGO, ILu, July 8, 1960.
Senator HARRY F. BYRD,
Chairman, Senate Finance Committee,
Senate Oflee Building, Washington, D.C.:

Of the bills now under consideration by your committee re health insurance
for the aged, the President's Council of the Older Adults Department of the
Jewish Community Centers of Chicago see in the McNamara bill the features
offering most adequate service to the majority of aged now in our country
therefore we urge that you give full consideration only to those bills contain-
ing the following elements: Prepaid insurance administered through the Social
Security Administration and coverage for all aged persons.

We trust that in this election year an adequate bill will be passed meeting this
vital need.

BEATRICE BANDOLIN,
Chairman President's Council Older Adults,

Department of Jewish Community Center8 of Chicago.
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STATEMENT OF DR. EMMETT J. MuRPHY, DIREcTOR OF INDUSTRIAL RELATIONS,
NATIONAL CHIROPRACTIC ASsOCIATION, WASHINGTON, D.C., JUNE 30, 1960

Mr. Chairman, my name is Dr. Emmett J. Murphy. I am the director of
industrial relations of the National Chiropractic Association. I am a resident
of Washington, D.C. I come before you to testify on H.R. 12580, particularly
as to its provisions respecting the rights of the old age recipients under the bill
to continue to obtain the services of duly licensed physicians who are presently
meeting their health needs, and of any others who under the terms of this act
may wish to obtain the care and attention of any one of the legally licensed
doctors practicing the healing art in the State of which they may be residents.

To obtain fair and equal treatment it will be necessary to amend title XVI,
Medical Services for the Aged, section 1606 (e) of H.R. 12580 to read as follows:

"(e) The term 'physicians' services' means services provided in the exercise
of his profession in any State by a duly licensed doctor of medicine, doctor of
osteopathy, and doctor of chiropractic licensed in such State."

That wherever in the act any reference made to "physicians' services" or
"physician" shall include the meaning of this section (e) as amended above.

This amendment is offered in behalf of the many thousands of elderly people
whose health is maintained by the aid of the professional services of doctors of
chiropractic, and by those who like these patients may seek the assistance of
these doctors.

This amendment is offered, also, as a proper protection of the professionally
established and licensed rights of the thousands of members of one of the
healing professions, who would be discriminated against If the amendment was
not included in the law. Surely, it is not the intention of the Congress to
cause any such discrimination, nor to invade the rights of the States to determine
who shall be licensed and privileged to render service to any of their citizens.

Doctors of chiropractic who practice among these older people are acutely
aware of their health needs. We believe their economic circumstances and
the unpredictability of their health, coupled with the cost of nursing and
phy.icianis services, combine to present a problem of serious national im-
portance. We are not expert in recommending the exact way of administering
any program to meet these conditions. We confine ourselves to an expression
of view strictly within our professional purview. We are aware of the need of
these aging people, for many are patients of doctors of chiropractic.

We therefore respectfully request the amendment suggested above.

CHRISTIAN SCIENCE COMMITTEE ON PUBLICATIONS,
OF THE FIRST CiiURCI OF CHRIST, SCIENTIST, IN BOSTON, MASS.,

Washington, D.C., June 21, 1960.
Re II.R. 12580, Social Security Amendments of 1960.
flon. HARRY FLOOD BYRD,
Chairman, Committee on Finance,
U.S. Senate, Washington, D.C.

DEAR SENATOR BYRD: The Christian Science Board of Directors, in Boston,
Mass., the administrative head of the Christian Science Church, has asked
me, as its Washington representative, to write you about the change in the law
proposed in section 104 of H.R. 12580.

Section 104 of this bill which passed the House and is now before your com-
mittee amends subsection 211(c) (5) of the Social Security Act and subsec-
tion 1402(c) (5) of the Internal Revenue Code of 1954 so as to include doctors
of medicine under old-age and survivors insurance coverage. These code sec-
tions presently exempt Christian Science practitioners from compulsory QASI
coverage.

Should your committee decide to include doctors of medicine under OASI
coverage, we urgently request that the status of Christian Science practition-
ers not be changed and that section 104 of the bill be reported as passed by the
House, as it would in no way affect the present status of Christian Science
practitioners.

The thoughtful consideration of this request by your committee will be ap-
preciated.

Sincerely, J. BUROUOHS STOKES,
Manager, Washington, D.C., Office.
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U.S. SENATE,
COMMITTEE ON BANKING AND CURRENCY,

June 21, 1960.
11o11. IIARRY P. BYRD,
Cha*rnan, Senate Fnhavce Comintlttee,
Sevuato 0flco Building,
Vashington., D.C.

DEAlt SENATOR BYRD: I would like to submit an amendment to H.R. 12580, the
Social Security Amendments Act of 1960. This bill passed the House of Repre-
sentatives on Thursday, June 23, 1960. Your committee undoubtedly will be
considering the bill very shortly.
The amendment I propose is an updated version of section 310 of Public

Law 85-840--tho Social Security Amendnents Act of 1958. Action to In-
clude the section in H.R. 12580 was started too late to make it part of the hill
at the time of its passage on June 23. Section 316 Is scheduled to expire on July
1, 1900.
Tie purpose of section 316 was to give a number of towns and quasi-municipal

corporations an ol)portunlty to become covered under the social security pro-
grain in addition to the State retirement system. In the 2 years that the section
has been in effect, all but 13 political subdivisions in Maine have taken advantage
of this opl)ortunlity. The remaining communities, with few exceptions, are the
larger communities in the State. They are Interested In social security cover-
age and are working with the State retirement system to Integrate the two pro-
grams so that double coverage Is not financially prohibitive.

I have been assured by William L. Mitchell, Coininissioner, Social Security
Administration, Department of Health, Education, and Welfare, that the De-
partinent will not oppose legislation which would extend the June 30 deadline of
section 316 through at least 1961.

I have also received assurances front Chairman Wilbur Mills of the House
Ways and Means Committee that the House managers will accept the amnend-
ment in the conference committee. The proposed anmendmnent is appended on
page '2 of this letter. I request your support and the support of the whole com-
mittee for Its inclusion in the Semate version of II.R. 12580. Any attention you
might be able to give to this request would be greatly appreciated.

Sincerely,
EDMUND S. MUSKIE.

LPtoposD A1ENI)MENI" TO II.R. 12580

For tile purposes of ammy modification which might be made after the date of
enactment of this Act and prior to July 1, 1961, by the State of Maine of itq
existing agreement made under section 218 of the Social Security Act, any re-
tirement system of such State which covers positions of teachers and positions
of other employees sli, if such State so desires, be deemed (notwithstanding the
provisions of subsection (d) of such section) to consist of a separate retirement
system with repect to the positions of such teachers and a separate retirement
system with respect to the positions of such other employees; and for the pur-
poses of this sentence, the term "teacher" shall mean any teacher, principal,
supervisor, school nurse, school dietitian, school secretary or superintendent cia-
ployed In any public school, including teachers in unorganized territory.

(Whereupon, at 5:30 p.m., the committee recessed, to reconvene a;
10:20 a.m., Thursday, June 30, 1960.)
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THURSDAY, JUNE 30, 1960

U.S. SENATE,
COMmITTEE ON FINANCE,

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

Senate Office Building, Senator Harry F. Byrd (chairman) presiding.
Present: Senators Byrd, Frear, Long, Douglas, Gore, almadge,

Hartke, McCarthy, Williams, Curtis, Carlson, and Bennett.
Also present: Elizabeth Springer, chief clerk.
The CHAIMCAN. The committee will come to order. I would like to

announce that the Chair has written a letter today to the Director of
the Budget to ascertain whether or not the Budget approves both the
House bill and the so-called administration bill. There is some con-
fusion as to whether the Budget approved both cf them. I now insert
in the record a copy of my letter to Mr. Stans. A copy of his reply
will likewise be printed when received.

(The letter and the reply referred to follows:)
huNE 30,1960.

Hon. IAURICE H. STANS,
Director, Bureau of the Budget,
IWashington., D.C.

DEAR MAURICE: In testifying before the Committee on Finance yesterday Sec-
retary Arthur Flemming stated that the administration favored the medical
aid program, title VI, of H.R. 12580, as passed by the House of Representatives.
In addition to recommending enactment of the House health program, Secretary
Flemming advocated the inclusion of the medicare plan which he had previously
presented to the House Ways and Means Committee as the administration's
proposal.

We do not have a report from the Bureau of the Budget on either of these
proposals. Therefore, I shall appreciate your submitting the views of the
Bureau of the Budget on H.R. 12580, as passed by the House of Representatives,
and the medicare program advocated by the administration.

Specifically, I would like to have definitive answers to the following questions:
(1) Does the Bureau of the Budget recommend enactment of title VI of H.R.

12580, as approved by the House of Representatives?
(2) Does the Bureau of the Budget recommend enactment of the medicare

program advanced by Secretary Flemming as the administration's plan?
(3) Does the Bureau of the Budget recommend enactment of H.R. 12580 if

amended to include the medicare program, as recommended by Secretary Flem-
ming?

(4) What is the estimated cost (based on the first full year of operation) to the
Federal Government and to the State governments of the medical aid program
(title VI) contained in H.R. 12580?

(5) What is the estimated cost (based on the first full year of operation) t') the
Federal Government, to the States, and to the individual subscribers, of the
administration's medicare program ?

(6) Does one program overlap the other to such a degree that the overall
cost of the combined programs would be affected? If so. what is the estimated
cost (based on the first full year of operation) of the combined programs to the
Federal Government, to the States, and to the individual subscribers?
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May I respectfully request that you expedite the submission of these reports
and replies to the above questions so that they may be incorporated in the record
of the hearing which we hope to send to the printer the latter part of next week.

With kindest regards, I am,
Respectfully,

HARRY F. BYRD, Chairman.

EXECUTIVE OFFICE OF TIE PRESIDENT,
BUREAU OF TIE BUDGET,

Wash ing/ton, D.C., July 12, 1960.
Hon. IIAIRRY F. BYRD,
Chairman, Committee on Finance,
U.8. Senate, Washington, D.C.

MY DEAR MR. CIIAIRMAN: This is in reply to your request of June 24, 1960, for
the views of the Bureau of the Budget on II.1R. 12580, as passed by the House of
Representatives, a hill to extend and improve coverage under the Federal old-age,
survivors, and disability insurance system and to remove hardships and inequi-
ties, improve tle financing of the trust funds, and provide disability benefits to
additional Indiviluals under such systems; to provide grants to States for medical
care for aged indivials of low income; to amend the public assistance and ma-
ternal and child welfare provisions of the Society Security Act; to improve the
uneml)loyment compensation provisions of such act; and for other purposes.
This will also acknowledge your letter of June 30, 1960, asking for answers to a
number of questions regarding both title VI of H.R. 12580 as passed by the
House of Representatives alind the administration's prol)osal for medical aid to
the aged.

1.R. 12580 as passed i)y the house of Representatives would make improve-
ments in the old-age, survivors, and disability insurance (OASDI) programs and
In the unemployment compensation program. It would also provide a new pro-
grain of medical care for the aged. Tile bill incorporates many prol)osals recom-
mended by the executive branch a(1 also makes a number of other changes in
existing law. In view of the fact that the Secretary of Iealth, Education, and
Welfare has already testified at considerable length oR this bill before your
committee, we would like in this report to deal with the main features of H.R.
12580, and particularly to mention some pointss which might be helpful to your
committee in considering certain changes which the Bureau believes are de-
sirable.

The main changes in the OASI)I programs which the bill vould make are (a)
the elimination of the age 50 requirement for disabilityy benefits, (b) liberaliza-
tion of the trial work requirement for disability beneficiaries who work under
non--State-approved relabilitation plans or are rehabilitating themselves, (c) in-
crease in the benefit rates for each child of a deceased worker, (d) autharlzation
of benefits for survivors of workers who (lied fully insured before 19040, .(e)
modification in the provision governing interest rates on investments of the trust
funds. (f) broadening of coverage for certain groups, and (q) tile liberalization of
the Insured status requirement to require one out of four instead of one out of
two quarters of covered employment after 1950. In tie main, these changes con-
form to 1)roplasals made by the executive i)ranc. and although, in the net, they
would somewhat worsen the actuarial status of the OASI)I trust funds, they ap-
pear to be within the bounds of an acceptable actuarial balance and therefore
do not require ani increase iii payroll taxes, which tile administration would re-
gard as undesiralble at this tline.

The one-out-of-four provision, in our opinion, raises the main question. This
change was not recommended by the administration. Although consistent with
tile existing general I"qiremient thit an individual be covered only 10 years out
of a potential working lifetline of about 40 years, tie change would mean that
during the next few years the coverage requirement for people reaching retire-
ment age would he cut essentially in lalf-from IS to 20 quarters to a very modest
requirement of only 1) to 10 quarters. While the level premium cost of this change
appears to be a nomiiinal 0.04 percent of covered payroll, the change will add
600,000 individuals, including dependents, to the benefit rolls in the next several
years and require payment from tile trust fluids of benefits averaging $250 million
a year over tile next decade. The extra cost entailed by this provision will thus
contribute substantially to pushing projected payntents from the OASI trust
fund In calendar 1960 an( 1961 above estimated receipts, with the result that
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the balance in the fund under the bill would show a decline. The change also
contributes to worsening the actuarial status of the OASI trust fund 'to a deficit
of 0.23 percent, thus approaching the margin of the commonly accepted rule of'
thumb (0.25 percent) for a tolerable degree of actuarial deficiency.

We are pleased that title V makes a number of highly desirable changes in the
Federal-State unemployment compensation program that were recommended
by the executive branch. We regret, however, that the bill does not extend
coverage to small firms and nonprofit organizations as proposed by time President.
The increase in the effective Federal unemployment tax rate from 0.3 to 0.4 per-
cent, while not following the administration's recommendation, will provide an
increase in revenues of the same general magnitude as the President's proposal
to increase the taxable wage base from $3,000 to $4,200. These increased revenues
will be adequate to cover the full costs of administrative expenses and to build
up the proposed loan fund to $550 million and the proposed administrative ac-
count in the unemployment trust fund with a reserve balance of $250 million.
Improvements have also been made in the criteria for receiving loans from the
loan fund when State reserves are depleted, and the Federal-State employment
security program is extended to Puerto Rico.

Section 707 of time bill would amend title V to increase the statutory authoriza-
tions under grants to States for material and child welfare from $58.5 million to
$70 million. In the 1961 budget the President has requested $48.5 million for
these purposes, an amount below current authorizations. Under the orderly
increases in requested appropriations for these programs being followed by this.
administration, full authorizations under existing law will not be reached until
fiscal 1966. Thus, in our view, legislation to Increase such authorizations at this-
time is not needed and was not recommended by the administration.

Section 526 would authorize a new program of research and demonstration
projects in the field of child welfare. Existing legislation already authorizes
cooperative research or demonstration projects in social security, which covers
the subject matter encompassed by the current proposal. Therefore, we see no
reason for a special new program in the children's field.

Section 7031 of the bill would further extend, for an additonal 3 years, special
provisions permitting two States, Missouri and Pennsylvania, additional time in
order to bring their programs for the blind under public assistance into col-
foruity with Federal law. Since 1952 periodic legistive exception has been
made for these two States extending the maximum transitional period provided
in 1950 legislation. During the extended transitional period, Federal participa-
tion in the costs of operating these programs has continued even though the
programs did not comply with Federal standards. This Office believes that
ample time has been provided for these States to bring their programs into
conformity with the requirements of the Social Security Act to which all other
States are adhering. Accordingly, this Office sees no reason why exceptional
treatment should be provided to these two States over an aggregate period of
14 years since 1950.

Title VI of II.R. 12580 would establish a new Federal-State program of'
assistance for medical care to the aged. This new program, together with the
related five-percentage-point increase in the Federal matching ratio for medical
vendor payments tinder public assistance, which the bill also provides, has been.-
estimated by the Department of Health. Education, and Welfare to have an
approximate Federal-State cost of $341 million the first full year of operation
with all States participating. The Federal share of this cost would be about
$170 million. (In fiscal year 1902, however, the program would not yet be in
full operation and the Federal cost might be in the neighborhood of $65 million.)

These cost estimates depend upon many assumptions and, in our judgment,
could be greatly understated. One of the principal assumptions was that the
House Ways and Means Committee intended, as we understand it, that the
new program of medical benefits for aged Individuals should be restricted to
those who are medically indigent but at the same time are not able to meet the
requirements of need under the public assistance medical vendor payments pro-
grant. However, the language relating to eligibility standards in H.R. 12580
and in the accompanying House (ommittee report is rather general in nature and'
in the final analysis the setting of eligibility standards would be left largely
to the discretion of the States. Unlike in the administration proposal, the
benefits for eligible individuals which would be provided by the States under
title VI, and in which the Federal Government would share, could cover all
expenses. There is no requirement 1in the bill for specific deductible amounts.
of $250 o- '.lTO :,m)r fcr 20 percent coinsurance in costs above these amounts.

58387-0-----14
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Thus, if many States should establish tests of need deviating substantially from
public assistance standards so that full costs would be covered for a large number
of people, as Is quite possible under the bill, costs under the program might
greatly exceed the above estimates.

The foregoing estimates for title VI of 1H.R. 12580 are considerably below the
$1.3 billion estimated as the full operational Federal-State cost In. fiscal year
1964 of the administration's l)roposed medical care program. The Federal share
of the administration's program would be somewhat under $700 million, In-
cluding about $600 million for the new medical care program and about $65
million for augmented medical vendor payments under the old-age assistance
program. Individuals enrolling tinder the program would also pay a total of
about $182 million a year in fees. (As in the case of the title VI program, the
cost for fiscal year 1962 would probably be considerably less than full opera-
tional cost-with a Federal share in the neighborhood of $200 million.)

The niedical care program under title VI would authorize assistance for
medical care for a large number of people who now lack such protection and
it would follow the principle of giving States and their localities the primary
role. However, the new program would not follow the desirable principle of
the administration's proposal that primary attention should be given to pro-
viding aid to our elderly citizens in meeting the heavy expenses of catastrophic
illness. ience, we strongly urge that any program outside the present public
assistance category which is to cover first-dollar costs should be strictly limited.
If your committee adopts the approach incorporated in title VI of H.R. 12580,
we woulh recommend, in order to avoid the uncertainties as to scope of program
as cited above, that at a minimum a clear statement of legislative intent be
provided in the committee's report that strict eligibility standards are intended
under the program. Unless the intent of the House )ill Is made clear, there
would be a risk that a large proportion of the billions of dollars which are now
being spent annually for medical care for persons over 65 might ultimately be
shifted to Federal-State agencies. Moreover. if great variation in eligibility
standards and in henclts is permitted among State!,, greater unevemcscr, in the
program will arise from State to State. This can be seen front the cost esti-
mates in the House comilmilittee report on title VI (p. 11) which show that nearly
60 percent of the estimated expenditures under tie House 1ill would be in
four States. In contrast, the requirement in the administration proposal speci-
fying certain benefits would remotee uniform benefits among the States entering
the program.

Ili slort, the Bureau's l)ositiom is to support the administration l)rOl)opsal but
to indicate that, if the administration proposal is not approved, it would accept
title VI of the House bill. IHowever, if the Congress should determine to enact
hoth the House hill and tile administration proposal, it should be clearly under-
stood that there would have to be all application of the needs test in tile House
bi1 so as to Insure that first-dollar costs of those eligible would he paid only
for persons who qualify as Indigent under the present public assistance mielical
vendors program. There might also be other adjustments needed in order to
avoid unnecessary overlapping. If the Congress should enact both programs
without the indicated adjustments, the added Federal cost at full operation
would probably be increased more than $100 million above the administration
program.

At this time I would like to indicate that there are several technical aspects
of the administration proposal to which we are giving further study. Tile first
relates to the eligibility requirements as they pertain to nontaxpayers and to
taxpayers with incomes of $2.500 for single persons or $3,800 for Individuals
with delendents. We want to he sure to avoid any possil)le inequities which
may arise under the Income eligibility standards which are outlined for this
plain.

A related point has to do with the enrollent fees which are charged for
individuals who qualify in 1 year for participation il the program hut whose
incomes rise allove tile specified income limitation in subsequent years.

We have also been considering whether, under the administration proposal.
Federal facilities which provide medical (are to individuals who would other-
vise qualify under the proposed new program should he reimbursed from the

program on the same lasis as State or municipal hospitals are to be reimbursed.
If. upon further study of these l)oints, we deemi a change to be desirable, we

will advise yon accordingly.
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The Bureau of the Budget has not had time to review a number of the num-
erous proposed amendments to H.R. 12580 or various substitute bills for title
VI which have been introduced in the Senate and on which your committee
has requested reports. Insofar as these proposals would expand the OASDI
system and increase payroll taxes to provide medical care for the aged, they
would not be in accord with the program of the President. We will proceed
with our study of these proposals in the next several weeks and will endeavor
to make such additional comments as we believe will be helpful to your
committee.

Sincerely yours,
MAURICE H. STANDS, Director.

The CHAIRMAN. The Chair has been requested to insert in the record
a statement from Senator John F. Kennedy expressing his views on
the pending bill.

(The statement referred to follows:)

STATEMENT BY SENATOR JOHN F. KENNEDY (DEMOCRAT OF MNASSACHUSETTS) UPON
H.R. 12580 BEFORE THE SENATE FINANCE COMMITTEE

Mr. Chairman, I appreciate the opportunity to appear before your committee.
I know of no domestic Issue of greater concern to the American people than the
one you are now considering. It is my hope that despite the lateness of the
session the Senate will substantially improve the social security bill adopted by
the House, and that that body will agree to the Senate changes.

The House bill contains some useful provisions which should be included In
any bill passed by the Congress. It fails completely, however, to meet the
problem of health insurance for our older citizens.

Mr. Chairman, the need to take affirmative steps in this field is urgent. On
January 26, I introduced S. 2915, a bill based on the Forand bill, which had
earlier been introduced In the House. Later, after hearins on this subject were
completed by the Subcommittee on Aging, on which I have served as vice chair-
man, I joined with Senator McNamara and more than 20 other Members of the
Senate in cosponsoring another bill with a similar objective.

All of these bills-the Forand bill, the Kennedy bill, the McNamara bill-
have in common health protection for our retired citizens as part of the social
security system. I am convinced that only by use of the social security system
can we have true health insurance. Only In this way can we achieve protection
with dignity. Only in this way can we avoid the humiliating means test for
benefits.

Approximately 12 million out of the 16 million Americans 65 or over are now
part of the social security system. In years to come, tile proportion In the social
security system will be even higher. Some day, almost every single person over
65 will be in the system. By means of the Forand-Kennedy-McNamara pro-
posals every working person will be able to finance a program which takes care
of the millions of people already retired and which assures his or her own
future retirement.

But I should like to caution against acceptance of the administration proposal
in the field. I have four major objections to that plan.

First. It will cost the Federal Government $600 million out of general revenue.
and it contains no provision for raising this money. It rejects the social security
approach, which would automatically raise the money needed to finance the
benefits. Social security is built-in fiscal responsibility.

Second. The administration proposal requires 50 State legislatures to act
and to appropriate from already depleted treasuries. It would require. in the
aggregate that the States provide an additional $600 million. It is difficult to
imagine enthusiastic support front the States under these circumstances.

Third. The administration plan Is confined to those with limited incomes.
This Is only a step removed from the undignified, humiliating meams test. And
it would require that even these low-income persons pay more than they can
afford toward their health care--with enrollment fees, large deductibles, and
coinsurance.

Last but most Important. The administration plan departs from tile tried,
tested, and universally accepted social security system. Our older people (1o not
want ciairity. They do not want to be dependent upon charity. They do not
deserve to be treated like charity cases. They should be eligible for health
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benefits the way they are eligible for retirement benefts-as a right they have
earned.

Twenty-five years ago, when the Social Security Act was under conshieration
by the Congress, it was attacked as slcallsm, its regimentation, s collJilsion.
Those attacks were repulsed, and a great step forward In social progress find
social responsibility was taken. Today, sonie of the same arguments are being
raised against health care under that act. They are equally invalid today.

Mr. Chairman, I urge that the House bill be strengthened by providing for
the extension of time ol age and survivors Insurance program to include health
benefits for the aged.

The CHAIR111AN. The first witness is Dr. Leonard Larson, president-
elect of the American Medical Association, accompanied by Mr. C.
Jose)h Stetler, general counsel.

Dr. Larson, you come forward and take a seat.

STATEMENT OF DR. LEONARD LARSON, PRESIDENT-ELECT, AMER-
ICAN MEDICAL ASSOCIATION; ACCOMPANIED BY C. JOSEPH
STETLER, GENERAL COUNSEL

Dr. LAISON. Mr. Chairman, I am Dr. Leonard Larson of Bismarck,
N. Dak. I am appearing here today as the president-elect of the
American Medical Association. With me is C. Joseph Stetler who is
director of the legal and Socio-Economnic Division of the Association.

With your perlltissionl, we should like to file for the record a full
statement of our views on title VI of I.R. 12580, 86th Congress.

The CIHAIIRMAN. Without objection the insertion will be made in
the record.

(The., document referred to follows:)

STATEMENT nY LEONARD W. LARSON, M.D., OF TIlM AMERICAN MEDICAL ASSOCIA-
TION

The problenis of the aged anti aging have been discussed and debated vigorously
during this session of Congress, and considerable controversy has developed as
to which of several legislative approaches should be taken to solve them.

We are convinced that the approach taken in title VI, as passed by the House
of Representatives, is the proper one. But the problems which Congress is set-
ting out to solve are both complex and difficult. It is therefore important, we
think, to examine then thoroughly before getting down to the specific of pro-
posed legislative solutions.

Despite the fact that old age is relative and based upon physiological changes,
tine Social Security Act has arbitrarily defined it on the basis of birthdays-65
for a nlan, 62 for a wonan.

There are now some 15.5 million Americans over 65 who constitute living evi-
dence that this Nation has the finest system of scientific medicine in the world,
and that our standards of living are without historic parallel.

Each year, our older population will increase, until by 1970 we can expect 20
million people over age 65.

The rapid increase in life expectancy has, to some extent, caught us unprepared.
Our problem as a nation is how best to take advantage of a phenomenon which
has brought us a tremendous ol)portunity to augment America's reservoir of
skills, talents, and human resources. This is not only our opportunity, but our
responsibility.

Unfortunately, we are not discharging that responsibility at present as well as
we coul, as well as we should, or as well as we lust.

For example, our society segregates the aged from employment, and front
the community as a whole. We retire them from useful work, in too niany in-
stances, simply for reasons of chronological age. And because we still tend to
place undue accent on youth, we all too often thrust older people aside from the
mainstreami of our day-to-dty living.

We lysicianms see this at first hand, for in our lractice we become uniquely
fminiliar 'ith the irocess of aging-and with Its attrition, Its conlipensatIons,
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Its inevitability, and its attendant problems. No group Is more concerned with
these problems than the medical profession; nor, in all probability, has any
group devoted more study to the aging process or worked harder to find solutions
to tile many problems which accompany It.

The health problems of the aged involve far more than hospitals or doctors'
care. They involve the older person's other requirements in life, whether
these be housing, icreatioii, community understanding and acceptance, the
right to be useful, the courtesy of being treated as individuals, or the oppor-
tunity of living as self-reliant, respected members of society.

These other requirements of the aged may seem perilheral, but we doctors
know that they affect bodily health as directly as a virus. For example, sup-
pose we diagnose an illness in an older person, put him in a hospital, and in
due course discharge him as cured.

If that person cannot tind an opportunity to use his skills, talents, and
capabilities upon returning to society ; if lie cannot obtain the emotional sulort
he needs; if he cannot win a place of acceptani e within his family, his circle
of friends, or his community; it is probable that he will seek, sooner or later,
a return to the only shelter available. That meais the artificial haven of a
hospital, a nursing home, or a mental institution.

Most older people are, in fact, in good health. The diseases to which they
are susceptible are no different from the diseases to which people inI any age
group are susceptible. There tire no diseases of the aged, but simply diseases
alionig the aged.

There is a greater degree of so-called chronic illness aniong older people.
But the expression is generally misunderstood.

The term "'hroni(." refers to a recurrent condition, or one that liersists
over a period of time. It does not necessarily imply disability.

For instance, a person with impaired hearing. who uses it hearing aid, is
chronically Ill. This does not mean lie Is either disabled or Incapa.itated.
Similarly, a diabelic is chronically ill, although with tIhe help of insulin lie
call lead a perfectly normal life.

'J'he chronically Ill tire simply impaired. Certain medical conditions limit
certain of their capacities. They are not necessarily disabled.

Now I make this point ill some delill because our older population Is often
represented to le sick and debilitated. This is not true. Let tie repeat that
most oler pcolle are in good health.
Dr. Ethel Shanas, of the University of Chicago, recently surveyed a repre-

sentative group of older people with enlighteninig results. She found that
20 percent or fewer of persmms over 65 were sick to the degree that illness
limited their normal activity.

The consensus of those she interviewed seemed to be: "The way things are
now, most people can expect to feel pretty good when they reach 70." I am
not suggesting that the aged are as healthy as those in their prime, but I am
saying that they are a great deal healthier than they are frequently pictured
to be.

They would be healthier still If our society would stop shuntiing them to the
sidelines simply because they have aclieved an arbitrary number of birthdays.

From long experience, doctors have learned that the best defense against
sickness Is full use by the individual of ills physical, mental, and social capabil-
ities. And so, we try to keep our patients out of institutions, functioning in
society, leading lives as normal as possible.

We want them, including our older patients, to remain in the main current
of everyday living. When illness sidelines them temporarily In an institution,
our alii is to hasten their return to in(h ependence and self-sufficiency. For the
sake of their health, we do not want their to think that there is tiny emotional
bonus iii hospitalization, or in long-term residence within the walls of an
institution.

The financial problems of the aged have also been greatly exaggerated.
This committee, in its consideration of title VI, should consider these questions:
Are the aged as a group too poor to pay for their own medical care?
How many of them are too poor?
To what extent Is the cost of medical care the dominant problem of our older

population?
In answering the first question, we know that some of the aged are indeed too

poor to pay for their own medical care; but the overwhelming majority is not.
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The bleak economic picture that has been painted of our older people Is highly
Inaccurate. Income drops after retirement, true enough. But needs are also
more modest once the heavy expenses of raising a family are behind.

Any assessment of the financial status of the aged must take two facts Into
account:

First, Income is not a valid single yardstick for measuring the financial
resources of the elderly.

Second, the aged are not a homogeneous group from a financial standpoint.
Many of our older people have several sources of income. Today. 91/ million

aged receive OASI)I benefits: over 1 million receive veterans' pensions; and
over I million receive other Government pensions such as railroad retirement
and civil service. Four million are employed, or are the wives of employed
persons; 11, million receive private pensions; about 1 million receive annuities
indlivlually purchased. ABout half of the aged have some income from assets
In the form of Interest, dividends, or rent. And three-quarters of the aged own
lihuil assets in one form or another-the highest of any age group.

A survey in 1957 by the National Opinion Research Center showed that only
9.6 percent of those interviewed would be unable to pay a medical bill of $500.

And according to reports of the Social Security Administration, almost
3 out of -1 beneficiary coulles own their own homes-87 percent of them free
of mortgage. The Bureau found that the median net worth of OASI)I recelplents,
with a wife also entitled to benefits, has increased from $5,610 in 1951 to $9,616
in 1957-an increase of 71 percent during this 6-year period.

It is (lear from the foregoing that many of the aged are in reasonably good
shape economically.

It Is also clear that future additions to the ranks of our aged will be in even
more favorable circumstances. For example, today only about 60 percent of
those over 65 are receiving OASDI cash benefits. But within a few years,
more than 75 percent will be receiving them.

Private pensions are increasing rapidly. At present, more than 19 million
Americans are covered by private pension plans, with total assets of nearly $40
billion. This figure Is expected to reach $77 billion by 1965.

We can predict a rapil increase in the number of persons eligible to receive
veterans' pensions. We can expect that many more of those reaching 05 In
future years will have purchased annuities it preparation for retirement.

A few ,,ther figures should (linch the point that the aged are not as financially
distressed as they are mistakenly reported to be:

Tm median income of aged ic-n increased 50 percent from 1951 to 1958,
whereas that of all men rose only 25 percent.

The tax picture for persons over 65 is substantially better than it Is for those
under that age.

Those over 65 have the lowest Indebtedness of any age group, and their financial
obligatlos-for example, to children for educational purposes-are significantly
less.

In many instances, children and relatives of older people become assets rather
than financial obligations as the earning capacity changes, and the head of the
household status shifts front the father or mother to the children.

Ilow does this square, then, with the statistic-which is repeated again and
again-that three-fifths of all Ieople 65 and over have less than $1,000 a year
of in'oille?

The statistic is accurate, but completely misleading.
It would be equally accurate, and just as misleading, to say that in 1957-

the most recent year to which that misleading figure alplies-63.7 percent of
all Americais had incomes of $1,000 or less per year. And nearly 50 percent of
the total of our population over the age of 14 also had annual incomes of under
$1,000.

Supposing we took as a statistical sample 100 executives who earned $30,000
a year, and their wives. If the wives had no private Income of their own, we
could say of this samph that half of them had Incomes of $1,000 a year or less.
In this particular case their income would, of course, be zero.

This Is the same statistical technique used to compile, the figure cited so
often as demonstrative of the financial need of the elderly.

It is obvious, Mr. Chairman, that such a money income figure is of little or
no help it considering the financial l)roblems of the aged. If we are to reckon
their resources sensibly, we must know how many of the elderly have income
from employment, social security, pensions, annuities, savings, Investments,
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insurance, or other assets. We can measure financial resources Intelligently
only if we consider them in terms of family income and assets-not individual
income alone.

And if we want to determine the number of people unable to purchase adequate
health care, it is important that we first know how many already receive that
care through insurance coverage, from a religious group, a fraternal group,
through membership in a union, as ex-seamen, as members of the Armed lN)rces,
as a matter of professional courtesy, as members of specific religious orders,
as veterans entitled to compensation and care, as recipients of help from their
families.

And it is necessary to consider that 15 percent of the aged are on public welfare,
and therefore eligible to receive medical care under federally aided public
assistance programs.

The point here is that we should not think that we are dealing with 15'A
million hardship cases, for we are not.

The fact remains, however, that many people over 65 do have serious financial
problems. Two and a half million are on old-age assistance. In addition, we
have an undetermined number of people who, while able to finance other costs
of living, find it almost impossible to withstand the additional burden of the
cost of a serious illness.

Even here, things are not as discouraging as they might be, for the percentage
of persons over 65 who are needy has been constantly declining. In 1950,
22 percent of all the aged received ol-age assistance. Last year, it had been
reduced to 15 percent, and Government figures indicate that the figures should
drop further-to 11 percent-by 1970. Thus, the Improving economic status
of the aged is reflected in a continuing reduction in the number of those who
are on o(-age assistance.

To sum up, then, any legislation considered by Congress should logically be
drafted with two facts in mind:

1. That the aged are by and large in good health-with the majority neither
sick nor debilitated; and

2. The financial circumstances of the aged are a great deal better than they
are often represented to be.

I stress these points because they have been overlooked so frequently by those
considering the problems of providing health care for the aged.

Msgr. John O'Grady, who is secretary of the National Conference of Catholic
Charities, has spoken wisely on this subject. At one of the regional conferences
sponsored by the American Medical Association, Monsignor O'Grady warned that
too many workers in the field of aging are, in effect, not seeing the forest for
the trees. By concentrating on the small minority of our aged who represent
an extreme situation-medically, emotionally, socially, or economically-they
are winding up with a distorted picture, lie said. In effect, these people have
magnified the problems of a minority segment to such an extent that their
image of the total group has become blurred. They deduce, as a consequence, that
most of our older Americans are in poor health, are living on borderline incomes,
are substantially less able to contribute to their family or community, are no
longer capable producers, and are poised on the brink of bankruptcy or total
despair.

There is no doubt that Monsignor O'Grady is absolutely correct.
Unfortunately, a great many Americans seem to have accepted tilts alarming

but distorted evaluation at face value. Unaware of the facts, or unmindful of
them, these people have yielded to panic and proposed the creation of massive
Federal machinery to bring about national compulsory health Insurance for
the aged.

Their thinking is, as I have pointed out, based upon the false premises that
the aged are, as a group, sick, debilitated, and bankrupt. There is another false
premise Implicit in their thinking. This is the mistaken belief that the health
care needs of older people can be separated neatly from their other needs.

They cannot be. Let me repeat that the aged have many and varying needs-
in housing, in recreation, in preparation for retirement, in winning acceptance
and understanding within their communities, in developing new interests, in
finding the opportunity to use many of their talents and capabilities which are
presently allowed to lie fallow.

As an example of how interrelated the needs of the aged can be, a former
housing commissioner of the State of New York has estimated that hospital
confinement of the elderly could be cut 20 percent if adequate housing were
made available for them.
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Nonetheless, the country's doctors continue to work to give our older people
ac ess to the particular health facilities they may need. If this means hospital
care, we want hospital beds to be available. If this means nursing home care,
we want nursing homes to he available. If this requires ancillary services, such
its honeinaker or home care services, we want them to be available.

I)r. Frederick C. Swartz, chairman of the American Medical Association's
Committee on Aging, in his testimony last July before the House Ways and
Means Comlnittee, stated:

"Care for any segment of our population-the aged included--calls for a
cooperative attack on the l)roblema by nurses, doctors, hospitals, social workers,
insurance companies, community leaders, and others. It requires flexibility of
medical technique. * * *

"In lhe (ase of the aged, their health problem primarily involves acute illness
and the so-called degenerative diseases. In a very large percentage of cases,
the main need is not for an expensive hospital stay or a surgical operation, but
for medical acre att home or in the doctor's office. In other cases, tie Important
requirement is nursing care in tih patient's home, or the hmone of relatives.
And in still others, custodial care in a nursing home or public facility may be
the only answer. Tie point is that the medical needs of this particular segment
of the agned are subject to counliss variations. * * *"

All legislation which tile Congress may consider should take account, in our
opinion, of this need for flexibility in meeting the health problems of the aged.

Such legislation should also consider tie tremendous amid continuing contri-
bution of private citizens, working together on a voluntary basis, to meet the
problem. Through cooperation at the community level, retirement villages are
now being built in substantial numbers, as are new nursing homes and chronic
disease centers. Ilonue care programs are being expanded, recreation facilities
are being set up, research programs are getting underway. And new approaches,
Stich as progressive )atient care, are being used more and more.

In this voluntary effort the Nation's doctors are playing a substantial part.
Our A3A Committee on Aging, and similar committees established by all of the
Slate medical societies, have been extremely active in providing lea(lershilp and
initiative. These committees are working at all levels to meet the health and
medical care requirements of older persons. Aging and other committees of
medical societies have conducted, and are in the process of conducting, such
program nis as-

1. Campaigns to correct deficiencies in State and local assistance programs
for the needy.

2. Leadership In construction of additional facilities for care of the aged,
such as nursing homes. The American Medical Association has cooperated with
the American Nursing Home Association in conducting a study of nursing homes.
The two associations jointly developed and approved guides for medical stand-
ards in such facilities. These efforts toward higher standards have been simnul-
taneous with continuing liaison with the American Hospital Association and the
U.S. publicc Health Service.

3. Promotion of health maintenance programs, including specific campaigns
to encourage perlodie physical checkups.

4. Stimulation of programs designed to permit the minority of older persons
who are ill to remain in the beneficial environment of their homes. These pro-
grais include home care, homemaker services, In-the-honem rehabilitation, and
others which substantially reduce the cost of medical care.

We are well aware that there lhs been a significant increase in the cost of
health care in the last 50 years. In fact, the American Medical Association
announced in February ani initial grant of $100,000 to study all aspects of health
care costs, with resulting reconmniendations that we hope will l)roduce increased
efficiency and financial savings. comparing g the medical care of today with that
available 50 years ago, however, is like comnparing the horse and buggy with
lie Iluodern alltolobile.

l'lvysie'ians individually are also doing what they can to soften medical ex-
penses for those over 65 ini modest circumstances. Public welfare, religious, and
fraternal programs, plus donated services by doctors, provide care for the
indigent. And we have proved, again and again, that no person in tile United
States iee( go without medical care because lie is unable to pay for It.

For the elderly with low family Incomes, the AMA, in December 1958, called
on State medical societies and physicians to expedite the development of low-
-cost voluntary health Insurance and prepayment programs. Physicians were
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asked to accept reduced compensation for their services, which would make
such development p-ossible.

State medical societies and Blue Shield plans immediately responded to the.
AMA's request. At present, 40 plans in 37 States are offering nongroup cover-
age to persons over 65; and 2.1 additional plans in 8 States are completing ar-
rangements for such programs.

I should like to elaborate a little on the subject of private health insurance,
for those who favor national compulsory health insurance for the aged state that
those over 65 cannot get private health insurance; or that if they can, this
insurance is Inadequate.

The record disproves this completely. The growth of private health insurance
since World War II has been nothing short of phenomenal.
As of December 31, 1943, fewer than 25 million civilians were covered by some

form of private health insurance. By 1948, this figure had increased to 61
million. As of the end of 1958, the number of those covered had more than
doubled, for 123 million persons--or 71 percent of the civilian population-had
health insurance coverage. By the end of last year, some 127 million, or 72
)ercent of the civilian population, were covered by some form of private health
insurance.

Over 100 million people have two or more types of health insurance, and
by the end of 1959, some 21 million had major medical expense insurance, a form
of coN erage only in the experimental stage 10 years ago.

It is significant that the amount of health insurance owned by the aged is
growing at a rate faster than that of the population as a whole.

In 1952, only 25) percent of our older people had health insurance coverage
of any kind. Today. 49 percent own some kind of insurance coverage. The
growth of voluntary health insurance coverage for the group over age 65 is
greater, surprisingly enough, than the growth during the same period of volun-
tary health insurance coverage for all those under 65-100 percent, as contrasted
with only 16 percent.

This rapid increase in coverage of those over 65 can be expected to continue.
The Health Insurance Association of America estimates that 65 Iercent of the
aged needing and wanting protection will be insured by the end of this year;
and this percentage will increase to 80 percent by the end of 1965; and to 90
percent by 1970.

To sum up, private health insurance in the United States Is well on the way
toward accomplishing what the so-called experts In the field of social security
have stated on innumerable occasions in the past to be impossible-namely,
near-universal coverage of the whole population.

Back in 1948, Oscar Ewing, then Federal Security Administrator, reported
to President Truman, and I quote, that "at a maximum, only about half of
the families in the United States can afford even a moderately comprehensive
health insurance plan on a voluntary basis."

Back in 1950, Wilbur Cohen, then of the Social Security Administration staff,
testified before the House Ways and Means Committee in favor of the Wagner-
Murray-Dingell bills which, at that time, proposed national compulsory health,
insurance for everyone on the rolls of the social security system. Mr. Cohen
declared such action to be necessary because voluntary health insurance obviously
could not do the job. Therefore, he said, the Federal Government must take
over.

But last year, testifying again before the House Ways sad Means Committee,
Wilbur Cohen admitted on questioning that he had been wrong In 1950 and that
voluntary enterprise had done the job. He therefore stated that he was not in
favor of the extension of national compulsory health insurance below the age of
65.

It is significant that Mr. Cohen, when asked why voluntary enterprise should
not be given an opportunity to do the job for those over the age of 65 as well,
replied that he simply did not think it could be done.

Hindsight is better than foresight. But it is apparent that Oscar Ewing was
wrong, and Wilbur Cohen was wrong. And it seems clear to me that there are
many others who have been wrong when they claim that voluntary efforts and
private health insurance cannot meet the problem for the vast majority of our
people, the aged included.

This brings us to the question of whether or not the health Insurance available
to the aged is versatile enough, adequate enough, and available enough to meet
the need. The answer is clearly, "Yes." In addition to Blue Cross and Blue.
Shield, more than 125 private health insurance firms--some of which are license&d
to do business in all States-offer coverage to the aged.
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Benefits are provided in a number of different ways. Without exception, older
active workers are continued in group insurance plans. Most new group plans
provide for the continuation of benefits to retiring workers. Still other group
plans allow the retiring worker to convert his insurance to an individual policy.
And a number of insurers are now setting up group plans for such associations
-of older people as Golden Age Clubs.

The majority of insurers continue into the later years individual contracts
issued at younger ages. Those policies especially designed for older people do
not require evidence of good health as a condition of eligibility, and after a
short probationary period pay benefits for loss due to preexisting conditions.
Finally, paid-up-at-age-05 policies are now available.

As you can see, Mr. Chairman, those who want to buy health insurance have
a wide choice of plans, regardless of their age. This diversity of coverage
is the result of free competition among many insurance companies, all vyinr with
one another in the effort to improve benefits through more efficient methods.

Private health insurance and prepayment plans provide the answer to the
financing of health care for the vast iXoroi of older Americans. They have
proved their ability to do theJ>h--f6i those unlnThrAik; and, given a chance tocontinue without interfere,'e; we may confidently expet_.hem to complete the
job of providing coverag4tr the Nation's elderly. N

There is another po~jft which should be stressed. Voluntary , health insurance
to(lay cushions nea iS three out of four pers ns against the fl ncial impact
of illness. It is lo cal to presume that thohe who haxe had this prottion during
their working ye rs value it su itIvptly t4 continue heir policies alter retire-
ment. This wa not the case nowev r, wih most ofhe present aged who did
not have healt insurance ptection during their Iolking years.

In other w rds, in thq years ahet d, mj.&aud more peoi e reachin age 65
will retire N th health nsurlince I)yeige'Thlquate fgf their needs.

And not o ly will this coverage /a eqV te fo their heeds but it will epre-
sent the fre choice of the individ %, uycv who h s b on given the oppor unity
to select th coverage best suited t particular si u tion.

This is o e of the geat argum n agallast natio a compuls ry health isur-
anee for a segment of 1. po If 0 r d o r pesent/system, the Indi-
vidual can uy cover tailored o hi own mnts. Under several f the
alternative plans consi( red by gress, th1s of coverage would be e imin-
ated, and I Its place iould be s bstituted a rl (s i 4le pattern of b nefits
which woul( be imposed'on ev yon by ti G0ov i6 ent, rego.~dless of hi need,
regardless of Is wishes n t matte

Thus far, 1 r. Chair, I hove discu. d the devices avable to ie vast
majority of th ged for the provision an fin neing df healtlare.

Now let us nsider the need the mi ority, \who e either o old age
assistance or unDi~e to cope wlth the cost of se rio I ss

wise adequate for 'elf-support. 7 11 7
Sometime ago, the 4MA suggested this egli -point program: /
1. The needy aged.-. Iere the needs is for better organized pledical care pro-

grams including improve-ipreventive medical care;
2. The niear-nedy.-If tl 2Y million older persons ld ag r lief are ex-

cluded from the calculation, theft-overqOO perceq.Lare currently Itd by pri-
vate health insurance. The AMA supp6ilii rogram of FederAg kts-In-aid
to the States for the liberalization of existing OAA programs so tTfht the near-
needy can be given health care without having to meet the present rigid require-
ments for indigency. A liberalized definition as determined locally would per-
mit an expanded program and encompass the near-needy group;

3. Facilities.&-Better nursing home facilities for the long-term care of the
aged person, especially over the age of 75, are the most urgent health care need
before the Nation today. The average age of nursing home patients is 80, and
their average duration of stay is 2 years. It is here that major improvement
can be brought about. The AMA supports Federal programs for the provision of
grants through the Hill-Burton mechanism to provide for new nursing home ad-
ditions to existing hospitals. For proprietary nursing homes, the AMA sup-
ported the recently enacted amendment to the Federal Housing Act providing
for Government guaranteed mortgage loans to proprietary nursing homes.

4. Voluntary health insuranc.-Health insurance and prepayment policies
tailored to meet the needs of the aged for long-term nursing home care must be
developed as rapidly as. possible. Health insurers and the Blue Cross-Blue
Shield plans across the Nktion are already experimenting In this new area o£f
-coverage; I
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5. Home oare.-Care of the aged patient at home is psychologically, medically,
and financially superior to institutionalization of any kind. Many programs to
promote home care are being developed. Homemakers' services also provide op-
portunities for children caring for aged mothers or fathers to continue gainful
occupation. They need to be expanded.

6. Attitude toneard aged.-A basic change in attitude toward the aged person
must be brought about. The person who reaches 65 should not suddenly be con-
sidered non productive and senescent. On the contrary, most persons over 65
are reasonably well and able to work. Increased productivity by eliminating
compulsory retirement and permitting voluntary change of work is an essential
part of the answer to the present problem.

7. Health eduoation.-Many older persons are unaware of the need for con-
tinuing healthful nutrition and other practices that contribute to good health.
Above all, the "will to live" is essential to continuing health. Preventive medi-
cine measures Instituted long before the age of 65 also can contribute materially
to the promotion of good health after the age of 65.

8. The purchasing pover of the dollar.-One of the principal economic prob-
lems of the aged person in the last 20 years has been the constant and continuing
erosion of the purchasing power of his pension benefits. A top priority Govern-
ment program to help the aged must be to take measures which are anti-infla-
tionary and maintain the purchasing power of fixed pension and annuity benefits.

You will notice, Mr. Chairman, that title VI of H.R. 12580 is in accord with
the principles of that program.

This piece of legislation has a great deal to recommend It:
1. It is designed to help those who really need help. It does not make the

mistake of treating our 151/2 million older people as a homogeneous group re-
quiring an across-the-board approach. By providing aid only to those who need
aid, it preserves the right of the nonneedy to take care of themselves.

2. Title VI, by limiting its effect to the near-needy minority, allows the major-
ity to continue its use of the voluntary method. The measure is in no sense
compulsory.

3. Title VI makes the States primarily responsible for administration of the
program-not the Federal Government. We are convinced that the health care
costs of the needy and near-needy can best be determined locally, and best be
met locally.

It Is germane to this discussion, I think, to comment on one category of legis-
lation which has been proposed and discussed widely in this Congress. The
category of which I speak includes all measures which would employ the social
security mechanism to provide health care for the aged and pay the cost by in-
creasing the social security tax.
. Let me list briefly just some of the objections to this sort of legislative

proposal.
1. The social security approach would cover millions of people who are

financing their own health-care costs adequately at the present time. Whether
they need it or not, whether they want it or not, the Federal Government would
cover them, and compel 70 million workers and their employers to pay the bill.

2. Under such a system, the Federal Government would undertake to provide
a service purchased from outside sources. Instead of cash benefits, it proposes
service benefits irrespective of need. This Is a dangerous precedent, Mr. Chair-
man, which hardly squares with the original purpose of the Social Security Act.

3. An approach of this sort would allow the Federal Government to control
disbursement of funds; to decide the benefits to be provided; to set rates of
compensation for hospitals, nursing homes, dentists, and physicians; to audit
and control Government expenditures to hospitals, nursing homes, and patients;
and to establish and enforce standards of hospital and medical care. Indeed,
if the Federal Government adopted such a measure, it would be compelled to
exercise these controls in order to safeguard the taxpayers' money.

Could the Federal Government assume these responsibilities-1fscal and other-
wise-without Influencing the quality of medical care which it dispensed? The
answer is clear: It could not.

All of these measures disclaim their intention of meddling with the free prac-
tice of medicine But If a single Government agency were empowered to buy
perhaps 10 to 20 percent of all care In the Nation's general hospitals, It takes
no crystal ball to predict that this agency would wield great power to Influence
the operation and management of hospitals.

It would be well nigh impossible under such a program to avoid a situation
In which Government employees would be telling doctors what drugs and treat-
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nment thoy could provh(lii telling hospital administrators how to run their hos-
pltals; telllig fit- nursing hoire whnt they coiiii hlnd coild not do.

41. P'u i sn4ge of Mit|i n1 n so l (,i would infei# overcrow(ing III our hospitals,
whi,' lif ii lrt.ily liaril pressed to met the de11inds1 for (flre of oura ralildly
grovilig liilhlt ion. 'I'l tevruse (of hospltals i prefliletilhe, which is borne out
in otll-r nllt iiis thl lnt (ex iprne'nted with itlt ll nnopulsory health insur-
wlive. It i4 liiiiil1 litre for lpeolph- to seek to collect it benellt for which they
ba ve ilreldy paid, or fiin wihih s ioilioiy else Is playing.

5. Am liyleY.l,l %(,w belht~v, thalt lluts shouhl li, hospitalized or Institu-
loiniliz.d onely when lnwetairy. niil that the length of their stay, as well as the

trenlaillilet fli-.y iir(' gi veil, should lie governed hIy their inedlell condition. The
arbitrary litiltllon. Wil med by law or lhe regutlhtions of an Idninistrn tive
agenv(y inro- not i'- liitilih' siulstittes. for tills iielcial deterilati tlon.

ft. 'I'lle cost. of sioli ia proposal are almost lilnlissible to predlet. But It Is
tif. to ma.13 thiia t e woitld ii' staggering. Socil security taxes are already

Selidiled to Iiireiisi- .lili nIin the years ahead. To increase them further
iiilght well jPolit Il/lze IIe, eillre s ,viiI sectirity structure through ptilillc
rebolllon.

Mr. ('linirnian, It is w,-ll to reitienlb,r that such bills as thee tire Irreversible
II nt oltlre. Ol le, Stfii'(Ii. they arne liiird to stop. 'l'lio thideiicy IN to expand
flteii- lu-Ien toi Coltrtct tIeiii.' As tiiiie wOIt. Oil, the Conigress of the United
Slat l vo wull fil.c couitlitlil llremsures for iore explindl coverage nnd more
elaborate I letiellt.4.

7. 'TlP.- pas.4ng,- cf siih at measure would, therefore, open.lite way for national
oitlltlsIory healfh Insiiran{,e to cover every iIIIIn, Wonlaii, find child In the
olulltry. / .

8. ''o sutitUtte a coinlulWory system of health Insurance fQr a voluntary
s't.lin tlhiat has proved Itm abllii' to do the Job Would result n 't(he decline, If

not Ihi- deiill.se, of private health Insuurance. Those comlieled hy\ aw to carry
the coiist of national CO('(inulsor health'.insurance wouhl neither be able nor
ilons ii) carry private lellt lilcIle its w('ll.
'lh I Je of legislation would hiavo further had effects.

It would restrict heneflelfiric; Intheir choiceof hospital and physleian, for
woi hI lie to shift this ve01i*nslblllty frointhe shoulders of pz vate and
Ioc..l governilJnial sources to thQ already overburdened should rs of the
Fe irail (woveiineit., I

(t would dikwourage,it the 'onp lufty level, the freedom to ecrleniment
wiVIt new teeliniues, s ihi as ho ans egreprogramis, (lay hiosplttl service,
hiiieninktr setvihes, p;d qesslve p tilent pre,.jind new concepts/for treat-
aielit through 1,dtlil.e ht d'u)artiitents a fdloct61"i'olflces. And It is at the
(0iint1itnilt hiv~il that such hiuio va t - are developed and mafl to work.

It would discoliirage families froip'takingeare of theti own. t
It w(uld restrict heneliclarle In'their chplce of htehpital and ,physlenn, for

only tllise l)hysiclan, and those hospitals On( njpising homeV entering Into
agreeniIcts with the l derr? (foverntent, w6uhtl4 rticipate. /

The lrfesslonal relitIonship between th ' physician afid his patient--
the basis ot all effeclive health car&--would be severely ifandicapped. Gov-
erinent regulation would be imposed on the physlclw', and on the patient
am well, brlnglhg a third and intruding party bot veen them. Required
conformance to administrative regulations cotejd Wiso ha ter the physician
from preseribing treatnin; which, in his professional oIIq was Indicated.

It would discourage the Individual aiproach to pat i t~re; and when
this has been disregarded In the past, the result has n ' mass tragedy
rather than mass cure.

These, then are sonie of the reasons why the social security approach should
not. In our opinion, be Invoked.

To review briefly the problenma that confront the aged; their economic status,
and the AMA's positive programs for resolving these problems:

(1) Today, approximately 00 percent, or about 91 million of the 15/ million
persons over (5 are receiving OASDI cash benefits. Within a few years, over
75 percent will receive these lienetits'

(2) One and one-half million people now receive cash benefits from private
pension plans. In the future, a much higher percentage of individuals over 65
will lie enjoying such pension benefits, because at the present time, over 19
million workers are covered by such plans;
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(3) A million persons over t5 today receive veterans' Ipensions, and this mtl-
ber will increase rapidly it future years because of the aging of tle veterans'
population;('I) One million others receive railroad or civil servl('e pensions;

(5) Four million individuals are employed, or are wives of enlployed persons;
and their income Is relatively tile same its the average of other workers;

(0) One million retired persons receive annuities that were privately pur-
chased, and the probability in the future Is that many more wilt have purchased
such annuities ;

(7) The median net worth of OASDI recipients, with a wife also entitled to
benefits, has increased front $5,610 in 1951 to $9,616 lit 11)57, an increase of 71
percent during this 0-year period ;

(8) The median income of aged men Increased 50 percent from 1951 to 1958,
whereas that of all men rose only 25 percent;

(9) Over 70 IKrcent of aged OASI)I beneficiary couples own their Own homes,
87 percent mortgage free;

(10) The liquid assets of persons over 65 are the highest in any age group
and have increased the most rapidly;

(11) In 1958, three out of four persons over 65 had liquid assets in some form;
40 percent had liquid assets over $2,000 In 1958 as contrasted with only 30 per-
cent in 1949;

(12) Tile Income-tax picture for persons over (15 Is significantly bettor than
It is for those under that age. For exainple, a married OASI)I beneliclary with
$4,000 income, Including $2,000 from social security cash benefits, pays no taxes.
A person under 05, married, with two children, also earning $4,000, pays approxi-
mately $245 Federal Income tax and $120 social security tax, or a total of $305
annual tax on his income.

(13) Those over 05 have the lowest indebtedness of any age group and their
financial obligations-for example, to children for educational purposes--are
significantly less.

(14) In many instances children and relatives of older people become assets
rather than financial obligations as the earning capacity changes and the head
of the household status shifts from the father or mother to the children.

There are, of course, many persons over 65 who have serious problems. Two
and one-iLttlf million are now on old-age assistance and all undertermined addi-
tional number, although able to financo other eosLt of living, find It almost
Impossible to withstand the additional burden of the cost of Illness. Even here,
however, the picture Is not discouraging. In 1950, 22 percent of all persons
over 65 received ol-age assistance. In 1959 it has been reduced to 15 percent,
and Government figures Indicate that this percentage shoul drop to 11 percent
by 1970. Thus, the Improving economic status of the aged Is reflected In a
continuing reduction of those who are oil old-age assistitace.

Voluntary health insurance has also shown a remarkably favorable trend for
this group. In fact, without any Government intervention, those over 65 have
volntarily increased their coverage by almost 100 percent. In 1952 only 25
percent of all the aged were covered. Now 49 percent own some kind of Insur-
ance coverage. The growth of voluntary health Insurance coverage of the group
over 05, surprisingly enough, is far greater than the growth during the same
period of voluntary health insurance coverage for all those under 65-100 percent
as contrasted with only 16 percent.

The American Medical Association recognizes that it Is not good enough simply
to be against a measure. We have opposed, as you are no doubt aware, those
legislative proposals which seek to employ tile social security mechanism as a
device for financing national compulsory health Insurance for the aged. We
have given this committee some of the reasons for our opposition. lint we have
also fulfilled our clear obligation to suggest positive courses leading to tile solu-
tion of the complex problems facing our older population.

We have gone further. We have put into effect programs which have gone far
to meet the needs of our senior citizens. The medical profession's efforts to
achieve the best possible social, spiritual, and medle~al health of the aged are
not new. To the contrary, the AMA program represents years of Intensive
work and study by many councils and committees of the American Medical
Association.

Let me review that program briefly:
1. Indigents and nca,-ndgents.-The AMA believes that Government agencies,

National, State, and local, can properly participate in the purchase of, or pay-



212 SOCIAL SECURITY AMENDMENTS OF 1960

Iient for, health care provided to indigent persons. Our board of trustees ias
stated that the AMA could support "a public assistance program, including
FVederal funds, to cover tho.s citizens who, on the basis of local determination,
are considered Indigent for the luriose of receiving health care benefits." Our
board of trustees has concluded that a liberalized public assistance program of
this type, designed to ail not only the needy but the near-needy, administered by
the States, with eligibility and benefits determined locally, is a proper and rea-
sonable Government resionsiblity, supplementing other activities In this area.

2. Facilitics.-lBetter facilities for the treatment of long-terin disease, espe-
cailly for aged patients, are needed. The AMA supported the FHA amendment
providing for Government-guaranteed mortgage loans for the pro)rietary nurs-
ing-home industry. Tihe AMA is working closely with the American Hospital
Association and other groups to Improve the quality of Institutional care and to
reduce its cost. At the same time, the AMA has participated with other organ-
lzatiols in the (leveloJiment of hiome-cmre programs and homemaker services.

3. Volutntary health i.(urance('.-The AMA is providing leadership In promot-
Ing the exianslon of existlg prepayment and health Insurance plans iand the
development of new 1111(1 more effective methods of provlling coverage against
health care costs of eatastrophih nature.

4. Attitude toward the ayed.--A revolution In the Nation's attitude toward
our older citizens has to occur, if the aged are to take care of themselves rather
than become wards of the Federal Government. The most urgent present need
Is the eliuination of mandatory retirement at 05 and (discriminatory employment
practices against those over 45.

Let me releat that the American ,Medical Aso('iation Is entirely In favor of
helping those who need. help. But the association does not believe this necessi-
tates the creation of massive Federal machinery to help those who neither need
nor want help, and who are capably handling their own problems at the present
thle.

The quest ion is, who should provide whatever help Is needed?
At the annual meeting In June of the American Medical Association, the fol-

lowing statement was adopted by our house of delegates as tile policy of tie
AMA. I should like to quote It to you.

"l'ersoumtl medical care is primarily the responsibility of the Individual. When
he Is unable to provide this ('are for himself, the responsibility should properly
paiss to his family, the community, the county, the State, and only when all
these fall, to the Federal Government, afnd then only ii conjunction with the
other levels of govermnent, in the above order. The determination of medical
need should be made by a physician and the determination of eligibility should
le niadoe at the local level with local administration and control. The l)rincjple
of freedom of choice should be preserved. The use of tax funds under the above
conditions to pay for such care, whether through the purchase of health insur-
anco or by direct payment, provided local option is assured, is inherent In this
concept * * 4"

It Is clear that the policy of the American Medical Association is in no way
Incompatible with the lrinclples upon which title VI Is based.

Regrettably, the financing of medical care for the aged has produced violent
controversy both in and out of Congress. There are two schools of thought on
how it should be handled.

On the one hand are the proponents of OASDI health care amendments, who
propose that a radical change be made in what Is essentially a cash benefit
program. Disregarding the fact that such a course can lead only to State medi-
cine, tihe advocates of this approach call for Federal Intervention via compulsory
social security taxation for tie financing of medical benefits for all OASDI
beneflelarles-regardleess of need.

This is paternalism at its worst.
It would compel the nonneedy to accept Federal medicine rather than buy

inedical (are voluntarily, through their own resources. In fact, the )rol)onents
of this plan oppose tile right of Individuals to pay voluntarily for their own
health ('are, for they Insist that the Federal Government assume this responsi-
bility for everyone eventually-beginning with the aged.

This is the outright socialization of tile financing of medical care, and we are
strongly opposed to it for reasons which we have detilled at some length in this
testimony.

In contrast to the OASDI approach Is the Federal grant-in-aid program for
the medical care of the near-needy, to be administered locally for locally deter-
mined beneflciaries who are eligible. This is the method adopted by the Hlouse
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of Representatives by an overwhelming majority. It Is a method which pre-
serves voluntaryism; which permits the nonneedy to take care of themselves.
This follows the traditional Federal-State organizational structure of our Nation.

It Is the economical method, which maintains local autonomy.
It is, therefore, the antithesis of the centralized, socialized, statist approach

of the Forand-type proposals.
While helping those who need help, it preserves the right of self-reliant Indi-

viduals to finance their own health care, and bases Its approach to tile problem
on family and community responsibility.

This program has been criticized as "I'modest," presumably beeallse Its effect
would be I o(-nfined to th1e needy and near neely, instead of to millions of older
I)eoplo who neither want nor need Federal G(overnment help.

To those critics who call this prograin modest, we say that fiscal irresponsi-
blilty, unpredictable cost, and maxinium nationalization are not ttle licmepted
criteria for good legislation.

We believe that title VI merits the support of everyone familiar with the
problem.

We believe that the Hlouse Ways and Means Committee is to be commended
for its wisdoll and statesmanship inl developing so sound a proposal.

We urge this committee to accept tile carefully considered conclusions of the
Ilouse, based, as they have been, on months of intensive study.

Iti conclusion, let me repeat that we physicians believe in helping those who
need help. We have bent our efforts toward providing this help for as long as
our profession has existed. We are resolute Ili our determination to continue
in this course.

Dr. LARSON. Because the Vomlnit tee's time is limited, niy orl testi-
IlloIny will del very brieflyy with tihe ilatters diseussd in this doci-
ilelit.

I would hope if action is to be ldeayed oil this bill that the AMA
and othei.s who are interested ill tile )ill and other matters pertaili-
ing to health will have an O1)1)Oluniiy to present further t4stilnony.

Now there is no subject outside of iiational defense and the budget
that has caused as much concern as the subject, of the care of the aged.
We find ou.ilves in a )osition in which we are rnamble to ascertain
all tile facts.

III otlier words, we don't know and we (loul)t that anyone else
knows, Just what the probleln of the aged is. We hope that'after the
White H-ouse Conference on Aging in January of 1961, that there will
be information which will certainly be of value to everyone concerned
and especially the Congress.

Now, froln what we read, we understand that there is a possibility,
at least, that soio sort of legislation for the aged is going to be passed
by this Congress. If so we are prepared to endorse title VI of I.R.
12580.

Now we do that for three main reasons:
First it is designed to help those who really need help. It does

not make the mistake, in our opinion, of treating over 15.5 million
older people as a homogeneous group requiring an across-the-board
approach. By providing aid on iy to those who need aid, it preserves
the right of the nonleedy to take care of themselves.

Second, title VI, by limiting its effect to the near-needy minority,
allows the majority to continue its use of the voluntary method. The
measure is in no sense ompulsory.

Third, title VI makes the State primarily responsible for admin-
istration of tile programn-not tile Federal Government. We are con-
vinced thtt the health care costs of the needy and the near needy can
best be determined and met locally.
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Ally hgishlt ive lrOl)msal whicli seeks to I1('4t tile pl)e1n confront-
ing tile aged should )e considered with these things in mind: The eco-
lomic sthatius of the aged is a great deal better than it is customarily
p~icture(d f) b, vith tih 1va1st majority of our mi5.5 million people over
(5 c.llablo of ineetilig the co.t of health cure without undue difficulty;
contrary to 1opulalr iuisconception, the majority of our aged are III
1o4)d leall h .--neitlier sick or (ebilitated.

'lie ueeds of t hos wrho are si('k or disabled are being met at the
1)reselt. t ine l)1'iily tihrougl l)rivato re'souriices, health insurance,
and l)repayvieit p1l1s; iine(h voluitai'y efforts of their families
and private cit izens work ilg together at te conumuinity level.

We should, therefore, (one(.rn oui'selves not witlh the majority
whi(h is niiher disal)le!1 nor destitute, but with the iniiority.
'lh ie are, of couIrs,, many persons over 65 who have serious prob-

lhiis. Two t11d one-half million are now in old age assistance, and
a11 uindeteriined ad(litioal number, although able tN) finance other
costs of' liviiig, find it almost impossible to withstand the additional
burden of the cost of illness.

Even here, however, the l)icture is not, disouraging. In 1950, 22
)irvont. of all pensoiis over 65 received old age assistance. In 1959,
it, has beii rluced t4) 15 percent, and Government figures indicate
that, this perceitago should dio) to 11 percent, by 1970. Thus, the
im)irovilig ecoiioimlic status of the aged is reflected in a continuing
reduce ion ill tile ililnlber of persons 'ho receive ol age assistance.
It is the meely anld 1ear needy which title VI would hei'p effectively.

l'he American Medical Association emphatically fa.vor.s helping
thoso who need hel). But the association does not believe this lecessi-
tates tile creation of massive Fedeusol machinery to 1el) those who
neither need nor want help, and who aire capable of handling their
own l)rol)leills it the present time.
'This brings us to the question of who should provide whatever

help is needed.
At, the annual meeting in June of the American Medical Associa-

tion, this ])list time, the following statement, was adopted by our house
of delegates as the l)olicy of the AMA. I should like to read it to
you:

Personal medical care is primarily the responsibility of the Indilvdual. When
he Is unable to provide this care for himself, the responsibility should properly
pass to his faiiuily, the comnilli11ity, tile county, the State, and only when all
these fall, to the Fe(leral Government, and then only ini conjunction with the
other lvvel(( of goverinmeit, Inl the above order. The determinntion of medical
need should be made by a physician and the determination of eligibility should
be made at the local level with local administration and control. The lrincilple
of freedom of choice should he preserved. The use of tax funds under the
above eoidihhtns to 1ay for such care, whether through the purchase of health
lIsuirance or by direct payment, provided local option is assured, Is inherent in
this concept. * * *

It is clear that tile policy of the American Medical Association is
ill no way iicompatille wit.ih the principles on which title VI is based.

lRegrehtably, the financing of medical care for the aged has produced
violent controversy both in and out of Congress. There are two schools
of thought as to how it should be handled.

On the one hand are tie proponents of OASDI health care amend-
ments, who propose that a radical change be made in what is essentially
a cash benefit program. Disregarding the fact that such a, course can

')III
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lead only to State medicine, the advocates of this approach call for
Federal intervention via compulsory social security taxation for the
financing of medical benefits for all OASI)I beneficiaries--regardless
of need.

Such a program would coml)el the nonneedy to accept Federal med-
icine rather than buy medical care voluntarily, through their own re-
sources. In fact, the proponents of this 1)1a Ol)l)Ose the right of
individuals to play voluntarily for their own health care, for they insist
that the Federal'Government assume this responsibility for everyone
eventuallyb-begi lning with the aged.

We think this is the outright, socialization of the financing of medical
care, and we are strongly opposed to it for reasons which we have de-
tailed at. some length in tlie written statement attached.

To mention just a few of these reasons briefly, such a program would
be unpredictably costly; it, would necessarily cover millions of
people; it, would substitute service beiiefits for cash benefits; it would
lead to a poorer-not better---quality of medical care; it would over-
crowd our liospitals; it, would lead to the decline, if not, the demise, of
private health insurance; and it would interfere dangerously with
the doctor-patient relaitonship, which is the solid foundation upon
which effective medical care must be based.

In contrast to the OASDI apl)roach is the Federal grant-in-aid
program for the medical care of the near needy, to be administered

locally for beneficiaries whose eligibility is also determined at the
local level.

This is the method adopted by the House of Representatives by an
overwhelming majority. It is a method which preserves vohmtarism;
which permits the nonneedy to take care of themselves.

This follows the traditional Federal-State organizational struc-
ture of our Nation.

It is the economical method we believe which maintains local
autonomy.

It is therefore the antithesis of the centralized, socialized, static ap-
proach of Foralid-type proposals.

While helping those who need help, it preserves the right of self-
reliant individuals to finance their own health care, and bases its
approach to the problem on family and community responsibility.

This program has been criticized as modest-presumably because its
effect would be confined to the needy and the near needy, instead of to
millions of older people who neither want nor need Federal help.

To those critics who call this program modest, we say that fiscal
irresponsibility, unpredictable cost, and maximum nationalization are
not the accepted criteria for good or adequate legislation.

We believe that title VI merits the support of everyone familiar
with the problem. We believe that the House Ways and Means Com-
mittee is to be commended for its wisdom and statesmanship for de-
veloping so sound a proposal.

We urge this committee to accept the carefully considered con-
clusions of the House, based, as they have been, on months of intensive
study.

Ii closing let me repeat that we physicians believe in helping those
who need help. We have bent our efforts toward providing this help

58387-60-15
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for as long as our profession has existed. We are resolute ill our
(letel'linlt lol to coldtiniie ill this course.

Thank you.
The CAIIRMAN. Thank you very much, I)octor. As I understand

it you favor tile Itlouse bill; what is your comment with respect to the
so-called administration prol)osal, which has not been introduced but
was presented to this committee by Secretary Fleunming yesterday.

)r. I,,RsONw. I have not seen tie latest material on the administra-
tive prol)osal. As I understand it, no bill has been introduced, so it is
difficult to say. Now from what we have read and heard about ti
proposal that was made before the House Ways and Means Commit-
tee somnet iine back, we were not in favor of that approach.'l'h (HM HAIlMAN. Secretary Flemming presented a copy of a bill
which lie said would be introduced and was made a part of the record
of tile h hearings yesterday, and it might be advisable for you to get
that. col)y.

I l'. lRsON. Yes, sit', we would like to see it.
Tihe ('IIm, u,\n. And then express to the committee your opinion

prlo or (!()Il.

l)i'. [,RsoN. Yes, sirl.
The (il. N. On those recommendations.
)r. LA\soN. Yes, sir.

(The ol)inion an( recommendations were not submitted for therecord by l)r. Larsoll.)
The ( 'IiAiIMAN. Anmy qtiest ions?
Seltor 1)ouom,,s. Si. ( 'hairmaln, I think that the Doctor should

know that, the adininistrat ion bill providedd for meeting the cost of
lvsi(iacls' services for those over the age of 65 primarily by means

of State and Federal apl)rol)riations, whereas the McNamara- bill is
rest rited to lIsl)itlal, nm'sing home, and home nursing care.

N ow I wondere(l it you would like to express yourself on your atti-
tude toward the provision of physicians' services paid for ultimately
through a State subsidy.

)r. Litsox. Well, there are many instances, Senator Douglas, in
which physicians (to accept moneys through State subsidy.

Senator l)out,As. That is for the needy?
)r. LmIusoN. Yes, that is right.

Senator DotrGLAs. But this would lxe a provision not merely for the
needy but. for virtually all those, over the age of 65.

DI' . L,,RsoN. We have not taken a definitiveposition on that.
That is a very difficult situation so far as we are concerned.
There is violent (iflerence, of opinion amongst our members on that

very issue, and I would prefer, sir? to give you the statement letter
based on the provisions of the administration bill.

Senator l)oau,,s. You (lon't have the letter ready.
)ir. L,ArsoN-. No, no. We were not aware that'this bill was ready

for int reduction or was prepared.
I can tell you very frandy, that we know of some of the thinking

of the administration through conferences that were held.
Senator DoUjoTAS. That is you participated in the formation of the

administration p lan?
Dir. LARsoN. No, no. We were told what the administration was

thinking and I can tell you that we did not agree with it. Now, the

216
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trouble is that the material that. was given to us was in general teris.
It was not a bill that we could stu(ly, and that is why I would be very
anxious to see th It.

Senator l)o1'oLAs. )id you have representatives here yesterday to
hear Secret ary Flemming?

)r. Y.nsoN. Xes; I didn't get in until late afternoon.
Senator D)o';r.s. Did they make a report of the Secretary's testi-

mlonly .?

Dr. LAIIs(). Yes, ut. I dout. recall that that was discussed, that
is Iy our relreseltalt ives.

Senator I) 'oca,.%s. Well, the Secretary's testimony was very clear
oi this point, that olt of it total cost. of'approxi111att.y $1,600 uiillion
or possi bl' $1,80() million, seven-eight his of tie cost, wollld be nlet. by
Fe eral ai1d State subsidies shared equally bet ween the Federal Gov-
erinnent and the State.s, and that the benefits were to include not
merely tile cost of nairil'ing) home and] home nursing and not merely
X-ray anld diagnlostic facilities but, were also to include physicians'
care. T hero was t provision, which is similar to ti one in tile pro-
jected Anderson bill, tlhat a large portion of the initial costs should be
met, by the aged )ersol himself or herself, )ut, with physicians' costs
ultim'itely met by Federal an(] State coitribltions not merely for the
needy but all those included in the plan. Tihey would be virtually
100-percent, coverage. hlave I not made an accurate statement of See-
retary Fleminig's proposal ?

Mr'. SI'Tl'i~m I didl t heari that. liut we will comment on that
generally that, ouir attit u(le on this proposall would not turn on whether
physicians' fees were covered bi t whether or not. tile group being
encomlpassed in the I)rograin were neeIy. If the adniniistration
prol)posal would cover all over age 65 I think we would say we woull
not approve it, we would be opposed to it.

Senator DoiU(GLs. The a(lministration's plan is not confined to
the needy, it, inelules the needy but is not coiifined to it, so you would
bIe 0 )l)0sed to it,?

M. Sm'm . I am sure we would, but I would like to study it and
state specifically.

Senator )ou(Ms. In other words, you take the position that what-
ever system is devised should be confined to those on old-age assistance.

Mr. Srn.-TLixi. No, sir; as the Mills bill or this H.R. 12580 provides
the 1esent. old-age assistance and then another near-needy category,
which would be relatively new.

Senator Douor.%s. A thin number around the old-age assistance
recipients.

h'. Srrmi. That would depend upon your State determination.
Senator DoUGLAs. Thank you.
The ChAIR-MAN. Any further questions!
Senator CUrrs. Mr. Chairman, we have a. busy day and I will not

take time to ask questions,, but I will say to Dr. Larson that your
three-page summary has some very fine principles laid down in it.
One of the things that aggra.artes the problem of health care for
anybody is inflation, and the proponents of larger and larger and
lai'ger Federal Goverinent may be rendering a little help here and
there in their alleged solutions but they are complicating the prob-
leins and creating hardship in every household in America.
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I am glad you were here.
1)r. ~ijsAU.. Thank y'ou.
Seltor ( ,oIIe. Mr. (h1i-]iIan, I have sonme questions.
T11e (' 'mIAIMAN. Senator Gore.
Senator Goins. Like you, Doctor, I havo not yet had an opportun-

ity to read the administrahion's bill. I did have the advantage of
hel, ring Secretary len mi in g's testimony at considerable len.gt h yes-
terdaV. Evei s(, I (oubt tiet we coul(I fruitfully engage in an ex-
aminaition of the Prol)lem or of the popl)osal in detail, and it may be
you will want to re , urn to the conniittee after you have had an op-
Port till itv to st II(IN it.

it nI: brief examination of Secretary Flemuming yesterday after-
110on, it al)l)eared clear li1t, there was it qualifying leri lx, the (luim-
tio oI l Vich was ot, sl)ecilied, ill which the elderly Pe'son would
be re(juired to l)aY $ 24 Per year .here was soniee onfusiom in the
testllmmy as to whet her t hat would l)e for 1 year or 2 years. In
fiet I di'-l't get the impresSsioni that the administration ld reached
a firn conclusion on that or that it would be applied uniformly.

Secondly, it, proposes to apply not a means test but an income
test. I cited tle illustration in'which a couple might be worth a
net of $250,000, and you can construct a situation where one has
assets of up to half a million dollars or perhaps a million dollars,
and still be eligible to pay $24 after lie ha(d been advised by a pliysi-
cl that niajor surgery 41' hospitalization might soon be necessary,
and be eligible for hospital t treatment and otlier medical care without
limit. Would you favor that?

I)r. LSON. It seems to inc that is essentially what was given in
the press long before Mr. Fleimning appeared before this committee
y( teilday.

Senator Goim. Now that $24, isn't that a registration fee?
Dr. LAiLSoN. No, they called it an enrolhnent fee.
Senator GoiE. All right, an enrollment fee. But it would be com-

pulsory.
I)r. LARvsoN. III order to participate in the benefits.
Senator GolE. Yes.
Perhaps I have used the wrong word. It would be a prerequisite.
Dr. LARSON. Yes; that is right.
Senator Goimu. For eligibility.
Dr. LA SON. Now, the quarter of a millionaire, if one could call

him that, could become eligible, but as I understood the original pro-
posal of the administration it was to the effect that for those over a
certain level of income there would be no Federal or State participa-
tion, (ollarwise.

Maybe that has been changed.
Senator GOom. No. Tliere would be an income test, but I know of

at least omne Member of the Senate who can testify that a man can own
many acres of farmland now and receive no net income at all.

I)'. LARisoN. I agree.
Senator GonE. He may be very lucky not to sustain a loss.
Dr. LARSON. That is right.
Senator GORE. There are many instances and many ways in which

people can find themselves possessing substantial amounts of property
measured in dollars, but who have no substantial income.
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Dr. LAitsov. In other words, they have assets.
Senator Gowi. And I believe the proposed income limit for a couple

would be $3,800 a year.
I will not proceed further to ask you about the administration plan.

I only did this much to illustrate tlie point, that I believe the adminis-
tration has tried hard to reach the catastrophic illness, the long ill-
nesses, the health tragedies that come to families, but in doing so, it
seems to me that the administration may have erred, as your associa-
tion may have erred, in overlooking the opportunity for preventive
medicine. Now, I have introduced a bill, several people have intro-
duced bills. Contrary to the McNamara bill, the bill I have intro-
(lced does provide for payment for visits to doctors' offices, home
calls by doctors, as well as outpatient care and nursing home care. It
setms io me, )octor, that everyone concerned with this problem ought
to try to approach it in the most realistic and practical way. Yon
referred to one of the limitations and that is the availability of hospi-
tal beds. Within the past 2 weeks my own mother was required to
wait for 10 days to obtain a hospital bed in Nashville, Tenn.

This brought home to me the scarcity of hospital facilities. There-
fore, it seems to be very necessary that we begin with maximum em-
l)hasis u)on preventive medicine, upon the care of a doctor at a time
when a stitch in time might avert this catastrophe.

Would you comment on that?
Dr. L,\SON. I agree that, preventive medicine is very, very impor-

tant. The question is how to provide it. Now there is a great deal of
resistance omi the part of the public. I have heard that in some in-
stances, at least, where these facilities are available free of charge
even, under a plan for instance, that the participants in the plan
either don't know about it or are reluctant to take advantage of it.

That is l)eing broken down gradually, Senator. We find in our
own )ractice that more and more people are coming in and saying,
"I want it checkupl," and it is surprising to me how many are fully
awa re of what a checkup should include.

Now it takes time to do that. We can't charge anywhere near what
it costs us to do it.

We are glad to do it because it is a service to our people, and occa-
sionally, as you say, a stitch in time saves nine. We discover a latent
diabetes or a case of leukemia, cancer of the bowel or of the stomach,
something like that. Those cases are relatively few but to the indi-
vidual in which you find them, it is worth any amount of effort and
money.

Now, how are we going to provide facilities, doctors, nurses, all the
ancillary services to take care of millions of people in this country
who, through education, which may take some time to accomplish,
would be wanting that preventive type of service?

I am strong for preventive medicine, Senator Gore, and I hope the
time will cone when we have better screening mechanisms than we
have now for that or to discover some of the more obvious conditions
that a patient, is unaware of and for. which something can be done.

Senator Goiw. And if done early it might not only prevent along-D~r. LARSON. That is true.

Senator GoRE. Costly hospital stay but it might even save a life.
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Dr. Isn. That is true. I think diabetes, unknown to the patient,
for example, discovered, adequate treatment outlined may require a
few days iii the hospital, to get the patient under control, as we say.
lie goes home nmderi a strict regime, can take care of himself from
then on, and le gets along just fine so long as he follows the instruc-
tions but unless lie knows what lie has, and something is done to re-
lieve him of his situation, lie can't be cueed, some. day he comes into
the hospital in a diabetic coma, and that may require not only emerg-
eicy treatment but may be expensive and require a lot of people,
laboratory work, but possibly (ays and even weeks in that hospital.
So the preventive side of this is certainly very important. There is
11o (1tiest 10 about it

Senator (oi:. Well, Doctor, this being true, I included in the bill
I ihltrodu(.ed provisions to which I have referred. I tried to emplia-
size tile kind of care that is most available now, and I agree with you
that there are not nearly enough doctors. We have erred seriously
either in not putting our uiedical schools to greater use or in not multi-
plying them, but, nevertheless, medical care, clinical care, nursing care,
theo ancillary health services to which you refer, are more plentiful now
than hosl)ital beds, as scarce 11s both are. Am I correct in that?

)r. LUsON. I think so.
Senator GoEw. 1Vell, then, although I must say that I was not un-

aware that this revisionn in a bill might generate more opposition,
nevertheless it seemed to me absolutely essential to a practical and
realistic approach to the l)rol)lem of health of our p.eo)le. I know
some peope regard it as a l)oitical )rol)lem and a l)olitical issue. So
far its I am concerned it, is a luman problem and I appreciate your
testimony here.

I thought Secretary Flemminhg made a fine contribution yesterday.
We may not, agree Nvith all of his recomnmendations but at least lie
and his staff have given the problem a great deal of study and made
some lel)ful suggestions.

You, too, have been helpful today.
Dr. LARsoN. Thank you.
Senator (oiE. I would like to ask one other question. What was

the position of the AMA in the Miami meeting with respect to the
House bill?

Dr. LAAsON. You mean the bill before us right now?
Senator GoRE. Yes.
Mr. S'rETrIt. The statement that was in this brief statement which

quoted it was the action taken earlier in this month in Miami. It
id not relate specifically to the Mills bill because there were so many

proposals pending in (Congress, our house of delegates merely an-
mnounced its general policy. Now that policy when you read it does
coincide with the princilles in the MilIs bill so that is why we do
support it today, in our testimony.

Senator GoRE. Thank you.
'he (,mr,,\n Ally further questions?
Thank you very much, Doctor.
Dr. LAisON. Thanik you, sir.
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(The following letters were subsequently received for the record:)
AMERICAN MEDICAL ASSOCIATION,

(hicago, Ill., June 30, 1960.
Hon. HARRY F. BYRD,
6'hairnit, Senate Finance Committec,
U.S. Senate, Washitigton, D.C.

DEAR SENATOR BYRD: In a separate statement submitted today, I presented the
views of the American Medical Association w,%ith respect to title VI of I.R.
12580, 86th Congress, now pending before your committee. This measure also
provides for the compulsory inclusion of physicians tinder title II of the Social
Security Act. This letter is written for the purpose ,o, restating the position of
the American Medical Association in this regard.

As far back as 1949, the house of delegates of the AMA went on record as
op.pitos, the inchiloi of physicians under social security on a compulsory
basis. This position has been restated by our house of delegates regularly once
or twice a year since 1953. This policy statement was amended by our board
of trustees in 1954 to remove any objection to the voluntary inclusion of physi-
clans under the act.

Following the clinical meeting of the association in December 1955, many of
the State medical societies, at the suggestion of the house of delegates, conducted
a poll of their members on the question of compulsory Inclusion of physicians
tinder social security. Although uniform questions were kt, asked in these
State polls, it can be concluded from the results that a majority of the profes-
sion ts still opposed to compulsory coverage. It is true that several State med-
ical societies have endorsed coverage of physicians. Our house of delegates,
however, of 200 physicians representing every State, has overwhelmingly re-
Jected proposals for coverage. The most recent action of this body in opposition
to compulsory coverage for physicians was taken at the association's annual
meeting held In Miami Beach earlier this month.

OASDI does not fit the economic pattern of the practicing physician. Self-
employed doctors rarely retire at age 05. Therefore, the compulsory tax which
would be Iniposel upon them, were they covered under the social security sys-
tem, would be unjust and unreasonable. Physicians who are able to work
prefer to keep right on practicing medicine. A survey of this point shows that
over 85 percent of the doctors between the ages of 65 and 72 are in active prac-
tice. Over 50 percent of the physicians who retire do so after the age of 74.
Thus, if forced under this program, the typical physician would be required to
pay social security taxes until age 72 before he would receive benefits.

Finally, and perhaps most Important, physicians have seen social insurance
programs in other nations used as a vehicle for the establishment of socialized
medicine. They have fought against the Wagner-Murray-Dingell bills of 1949
and the Forand bills of today. They know that the OASDI system constitutes
the principal avenue by which socialized medicine advocates hope to achieve
their goal. Naturally, they are highly sensitive to their Inclusion In a system
which may eventually be used to abridge their freedom as a profession.

For the aforementioned reasons, the medical profession is opposed to the com-
pulsory coverage of physicians under title II of the Social Security Act. If you
or any of the members of your committee desire further Information concerning
our position, I would be happy to supply it.

Sincerely yours,
LEONARD W. LARSOr, M .D.

PIMA COUNTY MEDICAL SoCrFrrY,Tucson, Arts., June 27, 1960.
Senator HARRY FLOOD BYRD,

Charm an, Seniate Finance Committee,
Washington, D.C.

)EAR 8KINATOR BYRD: In1 my capacity as chairman of the Pima County Medical
Society, committee on legislation, I am taking this opportunity to express the
society's unqualified ol)position to any Forand-typ proposals which purport
to provide health care benefits by means of OASDI.

With the House passage of H.R. 12580 (Mills bill) and Its probable early con-
sideration by the Senate Finance Committee, undoubtedly many amendments
will be offered from the floor of the Forand type. We urge continued and
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thorouigh hearings on II.R. 12380 by the Senate Finance Committee. Clearly,
any legislation adopted In halste- -during the ievitable tensions of an election
year- -is very likely to harm the very people whoni It is Intended to hell). Such
fir-reaching legislation should not bie ri.shd through hi tn ailltmoliphere of panic
wilholit a(eqllate consideration and thorough i)rolongsl study. The tensions of
fill eleClhI 'ollr certiilly tenlid to mke tils Issue i political football ind Is to
tlo dhirt dlet rinint of the best interests of our citizens.

Tihe Americai Medical Association, we understand, has Indicated Its desire to
testify before the Selate Finance Conmilttee concernhig this measure and we
urge that their testimony be carefully considered.

Sincerely yours,
L. D. SmatAn, M.D.,

Chairman, Pima County Medical Society,
Committc on Legislation.

The Cn, I UMrw . The next witness is Mr. Nelson II. Cruikshank,
director, Department of Social Security, AFL-CIO, accompanied by
Aid ow.J. Bieiiller, (irect)r, legislative deplartment.

'P'ale a seat, sir and proceed.

STATEMENT OF NELSON H. CRUIKSHANK, DIRECTOR, DEPART-
MENT OF SOCIAL SECURITY, AFL-CIO; ACCOMPANIED BY
ANDREW 3. BIEMILLER, DIRECTOR, LEGISLATIVE DEPARTMENT,
AFL-CIO

Mr. ClIUIKSIIANK. Mr. Chairman and members of the committee,
lmyv nane is Nelson 1I. Cruikshank and I am director of the Depart-
nient of Social Security of the American Federation of Labor and
Congress of In(hlstrial Organizations, and my office is at the head-
quarters of the AFL-CIO, 815 16th Street NWjr., Washington.

I ai acconpani(edl by my colleague Mr. Andrew J. Biemiller who is
director of the AFL2CIO Legislative Department. We are repre-
senting the AFL-CIO to urge that you recommend the House bill
H.R. 12580, with certain major improvements, especially the addition
of health benefits for the aged through old-age, survivors, and dis-
ability insurance.

Mr. Chairman, I submitted this statement in full which runs to
some eight or nine pages but because of the pressure of time and the
tight schedule of this committee which we fully appreciate, I would
appreciate it if the statement could be introduced in the record.

The CIAIIIMAN. Thank you, Mr. Cruikshank and we will accept
your statement in full.

(The statement referred to follows:)

STATEMENT OF NELSON If. ClUIsI(IIA1N, DmEc'voi, DEPARTMENT OF SOCIAL
SECURITY, AFL-CIO

My name Is Nelson H. Crulkshank, and I am director of the Department of
Social Security of the Anmerilln Fed(eration of Labor aniid Congress of In(ustrial
Organizations. Mly office Is at the headquarters of the AFJ-CIO, 815 Sixteenth
Street NW'., Waislilnlgton, D.C.

I aim accompanied by %Ir. Andrew J. Blenliller, (lrector of the AFL-CIO
LegisltIve lieparlinent. We are relresenthig the AFL-CIO to urge that you
re('oiiien(i the House bill, II.R. 12580, with certain iijor improvelits, espe-
cially the ad(lition of health benefals for the aged through old-age, survivors, and
disability Insurance. We appreciate the opportunity to present our views be-
fore this committee, and we are glad to cooperate with the committee's desire
to keep the hearings short so that such legislation may be enacted before Con-
gress adjourns.
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AMPLE EVIDENCE FOR IIEALTII BENEFITS

This Congress has already given substantial attention to proposed legislation
on health benefits for the aged. A detailed report on hospitalization insurance
for OASDI beneliclarles was received from the Secretary of Health, Education,
and Welfare on April 3, 1959. Its 117 pages contain extensive data on the
income and other characteristics of aged persons, on their medical needs and
utilization of health facilities, on costs of medical care, and present and pro-
posed mnethods of financing hospital care.

The house Ways and Means Committee held a week of public hearings last
July, and close to 3 months of executive sessions this spring. The Subcommittee
on the Aging and Aged of the Senate Labor and Public Welfare Committee heard
testimony In many States, focusing largely on health problems, and has issued
extensive records and reports.

The ever-growing public concern with health problems of the aged has been
reflected in many statements submitted to both Houses of the Congress as well
as in technical Journals and time general press.

Our own experience at labor meetings and In discussions with experts In health
and social security has reinforced our conviction that the established social
security system is Vae most appropriate method through which the Government
can assist aged citizens with problems of financing medical care.

To illustrate the widespread public acceptance of this approach, I am attach-
Ing statements by a leading business publication, Business Week. Similar state-
ments have appeared in Life, the New York Times, the Washington Post, and
many other publications.

Within the framework of social insurance, various possible approaches can be
followed. The AFL-CIO has supported the Forand bill, ever since its first
Introduction in August 1957. We regret that the majority of the members of
the Ways and Means Committee voted against Its inclusion in the House bill.

ADVANTAGE" OF SOCIAL INSURANCE

Various Senate bills on health care for the aged represent constructive ap-
proaclies through the old-age, survivors, and disability insurance system.

The addition of health benefits to that program would have clear-cut advan-
tages, under any of the patterns of benefits proposed.

1. After retirement (or, for mothers, after the husbands' death), there would
be no annual contribution or enrollment fee. Contributions during years of
earnings would establish the right to the new benefits as to those already In-
corporated in tihe program. This is an essential difference from private in-
surance, a difference that cannot be overcome by the latter.

2. Lasting protection would be provided which could not be canceled or lost
because of nonpayment of premiums or the application of lifetime ceilings. Not
all medical costs wouhl be covered, but even maxhunni use of the benefits during
1 year would not be counted against the benefit rights in later years.

3. The Federal OASDI program can provide almost universal coverage, in-
cluding persons already retired as well as 9 out of 10 persons now employed.
It can give the greatest protection for the lowest cost because of Its already
established and efficient machinery. While some persons like to contrast what
they call "voluntary" with alleged compulsory protection under OASDI, much
so-called voluntary coverage is in fact what in other circumstances they would
term compulsory. The essential characteristic is that of group action based on
a group decision. Only the Federal program embraces a broad enough group
to provide the widespread and continuing protection that results from its
automatic application to nearly all kinds of work.

It is indulging in the most meaningless semantic exercise to describe a pro-
gram supported out of general taxation as voluntary. I can think of nothing
less voluntary than taxes levied by the Federal Government.

4. Unlike public assistance, the Federal program pays benefits as a matter
of right without a means test. The medical care that is covered would be paid
for before persons have used up their savings or other resources and without
searching questions which might damage their self-respect at a time of great
anxiety.

Important social effects would flow from the enactment of a bill including
health benefits through OASDI.

1. It would ease the financial problems of hospitals by providing payment for
much of the care that now they must give to charity cases without charge or at
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rates far below cost. Even though public welfare payments to hospitals have
bueel iicreased In ill arellly i'Oqls, th1ey oftenI (1o iot cover ('{tilill ('XI10IIS('0. In.so-

fill' its i iospit a l now tr i.sfirs lti ('ost of free eare' or partly l't d are( to laying
palt ints. Its rIates (o'lld (.or(nls(oildingly Iw redlced.

2. 1Blue (C'ros. phaws wvouhl 1he relieved of it high-(.ost 0loa(d an( therefore could
ho(1 down their rates an( compete more effectively with (onmner(ial insurance
;niiit. Fair front iigint Bliue ('ros and lue Shield, enl(,tmiuent of suco'hi a1
ill iiight prove their lifesl elvr. h'lii re(,ntly retired Ipresident of the National
1ll4 ('ros.s X\ssovilati n. )r. IBlasil ('. Mil 'i all, has siil : "l ,( 'islllt ion along the

Iin-m' of wii' lorliilid hill offers Il wiiali. Of selling till ilrell of diflitully and
re~l oving til 11 voluntary lurepa:iyenllt niiechll tilln to ('on(entrtte on better programs,;
Wilih1 ii ls 31rells of hln0ioistrtlld ('tlll Iqelnt'i('."

'ollillier'lll si irlnra , ce coalplnes would still have tnfln amle fleld of activity
sillve till-y wl ildhi b1 lie (41 to stlilliltl I i e ('iovrniint plrograni Just as life
lisutrajici and ainnl. s have beien lrclhased to Sulllelmtent monthlily catih laY-
1iiiut. mill r solial security.

:3. Insofar its tle proposal would iiake it unnecessary for n(lividuals to turn
to luhil h' aissis(liiIe aild private chilty. It woihl relieve private Welfaire organi-
Zallioas aind Govornnelit aigoao'ews of a welfare I(d nown fiiaiced by taxpayers
o' diionaionlls. Soo'iai inllllni. as Illts IMe 1ic bt rotoetlon. haeked ill) by public
assistliiie, is consistent witi the social se(irity l)r'inciples o31 which tills Coln-
1iiit0 and the congress s have 1provild fol' the protection of American families
for it ia l st 25 3ears.

4. The lill woldI ac'celeraite awl ion to Increase the supply of inedlhal )ersonnel
till(] flneilitis reqlilrod to inalio good canir available to everybody. With an
assiiI'ed market for skilled nursing (,are, for exanm)le, the Sul)ply of nursing
ionllw %Vollld (lil'klv in'reaise.

Total exlenditures for medical care by the agedt are more than $3 billion a
yel r. (Ilice tite so('ial insullllnce arl)l)roa('h is aclcepted, one Is confronted with
31 d'isioln as to hilw ii11'h of this total cost should be assumed by the iniversail
(Gov orniiit progi'a iii.

A1,TEItNA'rIVE LEVELS OF FINANCING

A very lnilted. low-cost program call le developed to he filainced from a coan-
iled Inrease lin ti contrition rate of one-fourth percent of taxable payrolls,

or one-eiglih per('ent each by eplnloyers and employees. An lIncrellse In the
wiage-haise. ceiling to $5,400, instead of $4,00, wouhl produce a1 equal ainount
of revenue in the' long rn. Al Increase to $6.000 would lprodiu'e a saving of
one-half percent of payrolls in early years and 0.4 pereent on a level 1premium
basis. These tire net savings, (alculte( on the assutl)ton that benefits would
le increased corres)on(lingly for persons with earnings ill) to the new cowlings,
part ].% reflectig their higher (ontrillutions.

With the, funds thus obtained It would be possible to pay very limited hospital
benefits to all the aged or more generous benefits to persons above the age of
68 or 72.

A contrasting choice would be a very broad spectrum of benefits, which would
offer greater protection to the aged but wold require substaittilly larger con-
tributios. The tolal expenditures of the aged now equal about 1 I. percent of
total taxable payrolls. Knowing the very low Income.-, alll the pressing health
problems of the aged, It is not easy to inake a choice that severely restricts the
health benefits they would receive.

)EFECTS OF TIlE ADMINISTRATION POSITION

The Eisenhower administration found 31 way out of the dilemma of making
the choice. Its program wats offered not to hel) tliie old people but to hell) the
ndiniaistratiom. The proposal revealed by Secretary Flenuing on May 4 con-
tained at glittering list of potentiall benefl~. But much of the cost was left to
the aged themselves. And even if tiie administration )lan were enacted by the
Federal Governnet, Its alplicat 1o would (elnd completely oi Staite action.
The administration knows full well that the States wouhl do little to provide
the more than half a billion dollars that would be required to translate the
promise into reality.

The plan has many other bad features, and it is Interesting to note that a bill
has never actually been introduced to clarify how the proposed Income test
would be administered and whether the program in fact is workable.
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At the time that Secretary Flenming released the administration proposal
oil May 4, we prepared an analysis of its inherent defects which I should like to
have included in the record at the conclusion of my statement.

Secretary Flemming on beh:lf of the Eisenhower administration has attempted
to frighten your committee and the Nation Into believing that social insurance is
too costly. The exaggerated figures he uses reflect slogans we have long heard
from the chamber of commerce and the insurance companies. It Is unfortunate
that this administration is turning increasingly to such prejudiced sources for
its statistics and estimates rather than to its own experienced staff.

Members of this committee will recall the similar attacks of the chambers
of commerce, the insurance companies, the administration, and the doctors just
before the disability benefits program was enacted in 1956. But tile exaggera-
tions as to its potential cost have been proved groundless. Just as dependents'
benefits were added for the disabled in 1958, so now tile House Ways and Means
committeee has recommended that the age-50 requirement be removed without

thw necessity of any additional financing.
While I am talking about the 1956 experience, let me recall to your mind also

that Senator George In leading the fight for disability benefits denounced the
charge of socialized medicine which was then being advanced by the doctors,
pointing out that "socialized medicine can be brought into this country only by
the doctors themselves." lie added : "Somneone should have the courage to say
to them that if they continue to make such trifling objections, they may Invite
.olething bad for them * *

The bill for the health care for the aged is going to be paid. Rich, generous-
hearted America will not ignore their needs, and families will provide for their
elderly members to the limits of their ability and often at tragic costs to their
younger members.

It is I)recisely because health charges can be very heavy, that assured methods
of payment which spread the risk are required. With an expanding economy
and rising levels of earnings, taxable payrolls will grow, swelling collections,
and the cost estimates of the actuary of the D)epartment of Health, Education,
and Welfare may well prove too high.

The only itemized cost estimates that we have seen from the Secretary for the
Forand bill total 0.8 percent of payrolls on a level premniumn basis. We suggest
that the 1-percent figure he presented to this committee yesterday is more political
than actuarial.

It is partly because we believe that whatever Federal funds are available
should be utilized most effectively that we object to costly administration by 50
separate State agencies and commercial insurance companies. We understand
that Secretary Flemming himself told the House Ways and Means Committee
that the per capita cost of administering his proposal would be $17 a year as
compared with $6 under the Forand bill. If the Secretary is worried about the
regressive nature of the present payroll tax, lie could join with us in raising the
tax base from the present $4,800 to $6,000 or $9,000, or, in removing it entirely,
as the late Prof. Sumner Slichter of Harvard University proposed.

But a payroll tax, even with the present over-low earnings ceiling, Is much
less regressive, especially so far as retired people are concerned, than the sales
taxes and other taxes on which States and localities rely for the major part
of their revenues. The Secretary's program would put half the cost on such
regressive taxes.

The social insurance approach to health care of the aged can be based, as the
present program is, on clearly defined contributions. It is perfectly possible to
provide a separate fund for health benefits, as in the case of the long-term
disability program, and to limit benefits to the earmarked contributions. Such
an approach does not involve open-end financing. It gives Congress far more
control than the type of program proposed by Secretary Flemming, in which
Federal expendituers are determined by what the States decide.

You will recall Governor Rockefeller's criticism of the administration pro-
posal. He said: "Tile formula recently proposed by the administration, while
admirable in purpose, is basically unsound from a fiscal viewpoint. It Is based
largely on a concept of subsidy. It would be both costly and cumbersome to
administer. We have a long-established contributory system of social insurance.
Its soundness is proven. We should build on It."

I suspect that Governor Rockefeller knows something about the handling of
money.
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But this administration, which is constantly opposing programs because they
cost too much, offers a glittering plan costing many hundreds of million dollars
d year from general funds of the Treasury with no corresponding proposal for
raising necessary revenues.

A PRACTICAL CHOICE

We in the labor movement have been more responsible. We would like to see
the aged receive very extensive protection. But we also know that promises
must be backed by assured and practical financing.

This committee has the same choice between a limited program anl an exten-
sive one which the Congress had in 1935. It decided then between a compre-
hensive program for the whole field of social insurance or a start on a workable
basis. The original ol-age benefits anl unemployment insurance benefits have
since been supplemented very successfully by monthly benefits for young widows
and children, and by long-term disability benefits.

We are now suggesting a similar workable start in the field of health benefits
for the aged, even though we would like to have a much broader program. The
Forand bill, with hospital, skilled nursing home, and surgical benefits is one
approach. The greatest part of its cost of 0.8 percent of payrolls is for the aged,
though young widows and surviving children are also included.

It is entirely feasible to work out a practical and sound program within a
defined cost ceiling. For example, at a level premium cost of one-half of 1 per-
cent of taxable payrolls a plan can be developed which would make possible
a good start for all beneficiaries 68 years of ago or over. Payments could be
made for up to 365 days of hospital care, and subsequent skilled nursing home
recuperative care, up to 180 (lays, and for visiting nurse services In the home.
To provide these alternative forms of care, within this cost ceiling, two separate
$75 deductible payments by the beneficiary would be necessary. Such a plan
would be of enormous value in providing protection in long-continued illnesses
without overloading hospitals.

We are informed that Senator Anderson and some of his associates are working
out a proposal along these lines, designed to supplement the limited care pro-
vilded in the Ilouse bill, with a basic Ilan of social insurance protection. The
AFL-CIO will gladly support such a program and we hope this committee will
incorporate it into the bill which is reported to the Senate.

Even a broader spectrum of benefits is feasible, and there Is much to be said
for including these types of care which encourage early preventive treatment
and which speed recuperation. In the long run, these additional forms of benefits
are likely to add little to the total cost, and they will do much to enhance
the health and happiness of older citizens.

OTHER DESIRABLE IMPROVEMENTS

The present House bill includes various desirable provisions liberalizing old-
age, survivors, and disability insurance, though we regret that it does not include
a general increase in benefits and various other improvements which the AFL-
CIO 1959 convention resolution called for.

We deeply regret the omission of any Federal benefit standard for unemploy-
ment insurance or the addition of reinsurance grants to States with high levels
of unemployment. The changes in financing of unemployment insurance adopted
by the House do nothing to improve benefit levels.

The public assistance amendments, including the proposed new title XVI, are
very limited and totally inadequate to assure proper health care and levels of
living for persons forced to turn to these programs for aid. The Federal Govern-
ment can afford to make more generous matching grants available to the States
to make sure that no elderly person lives under tihe miserable conditions revealed
by the studies of the MeNamara subcommittee. The Advisory Council on Public
Assistance in its report to the Congress has submitted recommendations which
should promptly be followed.

But the great majority of aged should not have to turn to public assistance
whether it is dressed up as in title XVI or in any other way. An income test
and a means test are not desirable as the basic form of protection. People do
not want to have to swear to indigency, declare their resources, list relatives
who might help them, and be subject to investigation, often by poorly trained
and inexperienced people.

If the great majority of the aged can receive substantial protection as a
matter of right through old-age, survivors, and disability insurance, the States
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and localities will be relieved of a tremendous financial responsibility which
will otherwise increasingly overwhelm them. Without health benefits through

social security, the House proposals for health care of the aged are like a roof

without foundations. We urge your committee to add the foundations so that
the aged may live out their lives constructively and with hope.

Mr. CRIIKSIl.NK. I will summarize some of the high points in it.
The CIIAIRI3AN. Thank you very much for your cooperation.
Mr. CnuTIKSHANK. It appears plain that there is ample evidence of

the need for some kind of health benefits. The administration posi-
tion even within the last year has changed from one of where they
said there was no need for any action to one in which they are propos-
ing a type of action, one with which we are not in agreement, but we
are now agreed with them that there is need for action.

Various reports have been submitted to the Congress, various pri-

vate organizations have made reports, there has been intensive study
of this whole issue.

Our own experience is that there has been a rising tide of under-
standing of the social insurance principle, whether or not it reflects
itself in support of one particular bill or measure before the Congress.
rj here has been a rising tide of recognition of need, and an increasing
understanding of bow the social insurance principle can best be
adapted to meet that need.

As just one example, there are here two editorials from Dusiness
WNTeek, which I think reflect the views of an important segment of the
business community, editorials from the issues of April 16 and May
21. They, having analyzed the subject and analyzing the need, have
come out in full support of the social insurance principle as a means of
meeting this.

I should like, if I may, Mr. Chairman, to introduce these editorials
in the record at this point.

The CHAIR-AN. Without objection.
(The documents referred to follow:)

(From Business Week, May 21, 19060]

MAJOR MEDICAL PLANS

(Submitted by Nelson H. Cruikshank. director, Department of Social Security,
AFL-CIO)

In the 2 weeks since it was proposed, the administration's new plan of health
insurance for the aged has set some sort of record for unpopularity. It has
been hit by a heavy crossfire from the American Medical Association on one side
and the AFL-CIO on the other. Conservatives like Senator Barry Goldwater,
Republican, of Arizona, and liberals like Senator Pat McNamara, Democrat, of
Michigan, have taken potshots at it. And even the in-betweeners like Governor
Rockefeller of New York and Governor Meyner of New Jersey have greeted it
with harsh words.

With left, right, and center a.ll expressing distaste, there isn't much chance
that Medicare will be seriously considered by Congress, let alone adopted.

Nevertheless, the fact that the administration has submitted the Medicare
plan is extremely important: It means that both political parties have now ac-
knowledged the need for a Government program of health insurance for the
aged, and that both parties have committed themselves to working out such
a program. That's why the astute Senate majority leader, Lyndon B. Johnson,
Democrat, of Texas, was one who held his fire. Johnson found it encouraging
that the administration had come through with a plan, reserved comment on its
merits pending further study, observed: "But once a need is recognized, it is
usually possible to find a solution."
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flow about the merits of the administration's solution? It does face up to
the real prolen-that the medical bills of the aged can be met only by spread-
ing them to the rest of the community. The administration would pay the bills
by a comlplex system involving contributions from the aged, and heavy Federal
and State subsidies, either to provide direct health insurance for those aged
persons whose incomes are sufficiently low or to subsidize private Insurance
colll hies.

This approach Is fiscally hazardous, administratively clumsy, and unneces-
sarily costly. Moreover, it wouid be extremely diticult, If not Impossible, to get
the States and private Insurance companies involved. Al approach along tile
lines of the existing social security system, in which costs of benefits are
regularly met. by le payroll cont rilbutlons of the future beneliciaries, would ap-
pear to be vastly superior to a Flederal-State subsidy approach.

But the administration's plan does have a couple of real advantages over
the Forand bill. which is favored by miny Democrats:

fy Providing fir holme care, prescribed drugs, and other outpatient serv-
lees, Mledicare avoids the dangers of "hospitalitis" (IBW-Apr. 16, 1959, p. 184).
whore Ihe Forand bill would, as Vice President Nixon puts it, "put a still heavier
load on already overburdened hospitals * * * since its benefits are available
only In Institutions."

Medicare would extend protection to many of the aged who are not presently
covered by social security and whon the Forand bill would not help.

Some )emocrats already recognize these weaknesses of tile Forand bill and
so should welcome the adilnist ratlon's initiative on both counts. -

Indeed, If leaders of both political parties are willing to renounce the effort
to make political hay out of this vital Issue at each other's expense, there Is no
doubt that a sound and workable program of health insurance for the aged
can be worked out. And, as we said before, the sooner the better.

(From Business Week, Apr. 16, 1960]

Tim TRFND-A (,IAILLENoF THAT ('AN"'T BE DUCKmE

(Subniltted by Nelson 11. Crulkshank. director, Department of Social Security,
AFL-CI0)

Health insurance for the aged Is fast becoming tile No. 1 issue facing Con-
gress this year (p. 25). And there's political dynamite in it: Any candidate
suspected by tie millions of ol people--and those concerned about their health
problenis-of taking a cold or know-nothing attitude toward the issue is likely
to le in serious trouble this election year.

One thing about the issue is clear: Although plenty of politicians nmy see it
as a vote-catching device, there is nothing synthetic or pliony about the problem.
Everyone who has seriously studied the situation has concluded that the pro-
vision of better health vare for the aged is a serious-and growing-probieni.
Thanks to iiedical progress, the number of aged is increasing rapidly. In
1930, there were 6 million people over 65 In the United States; today there are
16 million.

For far too many of these long life has meant shrunken incomes. Increased
sickness, loneliness, and the shame of being a candidate for a handout from
society. Health, Education, and Welfare Secretary Flemming, in his thorough
report to the House Ways and Means Committee last year, concluded that three
out of every four aged persons would ibe able to "prove nPed In relation to
hospital costs." That is to say, they would be able to prove that they simply
could not afford to pay for the (are they needed when taken seriously ill.

The issue, then, is not whether there is a problem but rather how to meet the
1irobleni.

TWO APPROACHES

Representative Aline Forand, Denocrat, of Rhode Island, has proposed to
deal with it through a system of compulsory Federal Insurance within the
framework of the Social Security Act. The Forand bill would provide Insur-
ance covering 60 days of hospital care, or 120 (lays of combined hospital and
nursing home care, together with surgical services, to all those eligible for
old-age insurance benefits. It would be financed, initially, by boosting social
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security payroll taxes one-half percent, divided equally between employees and
employers.Tlle Forand bill has been attacked for a number of reasons by various
groups, especially the American Medical Association, which sees it as the caniel's
nose of socialized inedhicne coming under the tent.

But the wain weakness of the Forand bill, as specialists in tile health field
see it, is not that it dops too much but too little. They condemn It Uis too njar-
row an( as till encouragement to "hospitalitis"-the tendency, Inherent in many
of our present voluntary insurance programs, to put the sick Ilto hospitals
because there are no provisions for covering treatment at honle or inl doctors'
offices.
The bill sponsored by Senator Javits, Republican, of New York, strikes at

this weakness. As Javits petals out, though hospitalization costs comprise a
large part of till aged person's annual n(edical bill, the average older couple
spends $140 a year on health costs unrelated to hospitalization. ,One out of
every six persons 65 years and older," says Javits, "pays over $500 in medical
bills annually." Yet 60 percent of the old people have anlllal incomes under
$1,000 and can't afford home or office (,ire that might cut down tile length of
hospitalization or eliminate It altogether.

Javits would deal with the problem by a voluntary program that Would
combine Federal and State subsidies, contributions scaled to income by the aged
th(leispives, and both colmaler.ial till(] nonprofit insurance companies such as
Blue Cross and ]lne Shield. The program would not become operative in any
State until the State lint up the money. arranged with the insurance carriers,
and agreed to certain standards for the program.

Although tile Javits bill makes a hard effort to provide a voluntary-and
heavily subsidized-program, it does not appear to meet the test of practicality.
The program would take a very long time to negotiate, with 50 individual
State governments and with the insurance carriers-assuming that it would
be possible at all to get then involved in a program whose costs are unpre-
dictable.

Indeed, after studying Flemnming's able report, and the arguments on all sides
of this issue, we are forced to conclude that the voluntary approach simply
will not do the job.
The problem basically Is that the aged are high-cost, high-risk, low-income

customers. Their health needs can be met only by themselves when they are
young or by other younger people who are still working. The only way to
handle their health l)roblem, therefore, is to spread the risks and costs widely.
And that can best be done through the social security system to which eni-
ployers and employees contribute regularly. By comparison with the heavily
subsidized schemes, this approach has the advantage of keeping old people
from feeling that they are beggars living off society's handouts.
We do not pretend to know all the answers to the problemm of enlarging the

social security system to include a health insurance I)rogranl for tile aged.
Even a modest study of the problem immediately convinces anyone of Its diffi-
culty and complexity. At this point, we don't think that the complete answer
to it has emerged.

Nevertheless, no democratic government can refuse to grapple wvith a prob-
lean of such demonstrated urgency and importance. Tile issue cannot be evaded
and,, before it becomes a political football, the politicians of both parties should
accept responsibility for finding the best possible answer in the shortest possible
time.

Senator DOUGLAS. Mr. Chairman, could I interrupt for a minute?
Am I correct in the understanding that Gov. Nelson Rockefeller of
New York has endorsed the principle of caring for the aged through
the principal of social security rather than Government grants?

Mr. CRUIRSHANK. That is correct, Senator, he has in very em-
phatic terms. And on that point I was about to remark that. just
yesterday, a resolution was passed by the conference of State Gov-
ernors by a vote of 30 to 13 supporting this principle. It is very
significant action taken by the Governors, I believe, because a resolu-
tion was introduced in their conference out at Glacier National Park
that first called just for a recognition of the need. This resolution
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in the course of discussion was amended to provide for meeting this
need through the social insurance mechanism, and this amendment
was adopted, and then the final resolution, with the amendment, was
adopted by a vote of 30 to 13, and those 30 include the Governors
from States whose total population is the vast majority of the popula-
tion of tl United States.

Senator GORE. Were there any abstentations, or do you know?
Mr. CRUIKSHANK. There must have been some not there or not

voting, I don't know really. The total vote was 43, so I don't, know
whether there were registered absentions or whether there were just
merely people who were not there to vote.

Senator GoRPE. Those things can occur at a convention.
Mr. CRUIKSHANK. Yes, but at the Governors conference, as you

know, they cannot take a position other than by a two-third vote.
When they take it position with respect to a proposal or principle of
this kind, it is done quite consciously and they don't take many
positions on current legislation partly because of the two-thirds rule
that they have, but it must be two-thirds of those present and voting
because this resolution was passed. It will be available later, I
believe, for inclusion in the record, if the committee would care to
have it.

Now within the framework of social insurance there are various
possible approaches that can be followed. Social insurance does
not mean just one rigid plan, of course. Now we in the AFL-CIO,
as is well *known have supported the Forand bill ever since its first
introduction nearly 3 years ago now.

Ye regret that the majority of the members of the Ways and Means
Committee voted against its inclusion in the House bill but I should
like to point out the inherent advantages that there are in the social
insurance approach.

In the first place, of course, this meets this problem of whether
you just take care of the needy or those who are not immediately in
need, because in a sense it insures against the likelihood of your
being in need, and this has been a principle of our social insurance
program adopted 25 years ago.

And you don't have to wait until a man is in need before the pro-
gram comes into effect, and it also meets the very practical problem
that at person can very well get into a position of need during the
course of a long illness, and the long illness itself can contribute to
this need. He can start out with what may appear to be a minor ill-
ness, and be in a fairly safe position, at least a solvent position finan-
cially, but as it goes on, his resources are drained, and his income is cut
off, and he finds himself threatened by it.

This threat of becoming an indigent can also even contribute to his
physical condition. So that the insurance approach meets the prob-
lem of taking care of all those who are in need as well as those provid-
ing insurance against the likelihood of their being in need.

Now, after retirement or for mothers after the husband's death,
there would be no annual contribution or enrollment fee. In other
words, at the time people have their incomes greatly reduced after
retirement, there would be no additional economic burden on them
under the insurance approach.
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Thirdly, lasting protection would be provided which could not be
canceled or lost because of nonpayment of premiums or the applica-
tion of lifetime ceilings. That is a provision which is so predominant
in commercial insurance protection.
The Federal OASDI program can provide almost universal cover-

age and of course this is very important in any insurance approach.
There is no adverse selection. You do not, under the Federal system,
get those who are already ill, or about to be ill, rushing to cover them-
selves with insurance wh ich, of course, under any other systems, means
you have to have high premiums because you are covering a high risk
grou).

So the social insurance provision has this inherent advantage.
Now as to the question of whether or not it is compulsory or volun-

tary, really that gets down to be a pretty serious exercise in semantics.
The administration program and the liouse bill have been described
as voluntary because no one would have to take out at particular type
of insurance, but actually the compulsory feature of a social insurance
program is only confined to the payment of the social security tax.
There is nothing compulsory about'whether or not they avail them-
selves of the services that are available. Now, in that sense the pay-
ment of the contribution is compulsory under a social insurance ap-
proach. It is equally compulsory under the administration program
or under the House bill, because my experience has been there is noth-
ing of a less voluntary nature than the payment of my Federal income
tax or any other Federal taxes. So if you are going to finance this
out of the general revenues of government as the House bill proposes,
or as the administration proposal envisages, the payment is going to
be compulsory in any event, and just as compulsory as the social secu-
rity tax is compulsory.

Senator GORE. Mr. Chairman, might I ask a question?
The CHAIRMAN. Senator Gore.
Senator GORE. Mr. Cruikshank, would not that apply equally to the

requirement of an enrollment fee for a period of time?
Mr. CRUIKSHANK. No, sir, not quite.
Senator GORE. Well, the-
Mr. CRUIKSHANK. Because the enrollment fee would be only for

those who would choose to go under the system.
Senator GORE. But it is compulsory for anyone who receives any

benefit.
Mr. CRUIKSHANK. Compulsory on any one who avails himself of

the benefits, that is right, and failure to pay the enrollment fee would
disqualify him for benefits, so you are correct. If he has the benefit
of the program, the $24 enrollment fee would be compulsory, yes,
Sir.

Senator GORE. Well, isn't this a battle of words that is some-
what-

Mr. CRUIKSHIANK. It appears to us that it is, and compulsory has
been chosen as a word of stigma and yet in many other ways it is
not.

We have compulsory selective service under which men serve their
country in the Armed Forces. We have compulsory education and
I don't think anybody is against that.

5S387--60- 16
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It seems to me compulsory participation in a program of mutual
self-protection is in the same category.

Sen iator (iolnr. Well, if a program for health care and hospitaliza-
tion is to be condeniwd because of that, would not the social security
program logically fall for the same reason?

Mr. CIIKSH SlrNK. Precisely, yes indeed it would, and this was, as
you will recall, Senator, although I don't believe you were in theSenate at the time, but this was an issue that was fought out in the
Congress just 25 years ago. The Clark amendment proposed that
there wol d be al electing out procedure under the social security
legislation, wnd it. was determined that any effective system of pro-
tection would have to be compulsory, that is universal in coverage, if
it was to be effective at all.

Senator Geon'o. Well, you are right., I had not reached here by then
but I assure you, I am thinking about it.

Senator CuiI'iis. Were you thinking about the Clark amendment,
is that your evidence? [Laughter.]

Mr. CRUIlCS1rNit. There are many important social effects that
would flow from the enactment of a bill affecting health benefits
under the OASDI. One, it would ease the financial burden of hos-
pitals by providing payment for the care that now they must give
to charity cases.

Second, it, would greatly strengthen the private and voluntary
health insurance programs such as Blue Cross because it would
relieve them of the very highest risk and high-rated group which
now they must, carry in some way.

Blue Cross has been forced away from its community-rating pro-
visions, which it had when it started, to an experience-rated stand-
ard, so that they have to apply rates according to the risk of the
group covered. This means that when Blue Cross extends its cov-
erage to any of the older group, because they are a high-risk group,
they must up the rates to the point where it is almost prohibitive.

senator Cuirrs. Mr. Chairman, could I interrupt at that point?
Medical costs are high because it takes a lot of money to run a

hospital, rare and expensive drugs, psay help, all of these things.
Why is it that you contend that the Government can get that at less
cost than private groups?

Mr. CRUIKSIIANK. Senator, I don't maintain it can get it at less
cost. I maintain that it can get it at lower fees.

Senator CURTIS. Now that is because the people who are producing
pay it for those who receive it, is that right?

Mr. CRUIKSITANK. That is right, sir. At any given time.
Senator CURTIS. You have in here, "Unlike public assistance, the

Federal program pays," and I assume you are talking about a pro-
posed health program "pays benefits as a matter of right without
a means test.$

Mr. CnJRUIKSIIANK. Yes.
Senator CuRTIS. You do not propose to pay those hospitals less

than the cost of operation, do you?
Mr. CRUIKSITANK. No, sir.
Senator CURTIS. But, you propose a different method of paying.
Mr. CRUIKSITANK. That is correct, Senator.
Senator CURTIS. And that would be a compulsory tax.
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Mr. CRUIIIiI4NK. That would, out of the social security tax or some
similar tax.

Senator CURTIS. And everybody in retirement regardless of income
or property owned would get the benefits.

ir. C11UKsIIANK. That is correct; yes, sir.
Senator CURTIS. Does that mean, for instance, that a young indi-

vidual, paying his own medical bills and that for his family, buying
a home, andil perhaps paying some college expenses, will have a payroll
deduction to pay the costs of medical care for people who happen to
be over 65 even though they are individuals of great wealth and still
able, some of them, and desirous of producing?

Mr. CRUIKSIIANi. There might be some such instances, yes,. just
as with other insurance systems. A person paying in his premims
in Blue Cross, for example, at. the time lie is not making any claims-
and he may not make any claims for 5 or 10 years-is paying the

hospital expenses of somebody else who carries Blue Cross regard-
less of whether they are wealthy or in poverty.

Senator FREAR. ut the great difference being voluntary and in-
voluntary, isn't it?

Mr. CRUMSITANc . No, I don't think that is the great difference, sir,
because a large part of Blue Cross is group coverage which is selected
by a vote of groups covered, and those who are in the minority are_
covered whether or not they voted for it.

That is it isn't an individual choice in Blue Cross in all cases. In
some cases it is, and in other cases it is not, it is a group choice.

Senator FREAR. But under this proposal there is no choice by
anyone?

Mr. CRUIKSIIANK. There is no choice as to whether he pays the
contribution or not, that is right.

Senator CURTIS. Mr. Cruikshank-
Mr. CRUIKSIIANK. If I may interrupt for just a moment, I am only

pointing out this operates just like any other insurance. A person
paying a current premium is paying a i)enefit for somebody else cur-
rently and thereby of course establishing his right to the benefit when
the contingency against which he is insured arises.

Senator FRA,%R. Yes, sir, but again I say that individual has his
choice of whether he wants to or he doesn't want to. Aren't you tak-
ing a right away from an individual in this instance?

Mr. CRUIKSIIANK. No, sir, I don't think we are. I think that we are
proposing just to extend the social security principle. You are not
taking away anyone's right, I don't think to insure against a con-
tingency of dependent old age and that is compulsory and he is re-
quired to do it.

Senator FREAR. I respect your views but maintain mine. [Laugh-
ter.]

Senator CURTIS. I would think we would all agree that diabetes is
a very expensive continuing illness. According to your views a lady
might be a diabetic patient still working, perhaps supporting some
children, and it is a type o? illness that requires cash to be paid out
out week after week in order to live. You are suggesting a further
deduction from her pay to pay medical benefits to people wfho happen
to be over 65 regardless of their wealth or ability to pay for them-
selves.
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Doesn't your program amount to that?
N[r. CRUIHSIIANK. Yes, it amounts to that 1ut if she is in any volun-

tary group she does exactly the same thing.
Anybody who works in a shop, for example, that has negotiated a

health insurance plan with the employer covering health contingen-
cies, is doing exactly the same thing, because, Senator, that very same
lady that you described may find herself in a condition later on where
she is no longer able to work and she would then be able to collect a
benefit and have protection.

Senator CURTIS. She might find herself in that position for 50 years
while she is carrying the oad to care for this select few. Do you at
tiepresent time favor the Forand bill?

1X1.0UTIKSHiANKI. Yes, sir.
Senator Cuirris. You state here you suggest benefits for those al-

ready retired. Suppose those who are beyond the eml)loyable stage
are not the. beneficiaries of OASJ. The Forand bill would not do any-
thing for them, would it?

Mr. CIUIKSHANK. Not in itself but other proposals that we support
would.

Senator Cuirris. In other words, all of these millions of people work-
ing would have a further deduction out of their pay envelope tc pay
part of our present aged some of whom, I don't know how many, don't
need it at all, but the individual retired, and there are several mil-
lion of them, who are not by chance OAT beneficiaries would be left
out under the Forand bill, if we enacted it tomorrow, isn't that cor-
rect?

Mr. CRUIIRSITANK. Well, they vould be left out of those particular
provisions, yes, sir, but they would be eligible for other types of pro-
tection. What we are proposing -

Senator CU'ris. I have known you a long time, and I know how well
you know this social security law, and I am utterly astounded at your
lack of altruism in your proposal.

Senator DOUGLAS. Now, Mr. Chairman, may I interject by-
Senator CuiTis. Should we act to tax those who can be taxed to take

care of those who can't care for themselves? Do your proposals here
abandon those?

Mr. CRUIKSInANK. No, sir, it does not, because what we are really
proposing is that a Forand-type amendment, if you wish to call it that,
be added to the provisions of title VI. Let title VI operate, and take
care of these people, who are not under the social security system,
in the only way that they can be taken care of. The public assistance
approach has always been our second line of defense.

Now I think there is one other point we need to get at, if I may,
that while not everyone at any moment needs health care, I think it
is generally accepted in this country that everyone at all times needs
health insurance.

So that the person who is paying this contribution is not paying for
something for nothing, he is not paying something for which he gets
nothing. He gets the protection which the insurance affords him, and
he has that all the time.

Senator CURTIS. I disagree with the loose manner which you use
the word "insurance" but the committee is too busy for us to debate
that. But if you are suggesting title VI plus the Forand bill, then
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these people I talked about, the individual below 65 who suffers from
an illness all his years, or the individual whose income is low and is
supporting a family and buying a home and doing all these other
things, he has not one tax taken out of his payroll. He has two, one
to support title VI and one to support the Forand bill.

Mr. CRUIKSHANK. Except that the cost of title VI would be greatly
reduced by the extension of the social security principle, just as Dr.
Larson pointed out, for example, in his testimony, that we had reduced
public assistance from 22 percent down to 15 percent of the people.
How did we do that, we did that because beginning in 1950, which was
the base year that he presented, we greatly extended social insurance,
and social insurance has absorbed a large part of the load which
otherwise was public assistance.

Senator CuirIs. Well, that is part of it.
Mr. CRUIKSHANK. It's part of it. It is a major part, I believe, sir.
Senator CURnS. Some of them die without ever getting the benefit,

yet they purchased the necessities of life in an economy that was
carrying the load of social security, and I do not feel this sort of an
approach is meeting what the American public has in mind.

We are not thinking about the extreme destitute because we are
committed to paying for those cases and we want to. They are think-
ing about what need is there beyond it, not in terms of taxing every-
body, including those that it will be an extreme hardship upon, to
give a benefit to people who do not want it. Together goes with it
the defeat and suppression of private endeavors and voluntary en-
deavors and the surrender of the right of choice for many people.
In reference to these people who are beneficiaries of OASI, when did
the first ones qualify for benefits?

Mr. CRUIKSHANK. I believe 1940.
Senator CURTIS. 1940.
Suppose an individual, qualified for OASI benefits in 1940, and

we will assume that he has not made or paid any social security taxes
since then, how many raises has he received in benefits since 19401

Mr. CRUIKSIHANK. I don't know exactly how many but his average
payment in 1940 was $22.60 and his average payment now is around
$55.

Senator CURTIS. The difference between 22 and 55, did he ever pay
any tax for it?

Mr. CRUIKSHANK. No, sir.
Senator CuRTIs. Why are you denying the people outside the sys-

tem in your Forand proposal which you propose, the benefits of this
when you take the person who by happenstance retired in 1940, prob-
ably paid less than 1 month's benefits out of his payroll, in all proba-
bility paid less than 3 months' benefits if you count his employers'
payments which are not credited to him. You have increased him
on an average, more than doubled it, and now you are going to give
him this. The individual who has been outside you now come here
and say "He will still be outside of the medical benefits."

Mr. CRUIKSHANK. No, sir; they will be outside this particular
method of paying for the benefits. But what you say, sir, is true of
the whole social security system.

You can disagree with that whole social security system if you
wish.
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Senator CIURTIS. No, no. All I have begged you people to change,
to make it social, to make it humane, to make it fair.

Mr. CRITIKSHA,,K. We have tried to do that, sir, we have supported
the extension.

Senator CIRTIS. You have resisted it every time.
Mr. CRUITKSIANK. We have supportel-tlhe extension of coverage

has meant payments out of relationship to an immediate payment of
contributions which comes out of the pool which is created largely by
taxes on industrial payrolls. Despite that we have argued for it, for
the extension of coverage.

Senator Cumuis. That is true of everybody's benefits.
Mr. CRUsISHANK. Yes, up to a certain point it is.
Senator CuiTIs. Yes, the social security operates today because you

are taxing the people who are working to take care of the people who
are not, isn't that true?

Mr. CRUIKSHANIK. That is true, but it is also true that every life
insurance company today is paying its benefits out of its current
premiums.

It operates exactly the same way.
Senator OunRS. It is far, far different, and as I say, the time of

this committee is too valuable to debate whether or not it is insurance.
That is all, Mr. Chairman.

Senator DoUGLAs. Mr. Chairman, I would like to ask Mr. Cruik-
shank if it is not true that the vast majority of younger workers who
pay in contributions have parents and grandparents over the age of
65 who are in need of hospitalization, nursing, and medical attention,
and who, if these expenses were not met by some form would have to
be borne in the main by these younger workers?

Mr. CRIIUKSH[ANK. That is exactly true, and the question really is,
when we challenge this program on the ground that it would mean
that current workers are paying the bills of people who are over 65,
who is paying them now? They are paying them now. It isn't
the people that are beyond 65 who are in the hospital or needing medi-
cal care who are currently paying for these costs. To a very large
extent they are paid by thie younger children and often at very great
family sacrifice. The choice often comes as to whether you properly
take care of mother and father or whether you properly educate your
children and this is a hard, cruel choice that is forced on many Ameri-
can families, and one which the social insurance mechanism would
relieve them of.

I would like to point out that one of the real advantages of this
approach is that it would strengthen the voluntary plans and enable
them to grow. We have a witness to that, Dr. Basil C. McLean, who
is the recently retired head of the national Blue Cross Association.
He said and I quote, "Legislation along the lines of the Forand bill
offers a means settling an area of difficulty and relieving the voluntary
prepayment mechanism to concentrate on better programs within its
areas of demonstrated competence."

Commercial insurance companies would still have an ample field
of activity since they would be used to supplement a Government pro-
gram just as life insurance and annuities have been purchased to sup-
plement monthly cash benefits of social security.
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Some people saw 25 years ago that or thought they saw the end of
private commercial insurance In the life insurance field if social se-
curity were passed. But the total amount of life insurance in force
today is a little over five times as much as it was when social security
was passed.

As people get insurance conscious whether it is in the health in-
surance field or the life insurance field they want to build more on their
insurance rather than less once the basic needs are met.

Senator DovorAs. Hasn't that also happened in the development of
private pension plans and the sale of annuities by life insurance comi-
panies?

Mr. CRUIKMSANK. That is quite true. There were very few scat-
tered private pension plans in effect in 1935, and when the Social
Security Act was passed, after that the private annuities and nego-
tiated pension plans and those initiate by farsighted employers
began to multiply so that today there is a hundredfold, at least, in-
crease in the private pension plans.

There are a number of basic choices before anyone who wishes to
approach this problem. You can have a very limited low-cost pro-
grain, costing one-quarter percent of taxable' payrolls, or an eighth
of a percent each by employers and employees. Or a increase in the
wage-base ceiling to $5,400, instead of $4,800, would produce an equal
amount of revenue in the long run. An increase to $6 000 would pro-
duce a saving of one-half l)ercent equivalent. of one-half percent of
payrolls in earlier years and 0.4 percent on a premium level basis.
These are net savings and with the funds thus obtained, it would be
possible to pay very limited hospital benefits to all of the aged or,
as another choice, more generous benefits to persons above the age of
68 or 72.

Now, you can start on that limited basis, conscious of the fact that
these are costly programs in any event, however they are paid for, and
start on an experimental basis. Or you can start on a broad spec-
trum ot benefits, and say it is not only hospital, nursing home care,
but doctor services at the home or the office, and home nursing serv-
ices, diagnostic services, all those things which make a well-rounded
health program, but the minute you do that, of course, you rum into
a much more costly progratmn, and that is the choice that people have
who are working on this kind of problem.

Now, the administration found a way out of this dilemma. It was
the dilemma with which all students 'were confronted. We were
confronted with it as we wrestled with it, talked about, it, with
hospital administrators and with doctors and others, and with social
security experts. The administration was confronted with it, and for
over a year they wrestled with this problem. They found a way out
and their way was to talk about a broad spectrum of benefits and list
thmen-they call their the A to J benefits, 10 benefits, a really glitter-
ing array of hospital, home nursing, diagnostic, preventive, nursing
home services, the works, everything-but then set. them up under a
mechanism such that ver, few people ever would be able to get them,
a mechanism that would require not, only action by the Congress, not
only an appropriation by the Congress and signature by the President
after approval by the Bureau of the Budget., assuming, Mr. Chair-
man, we have that approval, but then the adoption of'this some pro-
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Vraiii1 by 50 State legislatures each of which would have another
veto. S) tlriep is it wh-11oe series of hurdles between the individual
who is presumably covered and the actual receipt of the health benefits.

Now, this was a, neat way out of a real dilemma, if it is a way out.
It gets tlem out of the dile,,ina, but it (toes not hel) the old l)eol)le
who iiee medical eare. You l)romiso the works but under a mech-
anism that assures that your check will never have to be cashed.

Now, we ust don't, i)elieve that that is dealing in a fair and square
way witl t' m problem. We think it is ducking the problem rather
thall really facing up to it.

Now, tihe bill for health care of the aged is going to 1)e paid, we
believe. That is, rich generous-hearted America is not going to ignore
their needs. The whole question before this committee is how it is
going to be done.

Families are not going to neglect their elder members, they are
going to care for them to the limits of their ability, even though often
at tragic cost to their younger members. It is precisely because health
charges can be very heavy, and because you can never anticipate where
they are going to fall or whom they are going to hit, that assured
methods of payment through an insurance mechanism is the most
i)ractical a roach.

It is partly because we believe that whatever Federal funds are
available should be utilized most effectively that we object to costly
administration by 50 separate State agencies and commercial insur-
ance companies. We understand that Secretary Flemming himself
told the House Ways and Means Committee that the per capital, cost
of administering hiis proposal would be $17 a year as compared
with $6 under the Forand bill.

If the Secretary is worried about the regressive nature of the present
payroll tax, as li indicated yesterday before this committee, he could
join with us in raising the tax base from the present $4,800 to $6,000
or $9,000 or in removing it entirely as the late Prof. Sumner Slichter
of Harvard University proposed. It is not difficult to introduce a
substantial element of progressivity in the social security tax. But a
payroll tax, even with the present overall earnings ceiling, is much
ess regressive, especially so far as retired people are concerned, than

the sales taxes and other taxes on which States and localities rely
for the major part of their revenues.

The Secretary's program would put half the cost on such regressive
taxes.

The social insurance approach to health care of the aged can be
based as the present program is on clearly defined contributions. As
a matter of fact, better controls on costs are available under this
mechanism than under the open end approach as authored by the
administration or as built in to the House bill, because there is a
commitment to meet whatever the States choose to do.

Now, it. is perfectly possible to provide a separate fund for health
benefits as in the case of the disability program. That was done, I
believe, at the initiation of Senator Ierr, it was originally his sug-
gestion in 1956, when criticisms of the disability proposal along the
same lines that the Secretary made yesterday about an insurance ap-
proach to this were being offered, saying, "You never know how
much it is going to cost, this would wreck the social security trust
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fund. This could run us all into the red. It could be the end of our
whole social security system." All right, Senator Kerr and his col-
leagues said, let's set it up ts a separate fund, let's limit the liabilities
of the fund to its assets. This was done, and now we find this was
such a sound method of financing that we could eliminate the age
provision and we can do as this conunittee and the Senate and the
Congress concurred in 1958, in adding dependents to that. So that it
is perfectly possible, in fact it is more possible, under this approach,
to have the necessary fiscal controls on the problem than it is under
the open end approach such as authored by the administration.

It seems to us that the administrations proposal is fiscally irrespon-
sible in this respect. In this regard, and Senator Douglas mentioned
a moment ago, we recall Governor Rockefeller's criticism of the ad-
ministration, he said, "while admirable in purpose," and we have
agreed to that., "is basically unsound from a fiscal viewpoint." And
I would suggest that Nelson Rockefeller knows something about the
handling oft money an1d is al)le to recognize a sound fiscal program.

Now, it is odd to us that this administration is constantly o)posing
l)rograms-1 understand today it is contemplating at veto of the raise
for Governent employees, because, of the cost of around $700 mil-
lion-but they come in with i program here with an Ol)en-end con-
nmitment around $600 million from the Federal Government, and say
that is all right because the bill isn't going to come due until nextyear. It isn't in this year', budget, said Secretar'y Flemmning, and
so it is all right to commit ourselves to an open-end commitment of
this kind.

Senator )OUGIAS. May I ask a question, Mr. Cruikshank. When
you say the administration program is an open-end program I as-
sumo by that you mean there is no control over the ultimate costs?

NMr'. CUIK SIIANK. That is correct.
Senator DouoAis. And whatever the ultimate costs would be you

would have to have the States and the Federal Government meeting
virtually seven-eighths of them ?

Mr. CRmIKSHANK. That is correct; yes.
Now, we in the labor movement are confronted in this respect as

we so often are with a practical choice, and we believe that what we
are offering and what we espouse here is one that is fiscally responsi-
ble. I am proud of the fact that organized labor has never asked for
an increase in coverage or in the amount of benefits under the social
security system without proposing also the method of financing it
on a sound long-term basis, and we are not proposing that this pro-
gam, this extension of social security into a new type of protection

provided without also providing for the method of payment.
The whole social security system started on a relatively small statt,

it only covered about three-quarters of the workers in industry when
it started, and now it is extended until it covers nine-tenths of the
working people of the country. It has been built on, as Congress
has had a clhuce to observe its practical operation. We believe there
is the same situation here. If this bill can make a limited start,
which admittedly doesn't meet all the problems and does not cover
all the people, but makes a limited start, let Congress observe it, let
the advisory committee study it and let them bring in their recom-
mendations. If it starts to get out of hand it can be controlled and
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it can be limited. If it proves sound, as the disability system has
proven sound despite all the dire predictions, then we can build on
this to meet some of the larger problems in some of the broader
areas.

It is entirely feasible to work out a practical and sound program
within the defined cost ceiling. For example, at a level premium cost
of one-half of 1 percent of taxable payrolls, a plan can be developed
which would make possible a good start for all beneficiaries 68 years
of age and over. Payments could be made for up to 365 days of hos-
l)itl care and subsequent skilled nursing home, recuperative care up
to 180 days, and for visiting nursing service in the home. To provide
these alternative forms of care, within this cost ceiling, two separate
$75 deductible payments by the beneficiary would be necessary . Such
a plan would e of enormous value in providing protection in long-
continued illnesses without overloading hospitals.

We are informed that Senator Anderson and some of his associates
are working out a proposal along these lines, designed to supplement
the limited care provided in the House bill, with a basic plan of social
insurance protection. The AFL-CIO will gladly support such a
program and we hope this committee will incorporate it into the bill
which is reported to the Senate.

There are other desirable features in H.R. 12580 which we approve.
We regret they don't go further and we regret particularly that it
doesn't do anything very substantial or anything really at all in the
way of standards on unemployment compensation, and other provi-
siois of the whole broad social security program that are so much
needed.

The public assistance amendment included in the new title 16 are
limited and we feel quite inadequate although they are a step in the
right direction. But the great majority of aged should not have to
turn to public assistance, whether it is dressed up in title 16 or in any
other way, and an income test or a means test are not desirable as
the basic form of protection. People do not want to have to swear
to indig(neey, declare their resources, list relatives who might help
them, and be subject to investigation, often by poorly trained and
inexperienced people.

If the great majority of the aged can receive substantial protection
as a matter of right through old-age, survivors, and disability insur-
aice, the States and localities will be relieved of a tremendous finan-
cial responsibility which will otherwise increasingly overwhelm them.
Without health benefits through social security, the House proposals
for health care of the aged are like a roof without foundations. We
urge your committee to add the foundations so that the aged may live
out their lives constructively and with hope.

Mr. Chairman, and members, this concludes my prepared state-
ment.

I should like, if I may, in addition to the editorials which I ask to
be introduced and which you agreed to, to introduce two other things:
an analysis dated April 12 of the Javits bill, S. 3350, and also ar
analysis dated May 12, prepared by my department, of the admini-
stration plan. I would appreciate it, Mr. Chairman, if these could
also be included in the record.

The CHAIRMAN. The insertions will be made.
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Thank you very much, Mr. Cruikshank.
(The material referred to follows:)

STATEMENT OF NELSON CRUIKSHANK ON S. 3350, A HEALTH INSURANCE FOR THE
AGED BILL, INTRODUCED APRIL 7, 1960, BY SENATOR JAVITS AND OTHERS

We have studied S. 3350, the health insurance for the aged bill, introduced
last week by Senator Javits and several of his colleagues. The scope of bene-
tits and the objectives described by Mr. Javits in introducing the bill are laud-
able. We have come to the conclusion, however, that the mechanisms provided
in the bill cannot accomplish the fine things it alms to do.

1. State financing
We see virtually no possibility that each of the 50 States, many of which are

already in substantial debt and financial difficulty, would raise the necessary
funds to put this program Into operation. By Senator Javits' own conservative
estimate $640 million of State funds would be required.

There is no question but that the major legislative problem faced by the States
today is that of raising funds to meet the growing needs for which the States
have already assumed responsibility.

The States and localities are currently going deeper and deeper in debt. Be
tween 1946 and 1958 their total debt increased from $16 billion to over $57 bil-
lion. By 1970, State and local outlays for programs to which the States and
localities are already committed may well reach $85 billion-nearly twice the
present level-according to projections of the National Bureau of Economic
Research.

Most State tax structures already impose the heaviest burden on families
least able to pay. Additional taxes would be most likely to take increasingly
regressive forms.

2. Federal financing out of general revenues
The prospect of getting an appropriation of nearly half a billion dollars (again

using Senator Javits' own estimate) out of general revenues for the health care
of the aged, passed by Congress and signed by the President this year, is at
best, remote.

S. Scope of benefits
Senator Javits' statement which accompanied the introduction of S. 3350

contained this hopeful description of benefits: "Generally, a 'service plan'
would provide 60 days of full cost, semiprivate hospital care or the equivalent
cost care in a nursing home for the aged and make satisfactory provision for
surgery both in and out of the hospital, hospital medical care, visits to the
doctor's office, along with necessary laboratory tests, diagnostic X-rays, spe-
cialist consultations, and visiting nurse service in the home."

There is nothing in the bill to justify such an optimistic view of the benefits
which would be provided. The only benefit specifications which the bill con-
tains are that each plan must provide outpatient care up to one-third of the
premium cost, that coverage during an individual's temporary absence from the
State must be included, and that plans of both the indemnity and the service
variety must be offered in all of the States. This last provision is weakened by
the qualification that service plans need only provide service benefits in part,
with no limitation on how small the service part may be.

Thus, it is altogether possible that a plan could obtain approval to partici-
pate in the proposed program and receive Government subsidies under it while
providing partial and inadequate indemnification for only a few of the services
and only some of the care listed by Senator Javits.
.. Negotiations with carriers

The task set by S. 3350, for 50 State governments, to negotiate with a multi-
tude of insurance carriers is not only formidable, it is most unlikely to be car-
red to a successful conclusion. Early this year, a crack task force of experts
within the U.S. Civil Service Commission, trying vallanitly to negotiate one
similar program for far fewer people (U.S. Federal employees), was nearly
overwhelmed by the complexity of the task.

The original authors of S. 3350 were perhaps not unaware of this difficulty,
for the analysis which accompanies the bill states that "In instances where
State cannot contract with a private carrier, State is permitted to provide the
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coverage." At some stage, however, the provision of the bill to which this state-
ment refers must have been deleted, for it can be found nowhere in the bill as
introduced.

5. Itwome test
We cannot conceive of any way that the Income test provided for in S. 3350

could be made to work with any degree of equity and some guarantee of the
preservation of the dignity of the potential health plan subscriber. There is no
indication In the bill as to whether it would be a State or Federal agency which
would bear the responsibility of prying Into the income of the elderly citizens of
the Nation. The income test as proposed is clumsy and inequitable.

6. Use of commercial insurance carricr8
Commercial insurance companies would be eligible, along with nonprofit health

plans, to write Government subsidized health insurance for ol people under
this proposal. There is no evidence available to lead one to believe that a sub-
stantially greater part of the subsidy would go into benefits for old people than
would go into insurance company profits.

Fifty years of practical experience in the field of workmen's compensation
demonstrates that putting what is in essence a social insurance program In
tile hanls of commercial carriers results In extravagance, waste, ineiliclency,
.a1( deterioration of the basic purposes of the program. In 1959 employers
in the United States paid $1,235 million to private insurance carriers to insure
their risk under State workmen's compensation laws. In this same year the
insurance carriers paid cash and medical benefits in the amount of $694,373,000;
in other words, 50.2 cents out of every premium dollar went into benefits to
injured workmen and their dependents that year.

The total benefits paid under all accident and sickness policies underwritten
In the United States by commercial carriers in 1958 amounted to 71.2 cents
out of each premium dollar. Under individual policies only 48.6 cents of each
premium dollar went into benefits in 1958.

The record of commercial insurance carriers with individual noncancelable
policies, to which the policies in the Javits bill would be most analogous, was
even worse. Under these policies, during 1958, only 40.8 cents out of each
premium dollar was paid in benefits.

We trust that the objective of Senator Javits and his colleagues who are
cosponsors of S. 3350 is the same as ours: to find a way to lighten the financial
burden of sickness in old age. We are dismayed that they should propose a
route to this goal so circuitous that it cannot reach the goal at all.

There is a direct and workable method: the use of the social security system.
The use of the social security system would allow aged people to draw

benefits as a simple matter of right, with their income or their poverty not at
issue. The funds under a program like the Forand bill would go into health
benefits for old people and not into Insurance company profits. Financing
would come from the contributions made by people during their working lives,
with a matching contribution by employers. There would be no added financial
burden on Federal or State Governments, or on the meager incomes of people
who have retired.

The Forand bill would make it possible for voluntary insurance plans, both
commercial and nonprofit, to grow and prosper by relieving them of a risk
with which they cannot cope. It would provide health benefits to old people in
an effective and economic way.

INHERENT DEFECTS OF THE TYPE OF hEALTh1 PLAN FOR TiE AGED PROPOSED
BY TUE EISENHIOWER ADMINISTRATION

The plan presented by Secretary of Health, Education, and Welfare Arthur
S. Flemming to the House Ways and Means Committee on May 4 contains
inherent shortcomings which cannot be overcome even by major modifications.

The executive council of the AFb-OIO on May 5 stated that "We are forced
to conclude that this program has evidently been shapd to meet the political
demands of an election year rather than the urgent needs of the aged." Presi-
dent Meany told the press that same day that his personal opinion was that
the Flemming program would be worse than no bill at all.

The administration has not yet introduced a bill spelling out its proposal
nor has it released to the public detailed information on its actual operation or
cost. But enough is known to warrant conclusions on the serious disadvantages
of this type of approach.
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A. SHORTCOMINGS OF TIE ADMINISTRATION PLAN

The major inherent defects are as follows:

1. The proposal rejects the most universal, economic, and dignified approach,
namely the use of the old-age, survivors, and disability insurance system

Through social insurance, people can contribute during their working years
and be assured benefits in their old age as a matter of right in whatever State
they choose to live. After retirement, they need make no contribution.
2. The federall Government abdicates its responsibilities to the aged by waking

the payment of any benefits completely dependent on action by each of 50
K Ktatc legislaturcs and Governors

Even most of the decisions as to the nature of the program are left to the
States, including, apparently, such important aspects as methods of assuring
that individuals would actually get the benefits outlined, any minimum stand-
ards as to quality of care that would be paid for, any safeguards against excessive
charges, and any regulation of the practices and profits of the commercial
insurance companies involved.

Some $600 million or more of Federal funds would thus be made available
to support State plans which could be highly inadequate and wasteful, with
large sums going to subsidize commercial companies.

This abdication to the States flies in the face of known facts about the diffi-
culties of securing effective and constructive State action. Many States are
financially impoverished since they are having to meet ever-higher expenses for
schools, health, and many other programs. Governor Rockefeller has un-
doubtedly expressed the views of many other State officials when he says that
the administration plan could result in "a very serious fiscal situation, very
high costs, and cumbersome administration."

Close to 60 percent of all State tax revenues come from regressive sales taxes
levied on consumers, and the necessary $600 million of State funds would be
largely raised through heavy levies on low-income people, including the aged
themselves.

The AFL-CIO State labor organizations know from long experience the diffi-
culties that they encounter in securing liberal social laws and adequate appro-
priations at the State level. The conservative elements which always oppose
such legislation would either block any action or insist on the inclusion of
damaging provisions directed toward the demands of the insurance industry
rather than the needs of the aged.
8. The proposal would not in fact provide the real help that most aged persons

require
The huge cash outlays that would have to be made by each before he could

receive any benefits would mean that the majority of the aged who have incomes
of $1,000 or less would not subscribe at all or would be forced to exist on still
more meager budgets for food, rent, and other necessities. Only the aged who
are on public assistance would not themselves have to make large payments
before becoming entitled to benefits. The program is thus completely inadequate
for the very group who must desire a constructive program, namely the people
living independently on modest means who want security combined with dignity.

The financial barrier to seeking early, preventive care would remain. Medical
costs would continue to be an ever-present threat and would in fact wipe out
lifetime savings.

Some illustrations indicate the financial burden involved. A person with
annual medical bills of $700 (and the Secretary indicated that 15 percent had
average bills of this size) would have to pay more than half of this cost out of
his own limited income.

Take the case of a widow over age 65 with an annual income of $880-which
Is the median income of all women over 65 with any money income at all. Let
us assume she has a medical bill of $440-half of her annual income. Under
the administration plan, she would have to pay herself $24 in enrollment fees
for that year. plus $250 deductible, plus 20 percent of the remaining bill, or
$38-a total of $312. Her total reimbursement would be only $152. She would
have as net income for that year the sum of $568-less than $11 a week.
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4. The proposal would not make benefits available as a matter of right but
instead would require a yearly income test which is still uncertain in its
content and inevitably confusing and inequitable In its application

Some persons with iromes just above $2,500 would not qualify while others
with higher incomes would continue to be eligible for the subsidy once they had
met. the test. For elderly people not familiar with complicated forms, this type
of requirement would lead to great confusion and anxiety. Millions of older
people would thus suffer indignities, especially since Secretary Flenmimig con-
templates that tile program would be administered through the Slate welfare
departments.
5. Adininistration would be costly and unnecessarily complicated, involving the

use of at least 50 different State agencies as well as a Federal administra-
tive agency, plus commercial insurance companies

As imuch as one-sixth of the total Federal-State appropriation might well be
needed for administrative cost alone. This would mean an amount equal to one-
third of the total Federal alp)ropriatlon. Instead of utilizing the eligibility al-
ready established for old-age and survivors insurance benefits, the annual in-
comle test would In itself require a substantial staff if flagrant and widespread
abuses were to be avoided.

In connection with the actual payment of clahns by individuals, the State
agencies and insurance companies would either have to have a large staff to
substantiate evidence as to whether bills had actually been paid or would dis-
burse huge sums without investigation.
6. The prospective use of commercial insurance carriers, both, as agents under

the ,tate-ruii plan an1(d as independent operators under the optional plan,
introduces undesirable elements of many kinds

The AFL-CIO executive council stated: "52 years of experience in the
field of workmen's compensation amply demonstrates that the use of comamer-
(.ial insurance in what is essentially a social Insurance program is inefficient and
extravagant. It Inevitably results in channeling a large portion of the premium
dollars away from the beneficiary and into the coffers of private insurance
companies."
The administration l)roposal has apparently been shaped to meet the objec-

tives of the commercial insurance carriers. It adopts one of their preferred
patterns, namely major medical insurance, with a huge deductible amount and
coinsurance. This is in contrast to the preferred policies of the leaders of the
Blue Cross movement, who favor complete payment for early days of hospital
(li re.

The 5lsslbllity of overutilization of facilities should be avoided not by finan-
cial barriers, which keep people from receiving necessary care, but by hospital
review committees and similar procedures which the leaders in the health pro-
fessions already favor.

The administration proposal involves no Federal standards for commercial
insurance companies, in spite of the wealth of evidence that State regulation
has proved ineffective in protecting consumers from many abuses, such as can-
cellations, exclusion of persons with chronic ailments, excessive charges, and
even loss of protection through bankruptcy.
7. The proposal is no more "voluntary" than uise of the social insurance mecha-

nism
As the New York Times editorial of May 10 points out, "the administration

bill involves the same, but a less obvious, kind of compulsion. Taxpayers as a
whole-including those not given protection-would be compelled to cover the
costs of State and Federal subsidies."

Elderly persons themselves would have to pay taxes even though not protected
in the State where they live or because of incomes above the level set. Younger
persons would not be assured that when they reached age 65 they would get any
benefits in the State in which they then resided.

IIea'lth benefits added to old-age and survivors insurance could be supplemented
by private policies if the individual desired, just as present benefits are supple-
mented in ninny cases by annuities or life insurance. But the administration
proposal would tend to impose the major medical approach, with its undesirable
features, on the State programs and on Blue Cross. Thus, Individuals would
have a narrower choice, not a broader one, in terms of the type of protection
available.
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8. The wide variations in the State plan would create 8crious barriers to effec-
tive protection of the aged

Any State which attempted to finance and enforce an adequate program within
the loose Federal framework provided would find itself at a competitive dis-
advantage In regard to taxes with States which had no programs at all or very
poor ones. The very States which would receive a higher proportion of Federal
assistance, because of their low per capita incomes, are often the same States
which permit or encourage the movement of industries Into their areas through
the lure of low taxes. The higher income States, which would bear a larger
portion of the Federal financial load, would receive proportionately less in return
and encounter increasingly the contention of businessmen that they must reduce
their taxes in order to retain and attract industry.

For the aged, the State-by-State approach would introduce great complexities
and inefficiencies. It is by no means clear how a person who moved from one
State to another within a year, or purchased medical services in the District
of Columbia .although living in Maryland or Virginia, would be assured of receiv-
ing full credit or repayment of the type theoretically promised. Difficulties and
inefficiencies all too familiar in connection with unemployment compensation
and public assistance would be accentuated under the administration proposal,
with each State setting its own standards, if any, as to licensing requirements,
maximum fees, and related specifications.

9. Xo provision. is made for taxes to flnance the Federal share
Under the Forand bill, sufficient funds are provided through the payroll tax

as in other sections of the old-age, survivors, and disability program.

B. THE ALLEGED AI)VANTAGES OF THE ADMINISTRATION PLAN

The above description of major shortcomings of the administration proposal
is in itself a refutation of many of the arguments as to its advantages. Certain
claims of Secretary Flemming and Vice President Nixon and others need further
analysis.
1. The administration proposal loes not "pinpoint the area of greatest need"

Unlike the Forand bill, it requires aged persons, with their low incomes, to
pay large sums themselves before getting help with their medical bills. (See
item 3 above.) Even Secretary Flemming estimates that only three-fourths of
the theoretically eligible people not on public assistance would take advantage
of the opportunity offered through paying the enrollment fee of $24 per person
per year.

The Forand bill, as it now stands, would provide benefits to more aged persons
in its first year of operation than would the Secretary's plan, according to his
own estimates. For those on public assistance, the proposed use of the new
system of benefits would result in less return per dollar expended insofar as the
elderly themselves are concerned.

We understand that State welfare administrators oppose the Flemming pro-
posal as a substitute for the social insurance approach.

An increasingly large proportion of older people will be entitled to old-age
and survivors insurance benefits in the years ahead. A smaller and smaller
proportion will be without such protection and, therefore, would need to have
health protection furnished in some other way than through the inclusion of
health benefits in the OASDI system.

Certain obvious steps can be taken immediately or in the near future to assist
the one out of four aged persons who would not receive health benefits under
H.R. 4700 as now written. About 11/2 million of these persons are now covered
under Government programs for their own employees, by the veterans' programs,
or by the railroad retirement system. These groups could either have special
legislation to provide them with health benefits or they could be included in the
Forand type of bill, as the railroad unions have requested.

If health benefits are added to OASDI, the old-age assistance rolls will be
reduced, since 700,000 of the old-age assistance recipients now also receive old-
age benefits. In the years ahead an increasing proportion of the elderly would
have their savings protected against heavy medical costs and not have to turn
to public assistance at all.

For those who must turn to public assistance more effective methods of paying
for health care are desirable. But Federal funds available for this purpose will
be more effective if utilized in accordance with the recommendations of the
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Advisory Council on Public Assistance than if used for the purchase of major
medical insurance.

Another possible approach for those not already under any of the social Insur-
ance programs is to provide health benefits as a matter of right out of general
revenues in a manner similar to that included in the McNamara bill, S. 3503.
2. If the Congress wishes to include a broader package of benefits in the legisla-

tion, additional types (wit be added to the Forand bill
The basic advantages of prepayment during working years and receiving

benefits its a matter of right applies to any kind of benefit. In testimony before
the Ways anl Means Committee In July we indicated that it would be desirable
to explore the possibillity of adding outpatient diagnostic care and home-nursing
care through a community agency.

3. Phe administration plan does not avoid the objections of those who fear that
a Gover ninent program i will ican "socialized medicine"

Like the Forand bill, It would require the use of fee schedules and negotiated
rates. But instead of one Federal set agreed upon by each provider of service,
there could theoretically be 50 different State schedules.

Actually, as the New York Times editorial points out, "under the Forand bill
neither hospitals nor surgeons taking care of beneficiaries would be under Gov-
ernment control."

Senator FRE'A. I would like to ask one question of Mr. Cruik-
shank.

I think you read a telegram or a statement made by the Governors,
conference, and in it you said that recognition of need by States-
was that a correct intrepretation ?

Mr. CRUIKSHANK. If I said that, I think I was in error. What I
meant was that the Governors now recognize the need to take action
in this area.

Senator FEAR. Yes. Do you think that was meant that the Fed-
eral Government should take action in lieu of State action or action
by Governors of different States?

Mr. CRUIKSHANK. Well, the resolution and the telegram, there were
two actions from Glacier Park.

Senator FREAR. Yes.
Mr. CRUIKSIIANK. Both asked the Federal Government to take

action in this arct.
Senator FREAR. Do you think that is a proper approach, and what

I mean is to ask you this, do you think that the Governors of the States
should ask the Federal Government to take action in this area when
this, as the chief executives of their own States are or seem to be pass-
ing this problem on to the Federal Government when actually it i.
a part of each State?

Mr. CRUIKSIHANK. Well, I think that the Governors are simply sup-
porting the use of the social insurance mechanism here to meet this
problem, and they are expressing a view with which I would agree,
and I think many experts in social security would agree, and it was
ado pted as a basic policy in 1935 that these risks, the risks of old age
are lifetime risks, and that they cannot be met by an insurance pro-
gram on t State basis, that they are lifetime risks, with people moving
all over the country, working In all parts of the country and that the
only way that a social insurance mechanism can meet this is a Federal
social insurance mechanism.

Now, I haven't read actually the telegram, but, while I have heard
about their action it would indicate what they are supporting the social
insurance approach to the problem.
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Senator FREAR. You don't think, then, the Governors are shirking
their responsibilities in taking care of the aged in their State in not
proposing a plan in which the State in some form or another, either
in conjunction with the Federal Government pr on its own take care of
its aged.

Mr. CRUIKSIIANK. No, quite to the contrary I think the Governors
are making a deliberate decision as to what they consider an appro-
priate Federal function as against an appropriate State function.

Senator FREAI. In other words, it is your opinion then that the
Governors have said this is purely a Federal function and is without
the realm of the chief executives of the several States?

Mr. ClUIKSIIANi. I don't believe I could quite interpret it that far.
I don't think they have said this is purely a Federal function. I think
they said, in fact I know they said, that the best mechanism meeting
this the major part of the problem, is through the social insurance
mechanism which only the Federal Government can operate.

Now, they have a lot of the problem still with them, and they will
have a considerable part of the problem still with them if our proposal
is adopted, and I think they are prepared to carry that part of the
problem under a Federal-State setup.

Senator FREAR. I think that is true, because if I understood your
proposal correctly, those who are not covered by social security would
not be protected.

Mr. CRUIKSANiK. Well, they would have the Federal-State protec-
tion as proposed now in the House bill.

Senator FREAR. What is Federal-State protection, is that a joint
enterprise?

Mr. CRIuIKSIIANK. Yes, sir, just as public assistance is, sir.
Senator FnIAR. Just as old age assistance is?
Mr. CRUIKSHANK. Yes, sir; that is correct.
Senator FnEAR. Do you think that that is worked fairly satisfac-

torily?
Mr. CRIxMSHANK. I think it has worked quite satisfactorily on the

whole. We certainly have made a great deal of progress from the days
of the county courthouse but we have always recognized, and I think
that the Governors, and i think the States and the welfare people in
the States have recognized, that since 1935 our national policy has been
that the first line of protection is our social insurance system.

Now, they have always understood there would be some people who
would fall between the meshes of this net and that you need a second
line of protection. There will always be some people out of the social
security system, whether it is a health system or whether it is an old-
age, survivors and disability system. From the first, title I of the
Social Security Act was a joint Federal-State old-age assistance pro-
gram which would catch those people who fell through the meshes of
the net of social insurance.

So if this provision of social insurance could be added to the provi-
sions of the present I-louse bill, it would be consistent with what Con-
gress has done for the last 25 years: make its first line of defense its
insurance system, its second line of defense a public assistance system
shared by the State and the Federal Governments.

Senator FREAR. Well, you are giving me a pretty broad explanation
that I really didn't ask for, but I am glad to have it. However, I
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think, this is a personal point of view, I have a, great admiration for
those who want to protect and care for the aged, and especially the ill
who are aged or the aged who are ill, and I am sympathetic with that
type of program, although basically I feel as though the States, in
their rights, should not ignore their responsibilities, and certainly one
of the responsibilities of the States should be the protection andcare
of the aged. I, therefore think we should not generate this into a
purely Federal program but it should be a cooperative deal. As a
matter of fact, I would be much happier if it were purely State, but
I recognize the difficulties of that. But I do think the States should
not give up their responsibility in the protection and care of these
indigents and aged. Therefore, I feel as though they should have a
part in it and die only way for them to have a part and to be respon-
sible is to have a financial part.

Mr. CRUIKSIIANK. Well, I don't think that the position of the
Governors is one of abdicating their State responsibility.

Senator FREAR. Yes, abdicating you said?
Mr. CHUIKSITANK. Abdicating.
Senator FREAR. Yes, that is right.
The CHAIRMAN. Thank you very much.
Mr. CRUIKSHANK. Thank you, sir, and thank you, gentlemen.
Senator DOUc.LAS. May I ask a question?
Mr. Cruikshank, I want to thank you for your very able testimony.

There are two or three questions, however, that I should like to rtsk.
The first is, is it not more desirable to have ample provision for nurs-
ing in the home for the aged than too much emphasis on hospital
care? Is not the health problem of a great many of the aged a type
of senility, which does not require hospital care, where, with practical
nursing, or with supervised skilled nursing, the ordinary needs of the
aged persons can be met in the home itself ? If these benefits are not
provided, but hospital benefits are, the tendency will be for the aged
senile to go into the hospitals and to stay there. Will not the hospitals
therefore become more or less warehouses for the aged senile? So
the question I should like to raise is really this, Should we not develop
the nursing in the home provision more fully than in the Forand bill
because in the Forand bill I believe it is left out completely?

Mr. CRUIKSHANK. That is correct.
Senator DOUGLAs. And it seems to be somewhat skimped in your

testimony where you provide, you say, "payment would be made up to
365 days of hospital care and subsequent skilled nursing home ecup-
erative care for 180 days, for visiting nurses services in the home."

Now, in the shading;s of emphasis, shouldn't we give a good deal of
emphasis for nursing in the home even though we may provide the full
provisions for hospital care?

Mir. CRUTIKSHANH. I think that isa. very sound position Senator.
In effect, you are doing that, I believe when you put in these two

deductibles. You are in a sense thus discounting hospitalization, al-
though, of course, we always have to remember that the decision to go
to a hospital is not the ini;idual's decision. He can only go when his
doctor sends him to the hospital, and doctors try, I am sure, to make
that decision on a strictly medical basis, but doctors are human, too,
and when they see a person who is in need of care, and there is not
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proper care in the home, the doctor probably has a great deal of emQ-tional pressure on him to send the person to the hospital.
Senator DOUGLAS. Exactly.
Mr. CRUIKSIIANK. If there were home nursing services available

and a method of paying for them such as we are proposing here, that
doctor would not have that hard choice to make. Consequently, you
could not only meet the humanitarian and social need here, you could
meet part of your economic need. You can take care of a person at a
home with a minimum home nursing service, at a fraction of the cost
of what it needs to maintain him at an expensive hospital.

Senator DOUGLAS. I am very glad that you say that., Mr. Cruik-
shank, I am sure you have taken part in informal conversations about
the drafting of the proper bill, and I would like to register my own
very deep concern that adequate provisions be made for home nursing
and also that if necessary to finance this, we could cut down some-
what on the amount of hospital care.

Mr. CRUIKSIIANK. Yes, I think so. Actually, the nursing home
services are a very small part of the financing those that could be
provided under community visiting nurses associations, the cost esti-
mate is one one-hundreth of 1 percent of payroll.

Senator DOUGLAS. Well, I don't mean to have merely visiting nurses,
but practical nursing from people who come in for an hour or so a day,
to help fix up the oldperson.

Mr. CnUSITANK. Yes, I think they should be under the super-
vision if they are practical nurses, of registered nurses and doctors.

Senator DOUGLAS. That is quite all right. But there is such a thing
as overprofessionalizing the service, too, because you run up the costs
under those conditions.

Mr. CRUIKSHANK. Yes, but we wouldn't want to be paying for
poor medical care in any event.

Senator DOUGLAS. I am not proposing that we swamp the profession
with Sarah Gants, but I do think that practical nursing has a
distinct place.

Mr. CRUKSIANK. Yes, I think this can be worked out, Senator.
Senator DOUGLAS. There is one final question. You say that you

can have the social security approach used which would cover approxi-
mately 111/2 million of the 16 million over the age of 65.

Mr. CRUIKSHANK. A little more than that. It would cover nearer
121/2 million.

Senator DOUGLAS. 12 1/ million.
And those on public assistance could be covered under the title 6

of the House bill. That would be 1.8 million?
Mr. CRUISnANK. Roughly that; yes, sir. And then you would

cover the railroad people in the-
Senator DOUGLAS. There is an intermediate group of people who

are not on public assistance and not under social security. These
are mostly the professional people who were not covered prior to the
1950 act, and who have limited incomes, who would never under any
conditions submit themselves to the means test. Should there not be
some intermediate method for caring for them? I though that one
of the great merits of the McNamara bill was that it did include these
people who number approximately, as I remember it, 1.3 million.

Mr. CRUIKSHANK. Yes; roughly that.
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Well, there are various devices, of course, in which this problem
can be met. Our immediate proposal is that with the addition of
this, to which could very readily be added the railroad coverage this
proposal to the present House bill, I think you fill all the chinks in
by one device or another.

Senator DOUGLAS. Well, but you still have a very large number of
people who are not under social security, not under old age assistance,
but who are in a zone of need.

Mr. CRUIKSHANK. Yes. You can meet them under the mechanism
of the social security, but I don't think they should be charged to the
trust fund.

Senator DOUGLAS. I agree with you.
Mr. CnUIKSIIANK. The Federal Government, the mechanism of

social security-
Senator DOUGLAS. Could you not provide a plan such as that which

Senator McNamara proposes where these could be provided by Fed-
eral grant?

Mr. CIRUIKSHANK. Yes; that is what I mean.
Senator DOUGLAS. Along the lines of the administration's plan?
Mr. CIRUIiSxIANK. Yes, or the House bill.
Senator DOUGLAS. Yes.
Mr. CRnUIKSHANK. Any of these variants, and when you take out,

say, the Government employees, which are a large group that are not
in social security, and you take out the railroad groups, you have
reduced that to a pretty small figure. There is now before the Con-
gress a provision to provide care like this for the Government em-
ployees, and it would be very simple to amend the Railroad Retire-
ment Act, to integrate that with the proposal your committee would
bring out, to reduce that. to a minimum. The minimum is very im-
portant, if you are one person who happens to be in that minimum.
But that can be done as the McNamara bill proposes by bringing
them in and making a payment out of grants by the Government to
cover it.

Senator DOUGLAS. Thank you very much, and I want to congratu-
late you on the testimony.

Mr. CRUIKSHANH. Thank you, sir.
Senator HARTKE. Mr. Chairman, may I be permitted to ask a ques-

tion or two.
The CHAIR-MAN. Yes, sir.
Senator HARTKE. Thank you.
I would like to ask you 'Mr. Cruikshank, as I understand it you

represent wage earners; isn t that right?
Mr. CRUTKSHANK. Our members are mostly wage earners: yes, sir.
Senator IHARTKE. And generally speaking, Secretary Fl mming

contends that the social security alproach is detrimental to the wage
earner's best interests, and he claims that the Federal-State approach
would place the Federal cost onto a progressive tax base, rather than
onto, as lie claims, those people who are less able to support it, the
wage earner.

I wonld like for you to comment, not at length, but on this conten-
tion of the Secretary of Health, Education, and Welfare.

Mr. CRUIKSHANK. I am surprised that the Secretary takes a posi-
tion that you describe, because he administers this program and he
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must know the history of this, that the wage earners themselves have
been the first to say that this is the mechanism which we prefer. It is
strange to us that the people who object to the payroll tax are not the
people who pay it. Somebody is always coming in to protect our
membership, our people against paying a tax which they themselves
want to pay.

I think that when it was proposed back in 1953 that the social secur-
ity contribution rate be held down to 1 percent which it was at that
time, and the scheduled rate which was then in the law, not be allowed
to go into effect, there was ore of the greatest outpourings of mail and
telegrams from the very people who have been affected, saying,
"Please allow this increase to go into effect." Working people
know that money doesn't grow on bushes and if they want a sound
insurance program that is soundly underwritten, they are going to have
to pay their share of it, and they are the people who are wanting to
extend this type of protection to the health bill, or to their health
problem, so not only is there no objection on their part, there is an
acceptance of this mechanism. They want it and they are willing to
pay for it.

Senator HAIRTKE. Let me ask you another question.
The Secretary also contends that the administration proposal in-

cludes physicians' fees whereas most of the other proposals do not.
Would you comment on the absence of the physicians' fees, and do you
think it should be included in any bill?

Mr. CRUICKSHANK. Well, that, again, is something which we are
confronted with. You can have this broad spectrum of benefits, you
can cover everything you want to and every time you do you raise the
costs, and the Secretary's proposal really in one way does not include
the physicians' fees, anyway. It only authorizes States to pass ap-
propriations which can include physicians' fees. That is they may or
may not be included.

But we feel that it is a sounder approach to do just what Congress
has been doing for 25 years, to start with a manageable part of this
problem, explore it, develop our administrative techniques and ex-
pertise, see how it works and not try to bite off a whole thing at once.
Take the things that are of the most urgent need and are manageable
in size, undertake those, and see how we make out, and then let Con-
gress look at it in another year or 2 years and see how this program
is going. Services of the physician in the home and office are an im-
portant part of a health program. But they are not included in our
proposal because we are just not consciously covering the whole thing.
We are trying to take a manageable part of it and see how we make out
with it. "% -

Senator HARTRE. May I ask you this, sir, what about a separate
fund not connected with the social security -fund, would you care to
comment upon such a proposal?

Mr. CRUIKSHANK. Well, I think it has distinct advantages. It
would still permit you to use the social security mechanism. We did
that with disability, and it has proven to have some advantages and
I think it might be very well to have a separate fund in which the
administrators of the program had to cut their cloth to the income of
the funds, and they could not commit themselves beyond the income
of the fund. I think it might have definite advantages in keeping the
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Public and Ch4 gress informed in clear bookkeeping, a simple way of
lust what this was costing, just what the income of this was without
intermingling it with any other fund. I think there might be real
advantages to this.

Senator I-LAWRKV. Let, me ask you this, Mr. Cruikshank, in regard
to health care for the aged, even though it be charitable, somebody
has to pay that bill; isn't that true?

Mr. CRUIKSTTANK. Yes, sir.
Senator I-IAir'rK. And the only way that you can cut down on the

cost, is to cut down on the care?
Mr. CRTI5SIIANK. That is right.
Senator IiTxrrrc:. And the substance of this is for about 16 million

people today that society, in one form or another, not Government,
but society, is not providing for medical care and saving itself part of
the cost.

Mr. CytuisIT,\.;K. That is correct.
Senator IAiTKEr. And
Mr. CRUIRSTIANK. At the cost of the old people themselves.
Senator IARTK. At the cost of the old people in their minds as

well as in their physical well-being.
Mr. CRniTKsi,%NK. That is correct, yes, sir.
Senator HARwrKE. And that is why the Secretary, along with every-

one else, I think, agrees that this is a present, human need, national
in scope, which a National Government should meet now in this Con-
gress. I think that is why it is very important that we understand
that the wage earners' representatives here agree to the general
principle of the need.

I would like to point. out to you, however, that in regard to your
statement about the broad array of benefits which were provided, and
then you say provide mechanism which would prevent, many of them
from receiving their benefits. In other words, you said ducking the
problem.

This situation, and not so uncommon, could develop under this
proposal. Take a 66-year-old man earning $3,600 a year. He is
single, he gets ill, he retires under social security at, say, $80 a month.

-To would be force to wait, first, in order to get on in'the enrollment
period, to pay that $24 fee, until his annual income was below $2.500
in any fiscal year, in order to be eligible to enroll, and under such a
proposal it. would be not unusual at all that he would probably have
fo wait as long as a year in order to get. coverage, and in the meantime
he could have hundreds and maybe thousands of dollars of expense.

M'. CRITTKSIIANc. That is quite true, yes, sir.
Senator T-TARTKE. In other words, this program as submitted by the

administration is like a boy with a bad burn, and we put butter on
it, it, cooled it off for the 'moment, didn't do much good but made
everybody feel like you have done something.

Mi'. C*TsTT,-K. That is right. I believe that is a fair character-
ization of it.

Senator HTATKE. All right. Thank you, sir.
The (TATTI rAN. Thank you, sir.
Mr. CITTHsTANK. Thank you very much.
The CIhAIRMrAN. The next witness will be presented by Senator

Curtis.
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Senator CURTIS. Mr. E. J. Faulkner.
Mr. Chairman, in presenting Mr. Faulkner to this committee I

wish to present him not only as the president of the Woodman Acci-
dent Life Co. of Lincoln, Nebr., and representing three important
associations, but I would like to present him as one of our outstanding
citizens of Nebraska, an individual who has given much time to pub-
lic service, serves on many community committees and commissions,
and his views on this as well as other issues represent, reflect, rather,
his devotion to the public good, and the interest of our economy and
our people generally.

Mr. Faulkner?

STATEMENT OF E. J. FAULKNER, AMERICAN LIFE CONVENTION,
HEALTH INSURANCE ASSOCIATION. OF AMERICA AND LIFE IN-
SURANCE ASSOCIATION OF AMERICA; ACCOMPANIED BY DAVID
ROBBINS, ASSISTANT DIRECTOR OF RESEARCH, HEALTH INSUR-
ANCE ASSOCIATION

Mr. FAULKNER. Mr. Chairman, and gentlemen of the committee,
I thank the Senator for his very gracious introduction. As he has
told you, my name is E. J. Faulkner, I am the president of Woodmen
Accident & Life Co. of Lincoln, Nebr., and I appear today in behalf
of the American Life Convention, the Health Insurance Associa-
tion of America and the Life Insurance Association of America.

The gentleman who sits beside me is Mr. David Robbins who is
the assistant director of information and research of the Health
Insurance Association.

The association for whom I speak today include in their member-
ship insurance companies having in force approximately 90 percent
of the voluntary health insurance underwritten by insurance com-
panies in the United States and Canada.

My comments are directed particularly to title 6 of H.R. 12580,
which would add to the Social Security Act a now "Title XVI-Med-
ical Services for the Aged."

What action, if any, Congress should take to impose on the Federal
Government greater responsibility for financing some health care
costs for certain of the aged is a question that demands the most
judicious and unhurried appraisal. Many proposals now pending
on this subject would have the most profound and harmful effects on
our economy and present arrangements for provision of health care.
Particularly when it has not been established that any crisis exists
in the financing of the health care of our senior citizens, when not a
single substantiated case has been brought forward in which an aged
person who needed and sought health care has been denied it because
of inability to pay, and when the whole situation surrounding thigh
question is characterized more by confusion than by clarity, we urge
that you adhere to your tradition of high responsibility by avoiding
action until the proper course is clear. The confusion and marked
diversity of view pertinent to this subject are well illustrated by the
large number of sharply varying proposals now pending before youi
committee. Within the limited time set for hearings and considera-
tion, the multiple facets of this subject cannot be thoroughly eval-
uated.
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The insurance business has made giant strides in providing volun-
tary protection for the whole American people including the aged.
Specifically, several methods are being employed to provide the aged
with protection against the costs of health care.

Under group health insurance there are three principal ways through
which benefits are provided for older persons and their depend-
ents.

The first is by continuance of their benefits while they remain in
active employment past normal retirement age.

The second is through the continuation of their health insurance
after they retire.

The third is by conversion of group benefits to individual policies
at retirement, and I may say, sir, parenthetically, that in these devices
the insured person frequently has the assistance of his employer in
paying the premium.

Particularly in the short period since 1952 there has been a spectacu-
lar growth in group coverage of the aged-especially the retired aged.
For example, the increasing effectiveness of voluntary programs is
demonstrated in a recent survey of private employee benefit programs
in New Jersey. Of the 538 plans reporting, 94.9 percent of today's
employees will have hospitalization coverage available to them after
retirement. This contrasts with 42.6 percent in 1950 and 17.5 per-
cent in 1940.

Individual health insurance for retired persons providing lifetime
coverage on a guaranteed renewal basis is widely available. This
coverage can be purchased at advanced ages without evidence of good
health. Contracts are now available to people at younger ages which
become paid up at age 65 providing lifetime coverage without fur-
ther premiums payments.

The insurance business is proud of this progress. It is in the public
interest. It has brought the protection of voluntary health insurance
to 130 million Americans of all ages. Certainly the Congress will not
wish to take any action which would halt this progress and destroy
voluntary health insurance for the aged.

Despite the remarkable progress made by voluntary insurance,
there is doubtless a small residual group among the aged for whom
costly illness may present a serious problem. However, the dimen-
sions of this problem have never been adequately established. There
is increasing evidence that the conclusions reached by some about the
status of the aged and manner in which their health care is financed
are not well grounded because they are premised on fragmentary, in-
adequate, and incomplete data. The most prevalent erroneous assump-
tion or impression is that most of the aged of our country are not able
to contribute to financing their own health care costs. Where adequate
surveys have been made, the inaccuracy of such a presumption is estab-
lished. For example, in Vermont, which has the highest portion of
aged citizens of any State, a survey of aged patients showed that over
80 percent had the resources to pay their doctor bills from Blue Shield
or insurance benefits, income, or savings. In the absence of positive
proof that a majority of our aged are unable to provide for their
own health care needs, we submit that it is socially and economically
undesirable to adopt a Government plan providing health care cover-
age for all retired individuals as a class.
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H.R. 12580 seeks--
to assist aged persons who are not eligible for public assistance, but do not
have the means to pay their medical bills when illness occurs or continues.

The bill seeks to accomplish this objective within the framework of a
Federal-State program with broad discretion allowed the States.

The insurance business has long supported the concept that older
people who are unable to finance the cost of health care for them-
selves b-cause of limited financial means should have assurance that
health care is available to them when they need it. To that end, we
have supported public assistance programs to supplement the efforts
of private agencies. To the extent that this principle is embodied
in H.R. 12580, we support the bill. However, H.R. 12580 could be
implemented by the States through the use of such liberal eligibility
tests as to provide health care assistance for individuals and families
who might otherwise provide for their own health care through in-
surance. The insurance business opposes any program, at the Federal
or State level, which would produce such a result.

In summary, the insurance business has examined all the proposals
pending before Congress for financing health care costs of the aged.
It is our considered opinion that all of them with the possible ex-4
ception of H.R. 12580 would mean the end of voluntary health in-
surance of the senior citizens. Additionally, many of these proposals
would impair or destroy the private practice of medicine, would add
immeasurably to our already crushing tax burden, would aggravate
our severe public fiscal problems, and would entail the other undesir-
able consequences pointed out in our testimony a year ago before
the House Committee on Ways and Means, reference H.R. 4700.

We urge upon you the advisability of deferring action to place upon
the Government further responsibility for the health care costs of
the aged until more adequate and accurate information is available.
Consequently, we strongly recommend that the committee withhold
approval of any health care proposal. We feel that in no event should
it go beyond reporting the House-approved measure, H.R. 12580.

Thank you, sir.
The CHAIRMAN. Thank you very much, Mr. Faulkner.
Any questions?
Senator DOUGLAS. Mr. Chairman, may I ask Mr. Faulkner, did I

understand him to say that he would prefer that we should not pass
title VI of the House bill, that title being medical services for the
aged? Your preference would be that that title not be passed, is that
correct?

Mr. FAULKNER. It is my judgment, Senator Douglas, that the con-
fusion rampant on this whole subject is such that the course that is in
the public interest is the course of unhurried appraisal and delibera-
tion. Let us get the facts. Let us view the problem carefully and in
an unhurried way, and then I believe that the proper course in the
public interest will be clear.

Senator DOUGLAS. If I may translate into immediate legislative
action, do I understand that you oppose the passage of title VI at this
session of Congress or this year?

Mr. FAULKNER. My position, sir, is that the Congress will serve
the public interest by taking no action on a health-care proposal at
this time.
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Senator DOUGLAS. Therefore, you do not believe we should pass
title VI?

Mr. FAULKNER. That is correct.
Senator DOUGLAS. Thank you.
May I ask other factual questions, and especially those covered in

your testimony? Do you have in your association any statistics indi-
cating how many workers below the age of 65 are entitled to hospital
or medical benefits, if they retire after the age of 65?

Mr. FAULKNER. At the present time, Senator, there are 130 million
Americans who have the benefit of voluntary health insurance. Prob-
ably on the order of 40 percent of that number could be classified in
the worker category. Well over half of workers who are insured un-
der voluntary health insurance will carry into the period of their
retirement the benefits or some part of the benefits that they enjoyed
during their working years.

Senator DOUGLAS. The question is, What part of the benefits will itcarry ?Mwr. FAULKNER. The tendency, sir, is toward a very substantial part

of the benefits.
Senator DOUGLAS. Can you furnish figures on that?
Mr. FAULKNER. We will be glad to supply documentation, Senator.

(See p. 271.)
Senator 'DOUGLAS. Now, the next question I want to ask is about

the sale to people who have already retired, of health insurance by
individual companies. May I ask how many of these companies do
provide such policies?

Mr. FAULKNER. There are more than 1,00 companies active in the
health insurance business today, Senator, and I would say to you that
probably on the order of 150 or 200 companies operating nationally
make available this protection to anyone who wishes to purchase
them.

Senator DOUGLAS. This is very interesting because yesterday Secre-
tary Flemming testified before us and I asked him this specific ques-
tion, and I think the record will bear out my memory, he said there
were about four companies which sold health insurance to people over
the age of 65, one of them a very well known company from your
city, Mutual of Omaha.

Mr. FAULKNER. I am from Lincoln, Senator, not Omaha.
Senator DOUGLAS. Your neighbor.
Mr. FAULKNER. We have the highest regard for our friendly com-

petitor in Omaha.
Senator you appreciate, of course, that the Secretary is a very busy

many, he has problems of enormous complexity and perhaps he was
not adequately briefed in anticipation of the question that you asked.

Senator DOUGLAS. Could you supply a list of the number of these
which do? (See p. 271.)

Mr. FAULKNER. Yes, we will be very glad to.
Senator DOUGLAS. What will be the monthly and yearly premium

costs under these private plans for those over the age of 65?
Mr. FAULKNER. Part of the genius of private enterprise in the in-

surance business, Senator, is that it permits individuals to select the
type of kind of coverage best suited to their needs. It permits labor
unions and employers and associations of people to select thattype,
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amount of coverage that they figure in their own interest is appropri-
ate and proper. So it is very difficult, sir, to generalize on the subject
of cost. You can get inexpensive insurance that provides minor
benefits. You can get more expensive insurance that provides ade-
quate benefits.

Senator DOUGLAS. First let me ask about your own company. Do
you sell insurance to people over the age of 65?

Mr. FAULKNER. Yes, sir.
Senator DOUGLAS. What are the benefits which you provide and

what are the premiums?
Mr. FAULKNER. I can describe a typical plan, sir. We will be de-

lighted to provide an applicant hospital benefits on the order of $20
per day, which in a reasonably low-cost medical area such as Nebraska,is quite adequate.

senator DOUGLAS. For how many days?
Mr. FAULKNER. One hundred days for any one confinement to a

hospital because of a simple injury or illness. On the order of $300
maximum in a surgical schedule, on the order of $200 to cover the
miscellaneous costs of -hospital care, and at a premium of $12 to $13
per month.

Senator DOUGLAS. What would be your monthly premium for this?
Mr. FAULKNER. $12 to $13 per month.
Senator DOUGLAS. $12 to $13 per month. Now, there are 12 months

a year, that would be from $144 to $156 a year?
Mr. FAULKNER. Correct.
Senator DOUGLAS. Are you familiar with the testimony of Secretary

Flemming that 60 percent of the aged over 65 have incomes of less
than $1,000 a year?

Mr. FAULKNER. I did not have the privilege, Senator Douglas, of
hearing the Secretary.

Senator DOUGLAS. That was his statement.
Mr. FAULKNER. But I am familiar with that statistic. I would

comment on it to the effect that this statement that a certain spectrum
of the aged per capita only enjoy an income of $1,000 a year or less is
not significant of the capacity of aged people to pay for their own
health care costs.

Senator DOUGLAS. You mean that they have prior savings which
they can use?

Mr. FAULKNER. I mean, sir, that they have available to them a
variety of resources.

Senator DOUGLAS. Prior savings plus contributions by children?
Mr. FAULKNER. One should not deny the child the opportunity to

take care of his father and mother. [Laughter.]
Senator DOUGLAS. I mean those would be the two sources outside of

current income.
Mr. FAULKNER. Sir, there are many,.many resources.
Senator DOUGLAS. I mean prior savings would be one, certainly.

Contributions of children would be another. What would be other
sources?

Mr. FAULKNER. Entitlement to pension benefits, entitlement to so-
cial security benefits.

Senator DOUGLAS. I think in his statement that includes incomes
from those payments.
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Mr. FAULKNER. The figure of $1,000 annual income, of course, goes
to the individual. This does not apply to the family circle. It
melds into the whole thing individuals with no income of their own.
A woman over 65, for example, would be reported as having no income
but would normally be supported by the income or assets of her hus-
band. There are 127 million Americans who own life insurance;
most of these life insurance policies have cash values. We know that
the economic status of the aged, as a class, has improved more than
any other age bracket in our population in terms of current liquid
assets. We must not forget that the aged have less need in terms
of current income than many other segments of the population. The
aged, for example, are no longer raising their children.

Senator DOUGLAS. Excuse me, but do you think $1,000 cash income
of $20 a week gives them much of a surplus with which to purchase
a $144 or $156 insurance policy?

Mr. FAULKNER. Here, again, it is a question of the individual hav-
ing the opportunity to pick and choose those things out of life for
which he is willing to pay.

Senator DOUGLAS. If he pays $144 to $156 for a policy practically
he would do so at the expense of adequate food or clothing or housing
accommodations.

Mr. FAULKNER. Well, it is a matter of personal preference. If
people wish to put a high priority of desirability on protection against
the cost of health care, certainly that is their privilege.

Senator DOUGLAS. And society should not help them to meet this
prol)lem?

Mr. FAULKNER. Senator, the position of the associations for which
I speak is that those of our aged who need help are entitled to it from
society.

Senator DOUGLAS. But under a means test.
Mr. FAULKNER. On the basis of need. If there is a demonstrable

need then society certainly should step in.
Senator DoUoLAs. Which they would have to prove.
Mr. FAULKNER. But society has a responsibility also, not to so en-

cumber people in their worldng years as to make American life a,
sham.

Senator DOUGLAS. May I ask this: What percentage of your premi-
ums go for administrative costs rather than for the payment ofbene-
fits?

Mr. FAULKNER. This, again, is a question that cannot be answered
with a quick generalization, Senator Douglas. Insofar as group
insurance is concerned, insurance in which the benefits are provided,
many under one cotract, the cost of administration is substantially
less tha 8 or 9 percent. When it is necessary for the insurer to go to
individual people and solicit their patronage one at a time the ex-
penses are higher, obviously.

Senator DOUGLAS. Yes.
Well, now, on your policies, which you sell to those over the age of

65, individual policies, you do have to go to them, don't you?
Mr. FAULKNER. Yes. The majority, however, of the insurance in

force on the aged, sir, is under group contracts of various kinds.
Senator DOUGLAS. Well, I am speaking of the policies sold to people

who already are of the age of 65. Have you figured out what the
administrative costs are as a percentage of the premiums?
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Mr. FAULKNER. The insurers, recognizing that aged people may
find it somewhat more difficult than those in their working years to
pay insurance premiums, have devised various means by which the
administrative costs of policies, especially designed for older people,
are less. Specifically, the commissions paid to insurance salesmen on
these contracts especially designed for older people is less.

Senator DOUGLAS. I wondered if you would be willing to state for
the record the administrative costs as a percentage of the premiums
paid in by those over the age of 65 who take out individual policies?

Mr. FAULKNER. Sir, I will be glad to supply documentation for the
record, and I ask leave to do that, because I don't want to mislead the
committee. But I would say to you that since there are so many differ-
ent kinds of plans, you can't just say it is 20 percent, or that it is 25
percent. (Seep. 271.)

Senator DOUGLAS. But you were able to segregate the costs, the
administrative costs when you dealt with group policies. You said
there your administrative costs were 8 to 9 percent.

Mr. FAULKNER. That is correct, sir.
Senator DOUGLAS. Haven't you been able to segregate the costs on

these individual policies?
Mr. FAULKNER. The costs, if you are speaking of the health in-

surance business overall, individual contract, yes.
Senator DOUGLAS. Well, then, suppose we start with that.
Mr. FAULKNER. All right, sir. Overall, people of all ages, the

administrative costs of individual contracts would range somewhere,
depending on the company, from 20 to 35 percent.

Senator DOUGLAS. What would be an average figure?
Mr. FAULKNER. I would say 30.
Senator DOUGLAS. I see you have your statistician with you, and

I am sure that the Health Insurance Association of America has
figures on this, and so I think you should feel free to consult your
statistician.

Mr. FAULKNER. Thank you, sir. I have done that. It is our judg-
ment that the average would be 30 percent on individual contracts.

Now, it should be recognized, Senator, that the vast majority of
health insurance in force in this country is under group coverages on
which the administrative costs are on the order of 8 or 9 percent.

Senator HARTKE. Will the Senator yield at that point?
Senator DOUGLAS. Yes, certainly.
Senator HARTKE. I am interested in this same thing. Let's get at

it in a different way. What are the loss ratios under the health
insurance for' those individuals?

Mr. FAULKNER. Here, again, Senator, we are confronted with a
question that cannot be answered with a pat generalization because
of the very heterogeneity of coverage. To give you an example-

Senator HARTKE. Let's not get out, I went through this yesterday
with long speeches to every question and it took quite a bit of time.
If you can't give an answer, it is all right. But what I am trying
to find out is the loss ratio. These figures are available as I under-
stand from the examination which your statistican has of the reports
made to the State regulatory agencies.

Mr. FAULKNER. Senator, I will give you-
Senator HARTKE. If we can't get an answer to it-
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Mr. FAULKNER. I will give you a quick number.
Senator HARTKE. All right.
Mr. FAULKNER. The overall loss ratio on individual health insur-

ance in the United States today is on the order of 66 percent, but
that number obscures more than it discloses.

Senator HARTKE. And it is not more nearly 50 percent?
Mr. FAULKNER. No.
Senator DOUGLAS. May I follow up? Does that mean that two-

thirds of the policies taken out are lapsed before they become effective?
Mr. FAULKNER. I am sorry, sir, I don't believe that is factually

correct.
Senator HARTKE. I think I would like to ask the other question to

which I will get equally an obscure answer, but that is what is it for
the group, for group policies?
'Ir. FAULKNER. Ninety-one percent, Senator, 91 cents out of the

premium dollar is returned in benefits.
Senator H,\RTKE. And if, perchance we can supply figures which

might correct that, you would be willing to correct the testimony?
Mr. FAULKNER. Certainly.
Senator HARTKE. All right.
Senator CURTIS. Mr. Chairman, Mr. Faulkner, I noticed particu-

larly what you had to say on page 3 about your experience in New
Jersey, 538 plans reporting 94.9 of today's employees will have hos-
pitalization coverage available to them after retirement. This con-
trasts with 42.6 percent in 1950, and 17.5 percent in 1940.

In general, tle progress of medical and hospital insurance has been
quite phenomenal in the last 5 or 6 years has it not?

Mr. FAULKNER. That is correct. Since 1934, the volume of volun-
tary health insurance in force in the Uinited States has increased by
3,200 percent, indicative of the facts that the American people like it
and want it and will have it.

Senator CURTIS. If we proceed with this system what do you an-
ticipate for the next few years?

Mr. FAULKNER. Looking ahead, unless the field is preempted by
Government, unless the voluntary health insurers are handicapped in
their job of doing a job for the American people, we would anticipate
that by 1970, 90 percent of the aged who need and want coverage will
have the benefit of voluntary health insurance.

Senator CUrTIS. The payment of this health insurance for an aged
person by himself is a tax deduction, is it not?

Mr. FAULKNER. Yes, sir.
Senator Cumiis. That lessens his tax.
Mr r. FAULKNER. Yes, sir.
Srpator CURTIS. The payment for hospital and medical insurance

by :ther than the aged if the aged person is his dependent, likewise a
tax eduction, is it not?

Mr. FAULKNER. Yes, sir.
Senator CURTIS. Personally, in view of the progress that has been

made in the last 4 or 5 or 6 years and what is bound to happen, if the
Government does not prevent it, in the next few years, I would like to
see the tax benefit further extended so that if an individual paid a
hospital and medical insurance premium for an aged person, and the
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aged person did not have income so that he could realistically deduct
the premium himself, the payor can. • ,

In other words, I believe there might be a great, or a sizable rather,
group of individuals in categories such as this, perhaps the mother and
father have an income of $2,000 or $3,000, they are not dependent od
the child, but the child is concerned as well as the parents about catas-
trophic illness, and with an income of that size they would not have
any taxable income.

The chances are they would have their double exemption for the
two, they would have the standard deduction for paying taxes on their
home or whatnot, and if that son or daughter paid a premium to take
care of the catastrophic illness or other kind rather than add to his
tax burden it would be lessened.

Mr. FAULKNER. That is correct.
Senator CURTIS. Mr. Faulkner, you serve on a hospital board or

two, don't you?
Mr. FAULKNER. Yes.
Senator CURTIS. And you have for some time.
Mr. FAULKNER. For more than 12 years, Senator.
Senator CURTis. What are some of the factors that make medical

care costly?
Mr. FAULKNER. Probably the predominant factor in the cost -6f

health care of all kinds and especially hospital care is the general in"
elation of the price level. :,

All right, sir. A second factor is that the health care available to
the American people today is immeasurably finer in terms of quality,
than it was even 10 years ago. So that health care costs have'rison,
yes, but health care today in America is still one of the greatest bar
gains that any people has ever enjoyed.

Senator CURTIs. Is there an area of improvement that would be
desirable in the improvement of the management of hospitals, in the
efficient running of hospitals in your opinion?

Mr. FAULKNER. Yes, sir, and I am delighted to be able to state to
you, Senator, that hospital administrators are becoming more pro-
ficient. I hope you will excuse the reference to an institution for which
I have the greatest respect, and which I serve on, Bryan Memorial Hos-,
pifal in Lincoln, Nebr., a relatively small hospital, 130-bed hospital,
and yet that hospital, while carrying on a teaching program, while
taking care of its proportionate amount of the indigent cases is still
able to operate on such a basis that it can generate the cash for de-
preciation and it can operate in the black.

Senator CURTIis. Would you care to give us the costs of various
room accommodations there?

Mr. FAULKNER. At the present time a private room is available at
Bryan Hospital from $20, $22, and $23 a day, depending on the loca-
tion of the room. A two-bed ward accommodation is available, at
$14 and $15 a day. The hospital, at the present time is about to
undertake a construction and rehabilitation program that will in-
corporate the procedure known as progressive patient care. This
assigns to the patient accommodations suited to his particular need.
The patient who has just emerged from surgery is accommodated in
the intensive care area, and there, with all of the concentration of.
facilities, and skills the cost would be on the order of $30 per day.
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Then when he moves down after a period of 36 hours, perhaps,
or even less, to an area in which less intensive care is indicated he goes
into what we call the intermediate department, and there the costs
would probably be, in Lincoln, on the order of $16 or $17 a day. Final-
ly he moves to the self-care area, at which the cost per day will be
on the order of $9 or $10, substantially less, sir, than one would be
charged in a first-class hotel, only for the right to place his head on a
pillow at night.

Senator CURTIS. That of course includes meals.
Mr. FAULKNER. Yes, sir.
Senator CURTIS. There is no such thing as tipping as in a hotel,

as a general practice. In other words, it is your feeling that, in ad-
dition to the voluntary insurance making strides, from the standpoint
of good hospital administrators likewise a great deal of progress is
being made.

Mr. FAULKNER. That is correct.
Senator CURTIS. In a period where the resources of the retired

people are on the increase?
Mr. FAULKNER. Yes, sir.
Senator CURTIS. If our present system operates as it does now, do

you feel that a great many people, not only in the insurance field, but
elsewhere, share your view that in the next very few years this volun-
tary system will make strides comparable to the last 5 or 6 years?

Mr. FAULKNER. If we can reason from the progress that has been
made over the last quarter of a century, particularly over the last
decade, sir, there is no question in my mind of the competence of the
voluntary system to take care of the vast majority of all Americans
insofar as the costs of their health care are concerned.

Senator CuRTIS. That is all, Mr. Chairman.
Senator HARTKE. Mr. Chairman, I interrupted Senator Douglas.
Senator DOUGLAS. Please go ahead. I have just two or three more

questions. You go ahead now.
Senator HARTKE. Go ahead now.
Senator DOUGLAS. I have simply three statistical questions to ask.
How many people over the age of 65 are now under group

contracts?
Mr. FAULKNER. Group contracts of all kinds of insurance service

plans as well as insurance companies is that the question?
Senator DOUGLAS. No, just of insurance companies.
Mr. FAULKNER. They are on the order of 71/2 million over age 65

who are insured for, under all kinds of arrangements. On the order
of 3 million are insured by insurance companies.

Senator DOUGLAS. Under group contracts.
Mr. FAULKNER. And of that number, on the order of probably 1

million to 1,250,000 under group contracts.
Senator DOUGLAS. About 1 to 114 million.
Mr. FAULKNER. Yes, sir.
Senator DOUGLAS. Under group contracts, those now over the age

of 65.
Mr. FAULKNER. Issued by insurance companies.
Senator DOUGLAS. And 13/4 million to 2 million under individual

contracts.
Mr. FAULKNER. That is correct, sir.
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Senator DOUGLAS. May I ask, how much does it cost for a person
who retires to convert from a group policy to an individual policy?

Mr. FAULKNER. Well, the cost of conversion ordinarily is nil. The
rate that he would pay under the individual policy would be accord-
ing to the amount of benefit under the contract that he buys provides
and as I have suggested to you, in my example out of my own com-
pan , the premium for the benefits I described would be on the order
of about $13.

Senator DOUGLAS. Suppose you have identical benefits under the
individual policies as provided under the group policy and under the
group policy of course the cost is borne partially by tle contributions.
of the younger workers although their incidence of disease is not as
great.

Now when the aged person departs from the protection of the group.
policy, and has to get the protection of the individual policy, the
premiums for that group are supposed to meet the costs for that group.
without being contributed to by the younger group. How much will
the policy rate increase as he converts from a group to an individual
policy? If you cannot give it in dollar terms, I suppose you could in
percentage terms.

How much do you have to raise the rate in order to meet the spe-
cific costs of this upper age group as compared to the general average?

Mr. FAULKNER. Here again, we are confronted with a difficult gen-
eralization, sir, but I can give you a figure. While it is true, as you
have suggested that the incidence of disease among the aged is con-
siderably more than among the younger, the incidence of maternity is.
considerably less.

Senator DOUGLAS. I think that is indisputable. [Laughter.]
ir. FAULKNER. In New York State the premium for the benefits;

under the converted policy cannot exceed the premium for the benefits
prior to conversion by more than 20 percent. So it would be in the
range from 0 to 20 percent more.

Senator DOUGLAS. And not above 20 percent?
Mr. FAULINE.R. That is the New York law.
Senator DOUGLAS. Yes, but what about the practices over the rest

of the country ?
Mfr. FAULKNER. Here again we are confronted with the difficulty of

attempting to generalize about something that is not succeptible to
easy generalization.

I would say to you that probably the increase in premium over the
rate charged for the worker during his active years would be in the
range of 0 to 331/3 percent.

Senator DOUGLAS. Excuse me, Senator Hartke. You have been very
gracious and I regret my taking the time.

Senator HARTKE. Let me 'asl you, you are acquainted with the fact
that the Secretary of Health, Education, and Welfare in his testimony
here ye terday stated, asserted quite strongly that private insurance
companies cannot meet this need.

Mr. FAULKNER. I have been told that. that was the Secretary's asser-
tion. I reserve the right to differ strongly with the Secretary on that
score.

Senator HARTKE. I think this is a great American right to differ
with people.
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Mr. FAULKNER. Thank you, sir.
Senator HARTKu. Do you know any other insurance company which

approves of the social security approach which I disapprove of?
Mr. FAULKNER. I know of only one, a company whose philosophy is,

well, shall we say, somewhat at variance with the other companies in
the business?

Senator HARTUE. That is nationwide, is that right?
Mr. FAULKNER. That is correct.
Senator HARTKE. And with the permission of the chairman I would

like to insert this resolution into the hearings in this place under dato
of April 7 in which they do adopt the policy to support the use of
social insurance principle to meet the health needs of older citizens
and for further detail.

(The document referred to follows:)

RESOLUTION" ADOPTED BY NATIONSIDE INSURANCE BOARD OF DIRECTORS,
APRIL 7, 1960

Whereas the Nationwide Insurance Cos. are deeply committed to the principle
of helping people to meet their social and economic needs; and the health needs
of their older citizens are among the most urgent and pressing social problems
remaining unsolved; and

Whereas most of the health costs of older people are not being met by insur-
ance as evidenced by certain statistics which indicate that 86 percent of couples
receiving social security benefits in 1957 had none of their medical care costs
met by insurance; and

Whereas certain statistics indicate that most older people had neither the
income nor the assets to meet such expenses as evidenced by the figures that
nearly 4 out of 10 couples over 65 years of age had total income of less than
$2,000 in 1958: Be it

Resolved, That it be the policy of the Nationwide Insurance Cos.-
(a) To support the use of the social insurance principle to meet the

health needs of older citizens;
(b) To support the application of this principle in appropriate legislation

to provide basic health insurance to those eligible for old-age, survivors, and
disability benefits as a feasible and desirable step in this direction; and

(c) To continue our efforts in our own insurance program, in conjunction
with cooperative health plans, and as members of the private insurance in-
dustry to provide further health care through voluntary coverage in addi-
tion to that which may be furnished through government programs.

Mr. FAULKNER. Senator, even in this insurance business it is per-
missible to have differences of viewpoint.

Senator HARTKE. That is good, too, sometimes.
Mr. FAULKNER. Indeed it is.
Senator HARTKE. In competition and for the price of premiums.
Mr. FAULKNER. One of the great and virile characteristics of the

health insurance business in this country is the keen free competition
that characterizes it. It has been an enormous force for progress
and it has made possible situations in which the American people caii
pick and choose the kind of coverage that they need and want.

Senator HARTKE. I would like to comment briefly here on one of
the statements. You say health care is still one of the greatest bar-
gains enjoyed by Americans, is that right?

Mr. FAULKNER. The quality of the health care, yes, I subscribe to
that.

Senator HAIRTKE. How about the quantity?
Mr. FAULKNEri. The quantity is of such character, Senator, in my

judgment, that anyone who needs health care and seeks it has it avail-
able to him irrespective of his ability to pay.
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Senator HARTKE. Would it make any real difference to you, and I
assume the truthfulness of your statement, if actual cases were
brought to your attention and you could see and visit some of these
peopl-e

Mr. FAULKNER. I would welcome the opportunity to be brought up
to date, if you please, on that score.

Senator HARTKE. Let me say, sir, to you, I don't want to go into
detail, if you would accompany me rather than elicit your information
from black-and-white sheets, I would be happy to accompany you and
show you the deplorable condition of the health of some of these peo-
ple, which I personally have witnessed, and it is a soriy sight.

Mr. FAULKNER. Senator-
Senator HARTKE. They are not going to buy insurance policies from

your insurance company or any others.
Mr. FAULKNER. Sir, on no less than three occasions over a period

of that many years I have asked, in the position of a witness, I have
made the statement that I have made to this committee, and to my
knowledge there has never been brought forward the case of an aged
person who needed and who sought health care and has been denied
it because he could not pay for it.

Senator HART E. Well, you should go to Evansville, Ind., where
they play it on the front page of the Evansville newspapers.

Mr. FAULKNER. In California, as my colleague reminds me, the
Los Angeles County Medical Society periodically inserts a display
advertisement in the newspaper requesting people, who are in need
of health care and who are unable to pay for it, to call the number
and a doctor will be sent, and there is no response.

Senator HARTKE. All right. Let me say to you for information
that that might be misinterpreted, I don't think this is applying
particularly to Evansville I just mentioned that because that is
where my home city is, but I think this is true in every other city and
here again I respect your right to disagree with me.

You have made one other statement I want to get to just quite
hurriedly, in which you comment upon the strides which insurance
companies made for the protection of the whole American people
including aged for which I congratulate you for the good work you
have done, and I would imagine then that you would dispute the
contention of the Senate subcommittee on the problems of the aging
in which they point out that in 1958 about 3 million families headed
by individuals over 65 received less than $2,500 in income, and this
makes about 6 million men and women with incomes of this amount
or less, and that we have to add to this about 2 million unrelated
aged individuals who received less than $1,500, a figures which is
considered quite low in terms of adequacy.

In other words, there are about 8 million aged citizens living
in what at today's prices would almost have to be called poverty and
that, in fact, if you go into the absolute figures and the overall posi-
tion, the Federal Reserve Board consumers finance survey for early
1959, among spending units with aged heads who have incomes of
less than $3,000, 56 percent have liquid assets of less than $500, among
those units with incomes of $3,000 to $5,000 only 30 percent had liquid
assets of less than $500, and also that in the 10 years since 1949, there
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ha, been no more progress in the proportion of aged heads of spending
units with no liquid assets at all.

In 1949 there were 32 percent; in 1959, 29 percent. An absolute
figure is there was actually a retrogression because in 1949 there were
3.9 million, almost 4 million spending units with aged heads who had
no liquid assets, but by 1959, 10 years later, there were at least 4.6
million an increase almost of 700,000 people of spending units with
no liquid assets at all.

An additional 3 million have no liquid assets of more than $500.
In other words, there are about 7.6 million or 7,600,000 people, who
have liquid assets of less than $500, in other'words, there are more
than 7.6 million aged sending units with between zero, not $500, but
between zero and $500 and these do not take into account the fact, that
there has been an increase in medical costs and other costs of living
since 1948, in the last 10 years.

In substance what you are contending is that these figures leave
a false impression or are in fact false.

M[r. FAULKNER. May I have the privilege to comment, sir?
Senator TIAR'rKE. oh, yes, that is what I asked for.
lr. F.AULKNER. I an reminded of the remark attributed to the

late great Lord Beaconfield, Disraeli who is purported to have said
"''here are liars, damni liars, and statisticians."

The comment that the learned gentleman from Indiana has offered,
I think substantiates the principal contention that I attempted to make
in my testimony, and that is that here is so much confusion, there is
so much lhick of sound and adequate information about this problem,
that it would be deplorable for the Congress to take precipitate action
in this area at this time.

Senator )OUGLAS. In what ways are the figures that the Senator
from Indiana quoted false?

Mr. FAULKNER. Senator, I certainly didn't mean to imply that, and
I hope you did not interpret that I suggested that the statistics quoted
by Senator Hartke were false. I simply suggest to you that they are,
conclusive of nothing. I suggest to you, sir, that an isolated statistic
does not prove the case. I suggest to you that there are statistics
available that would lead to the contrary point of view.

Senator HIARTKE. Let me point out to you, sir, that these are not
my statistics, nor the committee on the aged, problems of the aged,
these are the statistics of the Federal Reserve Board Consumer Finance-
Survey, a fairly reputable outfit in this world today, I think, sir.

Mr. FAULKNER. Yes, indeed, sir.
Senator HARTKE. And I hope we don't ascribe to them that they

are liars, damn liars.
Mlr. FAULKNER. Or statisticians.
Senator HARTKE. Or statisticians in the terms in which you

described it.
M[r. FAULKNER. We don't ascribe anything to anybody. We simply

suggest to you that it is a futile endeavor to attempt to arrive at a
total picture of varying needs on the basis of unrelated statistics.

Senator DouoLAs. I would suggest that these are related. I don't
see how you can sweep these figures under the rug, if they are true.
Now if they are not true, why, of course, we should know about them,.
excuse me, Senator Hartke.
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Mr. FAULKNER. Well, if we are going to consider statistics, should
we not consider the fact that two-thirds of the aged own their own
homes, according to the Department of Health, ducation, and Welfare.

Senator HARTKE. That is fine, I am in favor of home ownership and
I am sure the Senator from Illinois is.

Mr. FAULKNER. I am sure we are all in favor of it.
Senator HARTKE. I am in favor of the other third owning their

own homes.
Mr. FAULKNER. I agree with you, sir, and I suggest to you that the

way to permit them to own their own homes is to do things which
will kee our economy from want and to keep our democracy from
the burdens of Government and free from the fetters of big Govern-
ment as much as possible.

Senator HARTKE. You do use statistics in operation as an insur-
ance company, I hope.

Mr. FAULKNER. Yes, sir.
Senator HARTKE. Because I have a few policies of my own and if

you don't I want to know about it.
Mr. FAULKNER. If it is legal reserve company you are pretty well

protected.
Senator HARTKE. You are familiar with the fact and I hope your

actuary there or your statistician, would agree that one out of every
four people born today has a right to expect to live to be 83 years
of age.

Mr. FAULKNER. I think that is the fact according to the modern
mortality table.

Senator HARTKE. And that the other three have a right to expect
and can expect to live to be in their 60's, probably 63 years of age.

Mr. FAULKNER. I believe that is so.
Senator HARTKE. This is a wonderful tribute to American progress,

so by 1960, we have this situation for every 100 persons whose
age is 60 to 64, there are 34 who now are 80. And these are primarily
the parents and older relatives of those who are 60 to 64, the ones who
were 80.

By the year 2000, for every 100 persons between 60 and 64 there are
going to be 67 people over the age of 80. And I want to know just
how we can expect this working population to provide for most of
the medical costs of the parents as well as grandparents, not to mention
the increasedeestsof-raising their own families.

Mr. FAULKNER. Well, one of the ways is to permit the older person
to continue to be productive.

Senator HtARTKE. Productive. I am in favor of that. You mean
to take off the $1,200 limitation on earning on social security?

Mr. FAULKNER. That undoubtedly is an inhibiting factor.
Senator HARTKE. I would like to subscribe that to my bill if you

would like, I introduced that bill so I am in favor of that. That il
fine.

You know, I am going to quit with this, I think that this is a good
statement, pardon me, I think it is a remarkable statement that you
made that one should not deny the right of a child to take care of his
parents. You see I have six children.

Mr. FAULKNER. You are going to be well cared for, Senator.
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Senator HAirrKE. And I have therefore six definite and distinct op-
portunities for them to take care of me in my old age, and I am going
to try to instill them with this doctrine, and I hope that they will
acquire this particular doctrine at an early age in life so that I can
start my old age at the present age of 41. [Laughter.]

Mr. FAULKNER. Well, in the process of indoctrinating them, sir, you
will build a stronger America.

Senator HARTKE. One other thing if I could, then: You say "Cer-
tainly the Congress will not wish to take any action which would halt
this progress," and you speak of the progress of the voluntary health
insurance program. "And destroy voluntary health insurance for the
aged."

If you have any statistics or any information which would substan-
tiate this generalization I am sure this committee would certainly like
to know about it.

Mr. FAULKNER. Well, perhaps we can reason from the experience
as to this in Canada. Health insurance is not like other kinds of in-
surance where it is possible for government and private insurers to
coexist in the same field. To the extent that the Government provides
a benefit in the health care area, it preempts the field, there is certainly
no merit in having entitlement to a benefit at the public expense and
then going out and buying the same benefit from a private insurer,
and so it is our feeling, Senator, that to the extent that Government
moves into this area the service of private insurers is precluded.

Senator HARTIE. But there is no really, you have no real facts or
real anything to back this up?

Mr. FAULKNER. Well, in Canada, when they passed the national hos-
pitalization program.-

Senator HARTKE. For the aged?
Mr. FAULKNER. No, for the whole population.
Senator HARTKE. Well, now, we are talking about two different

things. I don't want to beg words with you but we are talking about
legislation that deals with the problems of health insurance for the
aged.

Mr. FAULKNER. Would an aged person, who is entitled to certain
benefits from Government expend the money to duplicate those bene-
fits from a private insurer?

I think not.
Senator HARTKE. If he had an income of less than a thousand dol-

lars, I would think they would.
Mr. FAULKNER. I am quite certain even if his income was $100,00a

a month he would not do it.
Why buy again what is handed to you? So in this area when gov-

ernment moves in the private insurer is excluded. And there is a
roclivity, Senator, as you must recognize from your study of social
enefit programs in other countries, there is a proclivity of all of these

social benefit schemes to burgeon to the point where they become
universal.

Senator HARTKE. In other words, social benefits schemes implies a
sinister meaning. Would you tell us what you have in mind?

I had in mind operation, operational here in the United States.
Mr. FAULKNER. Well, sir, one cannot fail to observe that once the

seed is planted of government's acceptance of responsibility for doing
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some part of a social benefit job, that Congress is under an enormous
pressure to accept for the Government responsibility for that same
job for all the people.

Senator HARTKE. All I asked you was whether you would identify
one social benefit scheme, I think that is the word you used, "scheme,'
which has had this disastrous effect, for the American people. Let's
take the social security program as it has been instituted. Do you
feel that is a scheme which reacted detrimentally?

Mr. FAULKNER. Well, I used the word "scheme," in its dictionary
sense. There is no implication derogatory.

Senator HARTKE. It certainly has not destroyed the private pension
programs of the insurance companies. In fact they have multiplied
out of all proportion tremendously.

Mr. FAULKNER. Let's not confuse cause and effect, Senator.
Senator HARTKE. I am not saying cause and effect, I am saying as

a practical matter since social security the private pension plans have
expanded.

Mr. FAULKNER. Because during the period that we are considering
private enterprise in the United States has moved ahead enormously,
and it has provided our people with a higher standard of living, it
has provided them with an income with which to secure for them-
selves all of these things.

Senator HARTKE. Yes that is what I said.
Mr. FAULKNER. But life insurance is not health insurance, and that

the value of a human life is without limit, and so it is quite possible
for a man to be entitled to social security, and still if lie has the com-
petence to secure large amounts of life insurance, whereas if you are
talking about health insurance if Government is providing him the
benefit he has no need to secure it from private insurance.

Senator HARTKE. I want to get back to these social benefit schemes,
I mean where is one of them?

How about unemployment insurance? That is considered a social
benefit scheme. Is that what you mean by scheme?

Mr. FAULKNER. The scheme, sir, according to Mr. Webster, is sim-
ply an arrangement, and a device or a plan.

Senator HARTKE. All right, fine. Let's use whatever you want to
use for the terminology and semantics. What social benefit program
has been detrimental to the American people?

Mr. FAULKNER. I haven't implied, sir, that any existing social
benefit scheme has been deleterious.

Senator HAUTKE. If you stated this to me I have to recognize this
and if I recognize this, I just want to know what it is I have to
recognize.

Mr. FAULKNER. Potentially if Government accepts increasing re-
sponsibilities- for the welfare of the individual person, the time will
come when the tax burden will be such that your six children and the
other youngsters of the next generation will say "Pop voted himself
too much."

Senator HARTKE. Well, in other words, we really don't have any of
these so-called schemes that we can point to, is that what you are
telling me?

Let s forget about the potential and about Pop and those things.
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I am talking about now, do we have any of these programs that
you feel are detrimental?

In other words, possibly the Congress, if they are of such nature
should consider repealing them.

Mr. FAULKNER. I am not suggesting that.
Senator HARTKE. Are there any of these schemes then as you indi-

cated a while ago or is this something on which you ask me to just
assume a general principle which you have enunciated?

Mr. FAULKNER. I am suggesting that as thinking people, part of
our obligation is to look ahead, to anticipate consequences, and to so
order our conduct as not to fall into boobytraps, as not to make life
more difficult or impossible or not to burden our economy in such a
way that the Americans cannt endure as a free people.

onator HARTKE. I don't think anyone in the United States would
so disagree with that statement.

Mr. FAULKNER. Good.
Senator HARTKE. When you come down to saying these schemes

again, I can't get you to talk about them, and all I am asking you,
and I am not trying in any way to take away from your testimony,
but I would just like to know where these schemes are, and if we can
agee that there are none to date, so then it is pretty good because the

congress and the United States have done fairly well so far.
Mr. FAULKNER. There is no argument about that, Senator, life is

full of schemes, private insurance schemes, social benefit schemes, all
kinds of schemes.

Senator HARTKE. I guess I am belaboring the point. Let me take
*one thing which I did forget. You talked about the hospital budgets,
is that right, and how efficiently they are able to operate?

Mr. FAULKNER. I spoke, sir, only out of my experience in connec-
tion with one hospital, and a rather broad knowledge of the problems
of hospitals generally.

Senator HARTKE. Recognizing their social benefit and their need
for the people, the truth of it is that they do have certain tax benefits,
do they not? I am not saying it is wrong, I just say they do have.

Mr. FAULKNER. Yes.
Senator HARTKE. And the pay on a comparable basis as compared

to the standing of nurses for the amount of education they required
is not really in accordance with the general standard of comparable
people is it?

Mr. FAULKNER. I could not agree to that, sir. I think the pay en-
joyed by most registered nurses has been improved considerably and
while they are certainly not overpaid, the pay scales for registered
nurses broadly are not miserable.

Senator HARTKE. Those are all the questions.
Senator DOUoLAS (presiding). Thank you very much. The com-

inittee will recess until 2:30 this afternoon, when hearings will be
resumed in the same room.

Mr. FAULKNER. Thank you, gentlemen.
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(The following was subsequently received for the record:)
AMERICAN LIFE CONVENTION,

Chicago, Ill.
LIFE INSURANCE ASSOCIATION OF AMERICA,

New York, N.Y.
HEALTH INSURANCE ASSOCIATION OF AMERICA,

Wa8hington, D.C., July 5, 1960.
Hon. HARRY F. BYRD,
Chairlnan, Senate Finance Committee,
Senate Office Building, Washington, D.C.

DEAR SENATOR BYRD: During the course of testimony by Mr. U. J. Faulkner on
behalf of the American Life Convention, the Health Insurance Association of
America and the Life Insurance Association of America on H.R. 12580, Mr. Faulk-
ner was asked to supply certain additional information for the record.

1. Attached hereto is a list of 162 companies which sell policies of insurance
to those aged 65 and above to assist in meeting the costs of health care. These
coverages are diversified. Of recent origin are the mass enrollment 65-plus
coverages which provide around $10 a day for room and board charges up to 31
or 60 days per confinement, plus hospital extras of up to $100 (or in the case
of one company 80 percent of charges above a $100 deductible up to a maximum
of $1,000), plus a surgical schedule with a $200 or $225 maximum. One company
offers $5,000 major medical after a $500 deductible which can be used to supple-
ment basic coverage. The cost of these coverages is approximately $7 to $8.5&
per month. However, other individual policies offer a choice of benefit levels,
some going up to $25 for daily room and board charges.

2. With reference to a question by Senator Douglas as to the proportion of
benefits which present workers will carry into retirement, there is no specific
documentation available on this point. In group insurance the general pattern
among insured plans is to reduce benefits on retirement. In most Instances, the
benefits on retirement take the form of reduced maximum durations for hospital
benefits or the imposition of calendar year or lifetime maximum benefits. The
continuing coverage is substantial. For those individuals whose coverages are
not continued, or who wish to supplement that which is continued into retire-
ment, there is available the mass enrollment coverages referred to above.

3. During the course of testimony, Mr. Faulkner responded that loss ratio on
individual policies would equal 662 percent. Mr. Faulkner appears to have
misspoken himself because a more nearly correct figure for 1959 is estimated
to be 56 percent, an increase of four to five points over 1958 for which year the
loss ratio for individual hospital and surgical-medical insurance was 51.2 percent.

In considering the ratio of losses incurred to earned Income, it should be recog-
nized that the percentage of premiums retained is no measure of the insurer's
profit. For example, the hospital surgical-medical loss ratio for individual in-
surance for 1958 was 51.2 percent and for group insurance 91.8 percent. For
25 leading insurance companies these loss ratios resulted in an underwriting
profit for the year 1958 of six-tenths of 1 percent of the premiums earned.
Divided between group and individual, the results were an underwriting loss of
approximately 1 percent of premiums earned on group and a profit of approxi-
mately 4 percent on individual policies.

Out of the percentage not paid out In claims, the Insurers were required to set
up reserves, pay taxes, dividends to policyholders, and expenses, Including the
cost of claim administration in the health insurance field. The expense is rela-
tively higher In the individual policy coverages than in the case of group cover-
age. Individual contracts are sold through the agency system, premiums are
collected on an individual basis and greater care must be exercised In under-
writing to avoid antiselection.
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According to the 13th annual survey of the health insurance council on the
extent of voluntary health insurance coverage, of the persons covered by
Insurance companies at the end of 1958, 72 million persons had hospital expense
Insurance, 63 percent being on a group basis and 37 percent on the Individual
basis. In other words, almost 7 out of 10 persons were covered under group plans.

Very truly yours,
AMERICAN LIFE CONVENTION,

RICHARD E. VERNOR,
Counsel.

HEALTH INSURANCE ASSOCIATION

OF AMERICA,
ROBERT R. NAL,

General Manager.
LIFE INSURANCE ASSOCIATION OF

AMERICA,
EUGENE M. THORE,

Vice Pre8ident and General Counsel.

COMPANIES WHICH ISSUE NEW POLICIES ON AN INDIVIDUAL BASIS TO PERSONS
(5 YEARS OF AGE OR OLDER

Accredited Hospital & Life Insurance Co.
Aetna Life Insurance Co.
All American Life & Casualty Co.
Allied Reserve Life Insurance Co.
Allstate Insurance Co.
Allstate Life Insurance Co.
American Benefit Association.
American Casualty Insurance Co.
American Guarantee & Liability Insurance Co.
American Hardware Mutual Insurance Co.
American Health Insurance Corp.
American Hospital & Life Insurance Co.
American Life Insurance Co. of New York.
American Life & Casualty Co.
American Manufacturers Mutual Insurance Co.
American Motorists Insurance Co.
American Mutual Liability Insurance Co.
American National Insurance Co.
American Policyholders' Insurance Co.
American Progressive Health Insurance Co. of New York.
American Republic.
American United Life Insurance Co.
Atlantic Life Insurance Co.
Atlas Life Insurance Co.
Austin Life Insurance Co.
Bankers Life & Casualty Co.
Bankers Life Insurance Co. of Nebraska.
Beneficial Standard Life Insurance Co.
Benefit Association of Railway Employees.
Berkshire Life Insurance Co.
Brotherhood Mutual Life Insurance Co.
Business Men's Assurance Co. of America.
California Life Insurance Co.
California-Western States Life Insurance Co.
Carolina Home Life Insurance Co.
Celina Mutual Insurance Co.
Central Assurance Co.
Central Standard Indemnity Co.
Central Standard Life Insurance Co.
Central States Health & Life Co. of Omaha.
Colorado Credit Life, Inc.
Columbian Mutual Life Insurance Co.
Combined American Insurance Co.
Combined Insurance Co. of Newark.
Commonwealth Mutual Insurance Co. of America.
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COMPANIES WHICH ISSUE NEW POLICIES ON AN INDIVIDUAL BASIS TO PERSONS
05 YEARS OF AGE OR OLDE-Continued

Combined Insurance Co. of America.
Companion Life Insurance Co.
Connecticut General Life Insurance Co.
Constitution Life Insurance Co.
Continental Casualty Co.
Countryside Casualty.
Craftsman Insurance Co.
Detroit Mutual Insurance Co.
Educators Mutual Life Insurance Co.
Empire State Mutual Life Insurance Co.
Employers Mutual Liability Insurance Co.
Farmers & Traders Life Insurance Co.
Federal Life & Casualty Co.
Federal Life Insurance Co.
Federal Mutual Insurance Co.
Fireman's Fund Insurance Co.
First National Casualty Co.
Girardian Insurance Co.
Globe Assurance Co.
Globe Life Insurance Co.
Great American Reserve Insurance Co.
Great Southwest Life Insurance Co.
Guardian Life Insurance Co. of America.
Guarantee Reserve Insurance of Indiana.
Guarantee Trust Life.
Hartford Accident & Indemnity Co.
Hearthstone Insurance Co.
Home Fire & Marine Insurance Co.
Hoosier Casualty Co.
Illinois Mutual Life & Casualty Co.
Independence Life & Accident Insurance Co.
Inter-Ocean Insurance Co.
Inter-State Insuirance Co.
International Fidelity Insurance Co.
Jefferson Life & Casualty Co.
Jefferson National Life Insurance Co.
Life Insurance Co. of Georgia.
Life Insurance Co. of Virginia.
Lincoln Liberty Life Insurance Co.
Lincoln Mutual Life & Casualty Co.
Lincoln National Life Insurance Co.
Lumbermens Mutual Casualty Co.
Maryland Casualty Co.
Massachusetts Bonding & Insurance Co.
Metropolitan Casualty Co. of New York.
Metropolitan Life Insurance Co.
Michigan Life Insurance Co.
Midwest Life Insurance Co.
Minnesota Commercial Men's Association.
Missouri National Life Insurance Co.
Monarch Life Insurance Co.
Municipal Insurance Co. of America.
Mutual Life Insurance Co. of New York.
Mutual of Omaha.
M.F.A. Mutual Insurance Co.
National Accident & Health Insurance Co.
National Casualty Co.
National Fidelity Life Insurance Co.
National Home Life Assurance Co.
National Surety Corp.
National Travelers Life Co.
Nationwide Mutual Insurance Co.
New York Life Insurance Co.
North American Assurance Society of Virginia.



274 SOCIAL SECURITY AMENDMENTS OF 1960

COMPANIES WHICH ISSUE NEW POLICIES ON AN INDIVIDUAL BASIS TO PERSONS
65 YEARS OF AGE oz OLDE--Continued

North American Life Insurance Co. of Chicago.
North American Life & Casualty Co.
North Central Life Insurance Co.
Northern Life Insurance Co.
Northwestern Life Insurance Co.
Occidental Life Insurance Co. of California.
Ohio State Life Insurance Co.
Old American Insurance Co.
Old Equity Life Insurance Co.
Old Line Life Insurance Co. of America.
Olympic National Life Insurance Co.
Pacific Mutual Life Insurance Co.
Paramount Mutual Life Insurance Co.
Pennsylvania Life Insurance Co.
Pilot Life Insurance Co.
Postal Life & Casualty Insurance Co.
Professional Insurance Corp.
Protective Security Life Insurance Co.
Provident Life & Accident Insurance Co.
Prudence Life Insurance Co.
Prudential Insurance Co. of America.
Republic National Life Insurance Co.
Reserve Life Insurance Co.
Secured Insurance Co.
Security Mutual Life Insurance Co. of New York.
Security Mutual Life Insurance Co. of Nebraska.
Security Life & Accident Co.
Service Life Insurance Co.
Sovereign States Insurance Co.
Standard Insurance Co.
Standard Life & Accident Insurance Co.
State Automobile & Casualty Underwriters.
State Mutual Life Assurance Co. of America.
State National Life Insurance Co.
Sunset Life Insurance Co.
Teachers Protective Mutual Life Insurance Co.
Texas Reserve Life Insurance Co.
Time Insurance Co.
Transportation Insurance Co.
Travelers Insurance Co.
Union Life Insurance Co., Inc., of Virginia.
United American Insurance Co.
United Insurance Co. of America.
United States Life Insurance Co.
Wabash Life Insurance Co.
Washington National Insurance Co.
West Coast Life Insurance Co.
Westland Life Insurance Co.
Wilson National Life Insurance Co.
Wisconsin National Life Insurance Co.
Woodmen Accident & Life Co.
World Insurance Co.
Zurich Insurance Co.

(Whereupon, at 1:15 p.m. the hearing was recessed, to reconvene at
2:30 p.m. of the same day.)

AFTERNOON SESSION

The CHAIRMAN. The committee will come to order.
Senator Hartke is anxious to be here when Mr. John W. Nagle

testifies. I understand that Dr. Schamberg has a plane to catch. So
if he wants to come forward.
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Is he in the room I I understand you had a, plane to catch.
Dr. SCHAMBERGO. Yes; I do, sir.
Thank you very much.
The CHAIRMAN. We will be glad to hear you.

STATEMENT OF DR. I. L SCHAMBERG, COMMITTEE ON SOCIAL
SECURITY FOR PHYSICIANS; ACCOMPANIED BY HARRY ELBER,
SECRETARY

Dr. SCHAMBERG. Thank you very much indeed.
I am Ira Leo Schamberg. Dr. Harold Aaron, the chairman of the

committee is unfortunately unable to attend this meeting and I am
very happy to appear and to read his statement for him.

I am a dermatologist, a skin specialist, practicing in Elkins Park,
Pa. I am a member of the Philadelphia County Medical Society,
the Pennsylvania State Medical Society and the American Medical
Association. I am also a member of the Committee on Legislation
of the Philadelphia County Medical Society.

I would like to confine my remarks today to the provision in the
act which has been passed by the House of Representatives, and is up
for consideration before this committee, for inclusion of physicians
in social security.

I would like to further confine my remarks to two points: One, do
physicians want social security? And two, do physicians need social
security?

In answer to the first point, I would like to read the statement
which Dr. Aaron prepared. A letter prepared by the president-elect
of the American Medical Association dated today, June 80, 1960,
states that the majority of physicians in this country do not want
social security. There is no documentation by the president-elect of
this statement. I believe that I can document adequately a contradic-
tion to that statement.

Dr. Aaron's statement reads:
We are glad to have this opportunity to present up-to-date evidence to prove

that a substantial majority of the Nation's self-employed physicians want to
be included under social security.

A tally of the 27 statewide polls on social security held in the past 2 years
shows: 19 States, representing 120,462 physicians, or 64 percent of the Nation's
total, are In favor of physician coverage; 6 States, representing 18,266 physi-
cians, or 9 percent of the Nation's total, are opposed to coverage; 2 States,
representing 4,531 physicians, or 2 percent of the Nation's total, are in favor of
voluntary coverage only.

We have enclosed a tabulated breakdown of these various polls for the
examination of members of the committee.

There are several significant factors about these polls to which we would like
to call your attention:

(1) Twenty-four of these polls were official surveys conducted by State
medical societies, most of whose delegates to AMA conventions had consistently
opposed social security coverage for physicians.

(2) Two Independent polls among Illinois and California physicians, con-
ducted by the Honest Ballot Association as recently as May and June of this
year, show majorities of 67 percent and 62 percent respectively, In favor of
social security coverage. These polls included not only physicians affiliated
with the AMA but all physicians.

(3) You will note that substantial majorities, ranging from 57 percent to
as high as 77 percent, were piled up in States which favored coverage.

(4) All of these latest figures confirm the trend observed in the nationwide
Independent poll conducted by the authoritative publication, Medical Economics,
which showed a nearly 2-to-1 majority In favor of coverage.
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Attached to this statement is a tabulated breakdown of these polls
for the examination by members of the committee, and I would like
to read briefly to you the 19 States whose physicians have spoken in
favor of social security and also the percentage of physicians in those
States who want social security coverage.

California, 62 percent; Connecticut, 73 percent want social secu-
rity; Delaware, 61 percent; District of Columbia, 74 percent; Florida,
57 percent; Illinois, 67 percent; Maine, 64 percent; Massachusetts,
77 percent; Michigan, 63 percent; New Jersey, 70 percent; New York,
I don't have a percentage here; Ohio, 60 percent; Pennsylvania, 63.
percent; Rhode Island, 70 percent; South Dakota, 63 percent; Utah,
60 percent; Vermont, 65 percent; West Virginia, 57 percent.

And the poll in the State of Washington which was just completed
yesterday, I believe, 60 percent.

One hundred thirty-one thousand physicians, 64 percent of the
Nation's 204,000 physicians reside in these States, practice in these
States which have filed for social security.

In the fall of 1958 we showed a nearly 2-to-1 majority in favor
of coverage.

For years now physicians have been virtually the only self-employed group
to be denied the benefits and protection of social security coverage. On the
basis of the evidence we have presented, we sincerely hope that Congress will
remedy this injustice to members of the medical profession and their families.

I would like to interject for a moment and speak of the patient I
had in my office who was the widow of a physician, her husband
died of leukemia when he was 41. She has three small children to
bring up. When I mentioned social security she had a great deal to
say. She is one of the few widows in the country who is denied
social security protection when her husband dies at the age of 41.

The CHIAI1AN. Have you got the figures here of how many physi-
cians voted in these different polls? You have the total number of
physicians but it does not say how many.

Dr. SCOAINBERG. I don't believe I have that, Mr. Chairman. Pos-
sibly Mr. Kelber-approximately on an average of 50 percent of the
physicians in each State responded to these polls.

The CHAIRTMAN. IIn other words, taking California, only 10,000
voted, a little over 10,000, is that correct?

Dr. SCIIAVBERG. Harry Kelber, secretary of the committee.
Mr. KELBE R. The Honest Ballot Association conducted this poll,

which was a 1-in-10 survey, and about 2,100 ballots were sent out and
1,012 were returned.

I have the other poll for instance, in Illinois which was conducted
by the Honest Ballot Issociation and I have a signed affidavit here
from the Honest Ballot Association which says that 11,942 ballots
were mailed, as certified by the U.S. Post Office Department, and of
those 5,967 ballots were returned and tabulated. Of these, yes votes
were 3,986, no votes 1,962, blank 41, so there you have actually a little
more than 50 percent

The CHAIRMAN. Just 1 second. I think you should take each State
up. You can't do it now but if you, for the record, show how many
voted in each State-all you have here is the total number of physi-
cians, I understand, so in order to complete the record I would like
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to know when you put it on a percentage basis how many utually
voted.

Mr. KILBER. We will be glad to have that sent to the committee by
tomorrow, if that will be all right with the chairman.

The CHAMMAN. If you will insert that in the record.
Mr. KELBER. All right; we'll have that inserted in the record.
(The following was subsequently received for the record:)

Information requested by Senator Byrd at Senate Finance Committee hearings
on Thursday, June 30, 1960, is herewith supplied by the Committee on Social
Security for Physicians as an addition to the oral testimony of Dr. Ira U.
Schamberg:

Dr. SCIIAMBERO. The Committee on Social Security for Physicians, in reply to
your request, Mr. Chairman, is happy to submit the following supplementary
data pertaining to statewide social security polls among physicians. These fig-
ures have been compiled from reports appearing in State medical society jour-
nals and independent medical publications, from our communication, by letter
and phone, with a number of executive secretaries of State medical societies,
from reports by members of our committee, and from affidavits of the Honest
Ballot Association.

Results of 18 State polls of physicians on the issue of social security coverage

For Against Total Number of
State coverage coverage voting physiciansIn the State

Arkansas -------------------------------------- 167 596 763 1,533
California I ------------------------------------ 635 372 1,007 12,104
Connecticut ----------------------------------- 1,391 504 1,895 3,782
Delaware ------------------------------------- 135 85 22) 522
District of Columbia --------------------------- 550 192 742 2,252
Florida ---------------------------------------- 957 714 1,671 4,613
Oeorgla --------------------------------------- 496 539 1,035 3,288
Illinois .-------------------------------------- 3,964 1,962 5, 926 11,624
M nc --------------------------------------- 369 210 579 888
Massachusetts -------------------------------- 3,253 988 4,241 8,274
Mleigm ------------------------------------- 1,781 1,048 2.829 7,823
Minnesota ------------------------------------ 817 1,030 1.847 4,089
New Jersey ----------------------------------- 2,174 916 3.091 6,694
Ohio ------------------------------------------ 4,095 2,737 6.832 10,616
Oklahoma ------------------------------------ 446 761 1,207 1,999
Pennsylvania -------------------------------- 5,605 3,335 8,941 13,8-1
Snuth Dakota -------------------------------- 155 104 259 4.6
West Virginia -------------------------------- 436 237 673 1,582

Total --------------------------------- 27,426 16,330 43,756 95,951

I The California poll is a 1-in-10 poll of the State's 21,045 physicians, conducted by the Hone,, Ballot
Association.

SUMMARY OF 18 POLLS

27,426 physicians favor coverage: 62.5 percent of all physicians voting.
16,330 j hysicians oprose coverage: 37.5 percent of all physicians voting.
The 43,756 physicians who cast yes or no votes represent 46 percent of all physicians in these States.

In two State society polls-Maryland and Montana-the vote was mixed and
inconclusive. In Maryland, physicians opposed "compulsory" coverage 853 to
368, but favored "voluntary coverage for themselves" by a vote of 741 to 571. In
Montana, the physicians opposed compulsory coverage 256 to 65, but approved
voluntary coverage 195 to 133.

In the case of four State medical societies, only percentage figures were avail-
able: Rhode Island, 70 percent for, 30 percent against; Utah, 60 percent for, 40
percent against; Vermont, 65 percent for, 35 percent against; Washington State,
60 percent for, 40 percent against.

In two States--Virginia and Wisconsin-no figures or percentages have as yet
been released, although the State medical societies have informed our committee
that a majority of the physicians voted against social security coverage. The
two States have been listed accordingly in our tabulation.

We have also leaned backward, Mr. Chairman, in estimating the ratio of
physicians who returned yes or no ballots as against the total number of physi-
cians in these States. Our figure of slightly more than 46 percent is obviously
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conservative as it does not take into account the following categories: physicland
who cast blank or "undecided" ballots; those who are not members of the AMA;
those who did not receive ballots because of change of address; those who sent
in ballots after the poll was closed; and so forth.

To conclude this point, Mr. Chairman, we sincerely believe that these figures,
in addition to the data we have already presented at these hearings, provide
clear-cut evidence that a substantial majority of the Nation's self-employed
physicians want social security coverage.

The CHAIRMAN. Have you got anything else to say, sir?
Dr. SCHAMBERO. Yes, sir, I do. To complete Dr. Aaron's statement:
In conclusion, we would like to state our approval of the provision passed by

the House, which would indicate not only self-employed physicians but also
interns under the social security law.

I believe that this statement indicates clearly the desire of the physi-
cians for social security. I would like, with your indulgence, Mr.
Chairman, to spend just a moment indicating the need that physicians
have for social security and I would like to read from an article in
Medical Economics dated February 29, 1960 entitled "Two hundred
Destitute Physicians Found in Six States." I quote:

Physicians may earn more money during their lifetime than men in many other
professions, yet a surprising number of doctors die broke. According to Dr.
Beverly C. Smith of New York City there is far more indigency among doctors
than many medical men realize. Medical societies of six States have told him
that they consider the problem of major concern. These six States reported a
total contribution last year for the support of needy physicians of $180,000. In
many instances physicians relied entirely on the Society for subsistence.

I would also like to read to you a letter which I received from
Jeanes Hospital of which I am senior dermatologist dated November
11, 1959, and I will be happy to submit this for the record if you so
desire:

"Dear Doctor." This was mailed to every member of the staff.
As you undoubtedly know, Doctor So-and-so died last Friday morning; due

to his recent condition he incurred many bills, canceled most of his life insurance,
and left his wife and four children in severe financial straits.

Mrs. So-and-so has certainly been in questionable physical condition along
with her husband.

I am writing this letter in the hope that you would be willing to write a
check for any amount you desire in order to assist in straightening out some
of the financial needs that are urgent for the family. To date we have been
given $15 from each of nine members of the courtesy staff and larger gifts from
more active members of our regular staff.

If you will write your check to me and leave it at the hospital or mail it to
my home, I will see that it is properly used for the purposes intended-

and so on.
I would also like to present and put in the record two brochures,

official publications entitled "The Aid Association of the Philadel-
phia County Medical Society." This is the most recent one, dated
1959, and this one is dated 1956.

The preamble to this states:
Object: The object of the aid association is benevolent, and the purpose for

which it is formed is to afford aid to needy physicians and their families.

The CHAIRMAN. That was in 1956?
Dr. SCHOMBEIRG. And 1959. I just received this 1959 one last week.
Doctors are no different from anyone else, Mr. Chairman, they may

be needy as are others.
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The (ii,\Nix. We will examine them and we will either make
them a part of the record or keep it in the files.

Dr. Scmio) mm . Yes I will be happy to leave them here. I would
like to read you two paragraphs from this report.

Our clients-
meaning the needy physicians aided by the Aid Association of the
Philadelphia County Medical Society-
however, practically never complain nor voluntarily ask for an increase in their
allotment. Their inate l)ride and sincere desire not to be a further burden to
the association was the reason given for not asking for more aid even when the
need was great.

This, Mr. Chairman, is a physician, one of the grou p whom the
American Medical Association claims does not need any help in han-
dling its financial security. Another paragraph:

The problem of caring for elderly physician clients who now live alone and
who are rapidly becoming so incapacitlated that they are unable to take care
of their physical needs Is a serious one. Finding good nursing homes for
then within our means is difficult.

I would also like to read excerpts of two letters from beneficiaries
which appear in 1956 issue, and I quote:

May I try to express from my mother and myself our most grateful apprecia-
tion for your most generous holiday gift and all the help you have given us.
With humble thanks aid may God bless you.

And the second letter:
I want to thank you again for all your kindness, it has been a godsend, par-

ticularly the past 6 months for me.

This is apparently written by the doctor's wife-
has given up the few patients he attended, and your check is his entire income.

The CHAIRMAN. Thank you very much, Doctor.
(The documents referred to will be found in the files of the com-

mittee.)
The CHAIRn MA. The next witness is Senator Harrison A. Williams,

Jr., of New Jersey.
All right, Senator, we are glad to have you, sir, and you may

proceed.

STATEMENT OF HON. HARRISON A. WILLIAMS, JR., U.S. SENATOR
FROM THE STATE OF NEW JERSEY

Senator WILLIAIMS. Mr. Chairman, I appreciate this opportunity to
present an explanation of the amendment I introduced June 24, to-
together with Senator Case of New ,Jersey, relating to the social se-
curity bill, H.R. 12580, pending before your committee.

I earnestly hope the committee will give its most serious consid-
eration to this amendment or similar language, for if the present bill
is enacted in its present form it will dash the hopes, the expectations
and financial security of thousands of dedicated teachers and public
employees in the State of New Jersey.

'he bill now before you would, because of the interlocking nature of
New Jersey law, reduce the retirement allowances of approximately
2,130 retired New Jersey teachers and 1,300 other retired New Jersey

58387-60-19
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)ul)lic eml)loyees by an average of $1,300 a year for the teachers and
960 for t1e pll)] ic elioyees.It is n unusual and ifortm ate fact. that a bill which is intended

to improve on t social security system for tie general lol)ulation by
rediicing the uinber of quarters necessary to achieve fully insured
state is will, paradoxically, have a serious adverse effect on thousands
ot' New ,Jersey teachers tult public employees.

I would like to emphasize that this amendment does not add or de-
tract from tie cost of the social security bill. Nor does it affect, any
other beneficiaries of the legislation than those specific groups in New
Jersey t hat I lhave meant ioned.

It merely seeks to preserve the existing schedule of eligibility for
these people who would be seriously hurt if the new reduced eligibility
requniremnents come into effect.

It. seeks to insure that these groups vill be permitted to receive
the benefits to which they are fully entitled, which they have been
led to expect, and for vhich they have made important plans in their
careers that cannot be changed easily or at all.

I will try to explain as simply as possible how this adverse effect
can ocCut.

Be('aise the laws of New Jersey provide for the integration of the
Federal Social Security System with lie New ,Jersey Teachers' Pen-
sion and Annuity Fund and the New Jersey Public Em)loyees' Re-
tiretiient System, the State is permitted to reduce the amount of pen-
sion it owes to these groul)s of l)eol)le by the amount. of social security
benefit. for which the individual l)ecomes eligible through New Jersey
pub] ic employment.

llecaumse of t his provision, many teachers and public employees have
retired or have planned their retirements in advance of the date on
which they would become eligible for social security benefits as public
employees, thus avoiding the reduction in their retirement allowances
that would result if th y earned the necessary number of quarters as
public employees that would make them eligible for social security
Ibenelits.

They have retired early and have collected their pensions from the
State of New Jersey with the expectation of seeking private employ-
ment for a time long enough to become eligible for social security.

Now, however, tie pending bill proposes to reduce the number of
quarters necessary for eligibility. So that, if the bill is passed in its
present form a teacher who has retired, for example, having worked
for only 11) quarters an( needing 20 quarterss to become fully insured
as a public employee will now find that lie needs only 10 quarters to
become eligible or fully insured. Because lie has worked 19 quarters
as a pilie employee in New ,Jersey, he suddenly finds himself subject
to the "offset" provision which permits the State to reduce his pension
by the amount of his social security benefit.

Thus because of the changes in the Federal law and the interlock-
ing nature of New Jersey law, 2,130 teachers who thought they were
ineligible for social security as public employees when they retired
will now find that they are eligible and thus subject to an average
reduction of $1,300 in their retirement allowances when they reach
the age of 65. The same holds true for a smaller number of public
employees.
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It is important to point out, Mr. Chairman, that these people have
retired or planned their retirements early in accordance with well-
publicized instructions from the State itself in official retirement
manuals.

These teachers were encouraged to join in this integrated system
in 1955 on the basis that they would be able to collect their full ben-
efits from both the State's retirement programs and the Federal So-
cial Security. They were led to believe thiis, and they were quoted
specific retirement allowances predicated upon carefully arranged
retirement schedules. And, of course, not being intimately aware of
the intricate ramifications of this problem, they did not anticipate
that changes in the Federal law would jeopardize their expectations
and financial security.

To demonstrate the situation as it actually exists, I would like to
point out that in the manual prepared in 1957 by the Division of Pen-
sions of the New Jersey Department of Treasury entitled "Public
Employees' Retirement System of New Jersey" there appears this
notation:

No reduction is made In the Public Employees' Retirement System allowance
at age 65 if the member does not qualify for social security benefits as a result
of public employment alone. Generally, the ability to avoid this reduction de-
pends upon the member's age and date of retirement. Separate "avoid" dates
may be obtained from the personnel office of each employer.

Likewise, the State's manual on the Teachers' Pension and An-
nuity Fund, dated September 1, 1959, states that:

When a member retired (after December 1954) reaches age 65, or upon re-
tirement of a member age 05 or beyond, the fund will reduce the pension portion
of his retirement allowance by the amount of social security he is entitled to
receive by virtue of his public employment in the State of New Jersey after
January 1, 1955. (See the schedule which indicates the number of years needed
in New Jersey public employment after January 1, 1955, before a pension
allowance becomes subject to offset (reduction), also example of how the offset
is applied.)

Mr. Chairman, I would like to request that the retirement schedule,
as it appears in both the publications I have mentioned, be included
in the record with my remarks so that committee members might see
how explicit the instructions are that the teachers and public em-
ployees have been encouraged to follow in order that they might avoid
this serious reduction in their anticipated retirement allowance.

Let me just express my earnest hope, Mr. Chairman, that this com-
mittee wi11 act favorably on the proposal suggested by the amend-
ment Senator Case and I have introduced to- prevent a beneficial
cllge in the existing law from inflicting a severe injustice on two
of the most important segments of New Jersey's citizenry-its teach-
ers and public servants.
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(The table accompanying Senator Williams' remarks follows:)

TilE SOCIAL SECURITY OFFSET SCIIEDUI.E

The following table applies to all active ielnbers In the retirement systein who
were In public employment on January 1, 1955.

Men Women

Number of Retirement Number of Retirement
If you were born before these dates- quarters n,,eded system will quarters needed system will

for social:4ecu- reduce your for social secu- reduce your
rity coverage pension at- rity coverage pension ad-

after Jan. 1, 1955 lowance if you after Jan. 1, 1955 lowance if you
retire after- retire after--

Before Oct. 1, 1892 -------------------------- 6 Apr. 1, 1956 6
Oct. 2,1892 to Jan. I, 1893 .... 7 July 1,1946 6
Jan. 2 to Apr. 1, 1893 ---------------------- 8 Oct. 1,1956 6
Apr. 2 to July 1, 1893 ---- _------------------ 9 Jan. 1,1957 6
Jul. 2 to Oct. 1, 1893- --.--------------------- 10 Apr. 1,1957 6
Oct. 2, 1893 to Jan. 1, 1894 ------------------ 1 July 1,1957 6
3an. 2 to Apr. 1, 1894 ---------------------- 12 Oct. 1,1957 6 Apr. 1, 195
Apr. 2 to July 1, 1894 ----------------------- 13 Jan. 1,1958 6
July 2 to Oct. 1, 1894 ---------------------- 14 Apr. 1,1958 6
Oct. 2, 1894 to Jan. I, 1895 ----------------- 15 July 1,1958 6
Jan. 2 to Apr. 1, 1895 ---------------------- 16 Oct. 1,1958 6
Apr. 2 to July 1, 1895 ---------------------- - 17 Jan. 1,1959 6
July 2 to Oct. 1, 1895 ---------------------- 18 Apr. 1,1959 6
Oct. 2, 1895 to Jan. 1, 1896 ----------------- 19 July 1,1959 7 July 1, 1956
Jan. 2 to Apr. 1, 1896 ---------------------- 20 Oct. 1,1959 8 Oct. 1,1956
Apr. 2 to July I, 1896---------------------- - 20 - do 9 Jan. 1,1957
July 2 to Oct. 1, 1896 ---------------------- 21 Jan. 1,1960 10 Apr. 1,1957
Oct. 2, 1896 to Jan. 1, 1897 ----------------- 21 _- do -------- It July i. 1957
.ai. 2 to Apr. 1, 1897 ---------------------- 22 Apr. 1,1960 12 Oct. 1,1957
Apr. 2 to July 1, 1897 ----------------------- 2-2 --. do -----2 13 Jan. 1.1958
July 2 to Oct. 1, 1897 - --------------------- 23 July 1,1960 14 Apr. 1,19538
Oct. 2. 1897 to Jan. 1, 1898- .---------------- 23 -o- (to ----- 15 July 1. 19,M
Jan. 2to Apr. 1, 1898 ---------------------- 24 Oct. 1,1960 16 Oct. 1,1958
Apr. 2 to July 1. 1898 ---------------------- - 24 - do -------- 17 Jan. 1,1959
July 2 to Oct.1. 1898 --------------------- 25 Jan. 1,1961 18 Apr. 1,1959
O ct. 2, 18G-8, to Jan. 1, 1899 ---------------- 25 - -do .. ....- 19 July 1,1959
Jain.2ioJuly1, 1899 ---------------------- 26 Apr. 1,1961 20 Oct. 1.1959
July 2, 1899, to Jan. 1, 100 - ----------------- 27 July 1,1961 21 Jan. 1,1960
Jan. 2 to July 1, l00 ---------------------- 28 Oct. 1,1961 22 Apr. 1.190)
July 2, 1900 to Jan. 1, 1901 ---------------- 29 Jan. 1, 1962 23 July 1.190)
Jan. 2 to July 1,19-l ---------------------- 30 Apr. 1,1962 24 Oct. 1,19W
July 1, 1901, to Jan. 1, 102 .---------------- 31 July 1,1962 25 Jan. 1.1961
Jan. 2 to July 1, 1902 ---------------------- 32 Oct. 1,1962 26 Apr. 1,1961
July 2, 1H02, to Jan. 1, 1903 ---------------- 33 Jan. 1,1963 27 July 1.1961
Jan. 2toJuly 1, 103 .---------------------- 34 Apr. 1,1963 28 Oct. 1,1961
July 2, 1 V03, to Jan. 1, 1904 ---------------- 35 July 1, 193 29 Jan. 1,196'2
Jan. 2 to July 1, 1904 ---------------------- 36 Oct. 1,1963 30 Apr. 1,11 62
July2,1i04, toJan. ,105 ----------------- 37 Jan. 1,1964 31 July 1,11162
Jan. 2toJulyl, 105 ----------------------- 38 Apr. 1,1964 32 Oct. 1,19W2
.uly 2, 1V05, to Jan. 1, 1906 ---------------- 39 July 1,1964 33 Jan. 1,1963
Jan. 2 to July ,1906 . .---------------------- 40 Oct. 1,1964 34 Apr. 1.1963
July 2, 1O6, to Jan. 1, 1907 ----------------- - 40 -- do -...... 35 July 1, it9M
Jan. 2 to July 1, IC07 ---------------------- - 40 ---- (to ------ 36 Oct. 1,1963
July 2, !107, to Jan. 1, I .---------------- 40 --- do _ 37 Jan. 1,1964
Jan. 2 to July 1, 1108 ---------------------- - 40 --- do ------- 38 Apr. 1.1964
July 2, 1908, toJan. 1, 11'09 ----------------- - 40 -- do - 39 July 1, 1V64
Jan. 2, 1909, or thereafter ------------------ -- -40 - do- -... 40 Oct. 1.1964

NoTY.-The above table (toes not conshier the problem of those individuals who may earn $4,80 during
the final year In which they will achieve the number of quarters needed for social security coverage. Any-
one whose earnings reach $4,800 during the final year is automatically credited with 4 quarters for that year
under social security.

The C AIRM31AN.. Thank you, Senator Willittins.
The next witness is Senator Warren G. Magnuson, U.S. Senator

from the State of Washington.
Senator, please take a seat.
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STATEMENT OF SENATOR WARREN G. MAGNUSON, U.S. SENATOR
FROM THE STATE OF WASHINGTON

Senator M.mxvuso.,-. Mr. Chairman and members of the committee,
1 appreciate the opl)ortunity to alpelr before you to speak briefly
about one of the most important subjects of the day which demands
lhe full attention of our minds and energies in this session of the
Congress. This is the problem of adequate and reasonable medical
care for the aged and aging population of our country.

We are living in an age of amazing technological progress. The
pace is so swift and so varied as to distract and confuse all of us at

imnes. We talk in terms of outer space, of planetary exploration,
of moon shoots, of supersonic jet transl)ortation and other subjects
that. previously existed only in the pages of the uninhibited fiction
writers or in the vocal)ularies of isolated students of esoteric l)he-
nomena. While our attention is necessarily attracted to these new
horizons, I thilk, many of us tend to forget that we have a few, simple
bit. difficult l)roblems of mankind right on this planet which require
attention and inminediate action. One of them involves the health
of our aged who, in this surging, changing world, are oft lost sight of
or forgottell.

What does it profit, us as a Nation if we solve these problems of
outer space and m so doing, ignore such basic needs as the health of
our aged.

We have a beacon to guide us in our approach to this prol)lemn. Let
mine quote from tle Charter of the World Health Organization:

Enjoyment of the highest attainable standard of health is one of the funda-
mental rights of every human being without distinction of race, religion, polit-
ical beliefs, or economic and social condition.

Good health is a "state of complete physical, mental, and social well-
being and not merely the absence of disease or infirmity."

Medicine, like the'other sciences, has notl stood still il recent years.
Our problem, however, is to harness it, foi the benefit of the greatest
possible number of our fellow citizens-toemnploy it for the advance-
ment of the common good of this country. )iuring the past half
century, this Nation has witnessed the realization of astonishing ad-
vances in the field of medical science. )iseases formerly thought in-
curable have been conquered. Longevity has markedly increased.
With the benefits achieved by these medical advances, however, there
has arisen simultaneously a great, new challenge-utilizing the addi-
tional years of life with purpose * * * happily and usefully. Cer-
tainly this challenge requires the resolution of a host of 1)roblems
but I think 1o problem is more deltanlding of solution thmim that in-
volving the health of our aged-providing them with the means of
maintaining good health.

Consider just a few of the many facts which demonstrate this need.
Our aged population is increasing by 1,000 per day. Today there are
approximately 16 million people age 65 and over. By 1980 there will
be nearly 25'million. Yet 60 percent of our aged population have
money incomes of less than $1,000 annually. Cost. of living has con-
tinually risen-medical costs have risen twice as fast. Our aged re-
quire nearly 21/ times mre hospital care than do those under 65.
Yet less than half of our aged have medical insurance-and those who
have such insurance generally find it inadequate.
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Medical science has given us the precious gift of added life but it
bas been accompanied by a feeling of profound insecurity in many
of our aged. A constituent wrote me recently, saying, "We are two
old people, living in fear" * * * fear of being unable to financially
meet their medical needs. There are those of course who would
answer by saying that free medical aid is available to the indigent.
This may be true. But to assume this questionable status and there-
fore qualify, one must sacrifice nearly every asset which took a life-
time to accumulate and literally, take a paupers oath. Good health
should be a matter of right, not charitable caprice. If a right exists,
the fear is dispelled and a sense of security restored. By providing
such security, we enable our aged to live their remaining years with
dignity. The )lessing of medical science should not l)ebtestowed on
the arbitrary basis of ability to pay. Our aged have contributed
immeasural)Iy in achieving the standard of living which this Nation
enjoys today. In so doing, they have guided us through periods of
economic insecurity, a catastroj)hic depression, World Wars and vast
economic and social changes. These events, coul)led with such fac-
tors as increased living costs, have rendered it impossible for many
to adequately provide for their remaining years despite their thrift
and frugality.

We know the problem-we see it on every hand. The question then
is how to meet and solve it. I am convinced that only through an
insurance system, utilizing the existing social security machinery, can
this problem best be met. The social security system is well estab-
lished-it is sound, efficient, successful, and economical. The advan-
tages of improving this existing structure are manifold. For example,
the additional nlm)er of personnel which would be required, would
not be large. The insurance would be noncancelable. A change in
employment or retirement would not affect one's rights. The financial
strain on hospitals would be decreased since the requirement for
indigent care would be less. The coverage would almost be universal-
eventually 9 out of 10 persons presently employed would be covered.

Somec may say "Wlhy not let private insurance companies solve the
problem through conventional ' ate insurance channels?" The
answer is that private insurance has not demonstrated its ability to
adequately provide for the medical needs of the aged at premiums
which they can afford. This is not meant as an adverse reflection on
the private insurance companies. I think they have accomplished a
great deal and they are to be commended for their efforts. But they
do not have the means of doing as an effective job as can be accom-
plished through a federally sponsored program. Private insurance
companies need have no fear of being replaced in the health field. A
Federal program will simply provide a firm basis upon which they can
1uild and supplement with additional coverage.

I find it regrettable that this plan of health insurance which I, and
so many others, envision, is labeled by some as "socialism." This label
is misleading and false. I have no sympathy with those who approach
a great humanitarian cause as a, game in semantics. The plan is
strictly one of insurance, under Federal auspices, extended to cover a
much larger number of persons, than would be feasible under a pri-
vately sponsored program. It would be financed by individual and
employer contributions and served by private medical personnel and
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facilities. The Government would not interfere in the administra-
tion of a hospital and would not attempt in any way to prescribe the
manner in which a physician conducts his practice.

To date no satisfactory alternative to a federally sponsored insurance
program has been proposed. If there had been, I would have been
the first to support it. But we hav e reached a point where the problem
grows more acute each day. We are aware of the need and we cannot
in conscience adopt the expediency of head-in-the-sand ignorance.

S. 3503 introduced by the very able and distinguished Senator from
Michigan, Mr. McNamara, is a forward-looking and constructive bill.
It is an excellent bill and one which I am privileged to cosponsor. I
am hopeful that this committee will give serious consideration to the
measure and that it will act favorably thereon. I cannot emphasize
too strongly my conviction that this'legislation is vital and that it
should be enacted during this session of Congress. We cannot cure
tomorrow the disease which must be cured today. We cannot save
tomorrow the life which must be saved today.

The CHAIRM31AN. Thank you, Senator Magnuson.
The next witness is Jolm W. Nagle of the National Federation of

the Blind.
All right, Mr. Nagle, we are glad to have you, sir, and you pro-

ceed.

STATEMENT OF JOHN W. NAGLE, NATIONAL FEDERATION OF THE
BLIND

Mr. NAGLE. Thank you, Mr. Chairman.
Mr. Chairman and members of the committee, my name is John F.

Nagle. I am the representative of the National Federation of the
Blind in Washington. According to figures contained in the May-
June Social Security Bulletin, a -publication of the Department of
Health, Education, and Welfare, there were 108,644 blind aid re-
cipients in the United States in February of this year.

How many of these men and women, though blind, though able
and willing to work, will be on public assistance the rest of their
lives?

How many of them, physically able to work, filled with the over-
whelning desire to work, must continue on the public aid rolls be-
cause they must eat, must feed their families, because they lack the
opportunity to work, are denied the incentive and the encouragement
to work?

We of the National Federation of the Blind believe that at least
one quarter of these people and perhaps more could and should be
working; could be and should be earning their living, supporting
themselves and their families contributing by their tax paid dollars
to assist in meeting the needs of those less fortunate than themselves-
those physically unable to work.

Mr. Chairman, the bill S. 3449-introduced into the Senate by
Hon. Vance Hartke, of Indiana, a member of this committee, and
cosponsored by Hon. Paul Douglas, of Illinois, also a member of this
committee, and 15 other distinguished members of the Senate-this
bill, S. 3449, would amend title X of the Social Security Act so as to
make of this title, the blind aid section of the social security law, a
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means by which those dependent upon public aid may work their way
ott publi aid and into employment and economic seif-suffliciency.

Although I urge that all provisions of this bill be adopted by your
committee its amendments to tile social security law, I plartituliarly
urge that you adol)t the first portion of S. 13449 which would exeml)t
$1,00(0 plus 50 percelit of tile yearly net earned income of a blind aid
recil)ient. front meet ing his living expenses.

Why do this?
Why shouldn't every celnt a blind ai(d recipient earns be used by

him to live on, and if lie doesn'tt have enough, then the ditterelnce be
miet, by a l)ublic assistance grant ?

11h1y treat needy blind persons difl'erent from other aid categories?
The answer is a siml)le one: Because blindness can strike ait any

tilime ill a l)ePrsOVs life. when lie is o( aiud iifirnlel or when he is
young and vigorous and prepared to nieet head oil the challenges of
life, because many blind persons have an employment )oeiitial, and
if given the ol)l)ortlllity and the encouragemelit will transform this
work potential into wages and salaries.

This very committee recogiiized the significance of this difference
when it, includes the exemlpt earI'Iligs concept ill its a,ien(lienits to
title X of the Social Security Act in 1950.

Senator George, then chairman of this coiniitte,. recognized this
differeiice, by his stanch support of the exeil)t earnings principle in
1950 and because of this support, because of the enlightened leadership
give )y this man it became a part of the social security anie(lnents
enacted into law in that year, and this, in spite of the refusal of the
House originally to acce)t this l)rincil)le, in spite of the active and
vigorous opposition of the administration to the inclusion of the
exenilpt earnings principle into the, law.

I would like to read briefly from the report of this committee made
in 1950 with reference to 11.R. 6000:

Under title X of the Social Security Act tlhe States are required, in determnin-
Ing tie need for assistance, to take into account the income and resources of
claimants of aid to the blind. Your committee believes this requirement stifles
Incentive and discourages the needy blind from becoming self-supporting and
that therefore It shoul be reI)lac(ed by a requirement that would assist blind
individuals in becoming self-supporting and that therefore it should be re-
placed by a requirement that would assist blind Individuals hn becoming use-
ful and productive members of their comnunities. Accordingly the committee-
approved bill would require aill States administering federally approved aid to
the linedd programs to disregard earned ilnome up to $50 per month of claim-
ants of aid to the blind.

Aid to the needy blind, In the Judgment of your committee . is not in the same
category with assistance l)rograins for other needy individuals. Opportunities
for gainful employment for blind individuals are limited and their necessary ex-
penditures are Increased by the need for special books, for special medical
treatment in some cases. and for guide service and readers. As with conces-
sions and special provisions for the blind it other laws, the exemption of earn-
ings up to $50 is not regarded by your committee as a precedent for similar treat-
ment for Individuals who are not blinl.

For 10 years, the earned income concept has been in operation in
the Federal-State aid to the l)lind programs-but as the years have
passed, as costs of living have soared higher and ever higher, the $50
monthly limit on exempt earned income has decreased in. value as a
means lby which a man may cross over from dependence to in-
dependence.
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More and more this provision has become a tantalizing symbol of
the good intentions of a (lay long since )assed; it has become a symbol
to the ambitious blind person of the futility of effort, a mockery of
his struggle for economic self-sufficiency, and a steel-jawed trap for
the profits of his labors-for each dollar lie earns above $12 a week
reduced his aid grant by that amount.

Though lie works steadily and tirelessly in a profession or business,
trade, or common calling, to acquire stability and solvency in his en-
deavors, lie is stifled by the restrictiveness of the $50 monthly limit
l)laced upon his earnings-and though lie may work hard and long,
though he may sacrifice, struggle, and strive, he is like a man on a
treadmill, going round and round in the same small circle: If he
earns more than $12 a week, his aid check is reduced by the amount of
the excess; but to get established in his small variety store, in his
backyard chicken bIusiness, lie needs far more than $50 a month-and
to prosper in his small store or business lie needs more than this
amount.

Thus, however inuch he may try. lie remains permanently on public
assistance, courageously, stubbornly, trying to work his way off, but
never quite succeeding, and finally lie has no more heart for the un-
even struggle and one more chance is lost to return a man to the
normal productive channels of community life.

Mr. Chairman, I urge you and the members of this committee not
to abandon the work so finely begimn in 1950-the conversion of the
aid to the blind title from a program offering bare subsistence, to a

p rogramn by which men whlo aret'blind, w~ho aire ini need of financial
hlp, ) may receive help in their valiant efforts to rebuild their lives.

S. 3067, too, is a bill which merits your most careful consideration.
Introduced into the Senate by Hon. Hubert humphrey, of Minnesota,
and cosponsored by Hon. Jacob Javits, of New York; this bill would
liberalize the disability insurance provisions of the Social Security
Act.

It would make disability cash benefits available as an absolute right,
without regard to age, in come or employment status, related exclu-
sively to the establishment of the disability of blindness within the
generally acceh)ted definition of blindness: 'it would reduce the mini-
mum requirement of coverage from 20 quarters to 1 quarter in covered
employment; the present provision of compulsory acceptance of voca-
tional rehabilitation would be abolished, and disability insurance ben-
fits would be made available to persons who have earned coverage
after the onset of blindness on the same basis as set forth above. Fi-
nally, I urge that you adopt the )rovisions of S. 3470, and incorporate
them into title X of the Social Security Act.

This bill, introduced into the Senate by Hon. Eugene McCarthy, of
Minnesota, a member of this committee, would prohibit the States
from imposing a residence requirement for eligibility to receive aid to
the blind payments, and further, would provide thlat should an ap-
plicant for such aid not be a resident of the State of application for
a certain length of time, then the entire cost of such person's aid grant
would be met by Federal funds until the person resided in the State
the required period of time.

I thank you, Mr. Chairman, members of the committee, for allow-
ing me the opportunity of making known to you the views of the Na-
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tional Federation of the Blind with regard to certain bills now before
you for consideration.

Thank you.
The CH,U rAN. Mr. Nagle, I want to congratulate you in the way

you read your address. You have done much better than those who
can see every word. You didn't hesitate on a single word.

Mr. NAGLE. Mr. Chairman, I would like permission to submit for
the record a statement by a Mr. Perry Sundquist. This program that
I speak of, the earned income exeml)tion of $1,000 plus 50 percent
above that, has been in operation in a prograiml in California function-
ing entirely through State funds for the past 19 years, and I believe
that, a statement from the person. who is director of this programm
would be of benefit to the gentlemen of the committee.

It would give much more ample information about this ol)eration
than I have provided in my statement.

The Cii.u1Cx"s". The insertion will be made in the record.
(The document referred to follows:)

STATEMENT I'EIPAIIEI) AND SUBMITTED BY PFBR1Y SUIINQUISI', CIIIEF, I)IVISION
FOR TIlE BLIND, I)EIPAITME-NT OF SOCIAL WVELFARE., CALIFORNIA IN SUPPORT
oF S. 3449

CALIFORNIA'S AID TO POTI'.NTIAI..Y SELF-SUPPORTING BLIND RESIDENTS STATUTE

I. Purpose
California has two public assistance programs for the blind-aid to needy

blind and aid to potentially self-supporting blind residents. The aid to leedy
blind program was enacted by the legislature in 1929. In March 1960, there
were 13,486 recipients receiving aid to needy blind and the average grant was
$100.32, excluding medical care.

The aid to potentially self-supporting blind residents statute was enacted by
the legislature effective July 1, 1941, and in March of 1960 the statewide case-
load wits 302 and the average. grant was $111.41. This second program of public
assistance for the blind in this State, which is distinct from the older category
of aid to needy blind, resulted clearly from recognition on the part of the legis-
]ature of the fact that relief from the distress of poverty alone is not sufficient
for those blind persons who wish to have an opportunity to achieve self-support.

The Constructive purposes of the aid to potential self-supporting blind resi-
dents law are eloquently set forth il section 3-t00 of the statute. "The purpose
of this chal)ter is to provide a plan for this State whereby the blind residents of
this State may be encouraged to take advantage of and to enlarge their eco-
nomnic opportunities to the end that they may render themselves independent of
public assistance and become entirely self-supporting. To achieve this objec-
tive, resources and income beyond the necessities of bare decency and subsistence
are required. This chapter, by allowing the retention of necessary income and
resources by those of the l)lind showing a reasonable probability of being able
and willing to undertake the acquisition of resources and Income necessary for
self-support will encourage them in their efforts to become self-supporting."
This program Is financed entirely by the State and county governments since the
Federal Government will not participate because of the liberal provisions for
exempt income and property in the statute. The rehabilitative aspects of the
program, however, seemed ample recompense for loss of Federal funds.
In aid to potentially self-supporting blind residents the eligibility requirements

are the same as for the federally reimbursed aid to needly blind program, except
tlat: (1) a lmxiuin of $1,200 a year of net income from all sources Is allowed
without deduction from the maximum monthly grant of $115 a month, plus 50
percent of all net income above $1,200; (2) a nmaximum of $5,000 in assessed
value of real and/or personal property, less encumbrances, is allowed together
with and additional $5,00 in such property if needed as an Integral part of the
plan for self-support ; and (3) the recipient of aid to potentially self-supporting
blind residents must have a reasonably adequate plant for self-support and must
give evidence that le Is attempting to carry out that plan through a sincere
and sustained effort.
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II. Operation (1d results of the prograun
Since the aid to potentially self-supporting blind residents program began

in 1941, the State social welfare board has provided two criteria for eligibility
it addition to the usual requirements with respect to property, Income, degree
of blindness, etc. The criteria are (1) a reasonably adequate 1)lan which
may lead to self-support; and (2) a sincere and sustained effort to further
that plan. Evaluation of a plan for self-support by the county social worker
is, of necessity, anticipatory in nature if the individual is just embarking on a
plant the adequacy of which can only become apparent with the passage of time.
However, reevaluation of a current lan for self-support Is usually slanted
toward its success as shown by progress nade toward achieving self-support.
Experience has indicate([ that even though originally a plan may have been
subject to soiie question, the encouragement given the blind person often leads
him to more satisfactory results than originally appeared possible. The amount
of money earned by an Individual is only one factor in determining adequacy
of a plan. It is the probability of future earnings sufficient for self-support
which is a more final determinant. It is important to consider the length of
time a given plan has been hi effect. However, a plan which requires a long
period of preprat ion and training may be acceptable even though it may not
produce imndiate income, as for example, university training which experience
has proved to be perhaps the best type of plan for self-support of all.

Whenever a blind person is a recipient of aid to potentially self-supporting
blind residents. or api)lies for aid under the program, It is crucial that a very
thorough and intensive and Individual examination be made of his particular
situation. It Is, of course, up to the blind person himself-witii such help,
consultation and advice as lie can secure-to determine his own plan which
lie hopes will lead him to self-support. But whether the )lan is one which is
likely to eventuate in complete self-support or not, Is a matter of his judgment
anlrd the judgment of the county social worker and the employer. In order to
make this judgment a sound one it is indispensable that a very intensive exam-
illation le made of the individual situation. It is not simply enough to say,
if at blind man vants to go into a certain occupation, that that occupation is one
in which few blind persons have succeeded. It very well could be an occupa-
tion in which that particular individual cali succeed. This is the clear-cut It-
lustration which Is most sharply made by a case like that of I)r. Bradley Bur-
son. Dr. Burson is a blind man, totally blind, who is a nuclear physicist, an
experimental nuclear physicist. If lie iad offered is a plan for self-support
going to a university and becoming a nuclear physicist, in all likelihood most
persons might have said that this was not a plan likely to lead to self-support,
but this would be a generalized conclusion about a plan and ii this area it is
extremely important to avoid generalized conclusions. As a matter of fact,
someone who examined Dr. Burson's talent. and his individual situation might
very well have concluded that his was a good plan even before he demonstrated
that It was by succeeding at It.

Ili 1955 the department prepared for and subliitted to the legislative auditor
a study of the aid to potentially self-supporting blind residents program. In
that study a comlrison was nmde of the caseload as of December 1950, June
1153, and September 1954. Since December 1950, and aid to potentially self-
supporting blind residents prograii has been administered with increasing
emllhasis oii demonstrated progress in the achievement of self-support by re-
cilpients and transfer to aid to needy blind of those w'io did not meet this
(riterion, or who could not develop a more adequate plan. The result has
been a progressive reduction li caseload, but also a caseload of much greater
potentiality for eventual self-support.

This study also showed an increase in the number of students aided by the
aid to partially self-supporting blind residents program, both numerically and
proportionately. It should be noted again that this group of recipients (stu-
dents) is known to have a much higher potential for eventual self-support than
any other group.

The substantial success of this department and of the counties to weeding
out recipients withI low potential for self-support froii the aid to potentially
self-supporting blind residents program was made very apparent by the tabular
material included in this study. The number of recipients with annual earn-
ings of less than $100 declined from 21.6 percent In December 1950 to 5.3 per-
cent in September 1954. The number with annual earnings of less than $600
declined from 71.6 percent in December 1950 to 32.0 percent In September 1954.
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On the other ]land, only 5.6 percent of the recipients had earnings of $1,000
or more in )ecember 1950, compared with 25.7 percent In Selptember 191-1.
Medflian earnings reported in l)ecember 1950 report were about $380, in June
1953 athout $7-t0, and tI September 1954 about .820.

By )eetmler :11, 1.)47-M;1,/ years after the program hegan-a total of 847
1)ind men and wotnein had beel granted aid under the aid to potentially self-
slpprting blind residents statute. There were 173 of these individuals, or ap)-
Jproximately 20 percent who had become self-supporting.

As of June :30, li49.-after 8 years of operation of the lirogram-933 different
blind ielan atd women had been gratite(d aid lnder the program. There were
3M persons. or almost 32 percent of the total who had achieved self-support
for periods of time varying from several nionths to permntliment self-maintenance.

)urlng the fiscal year ending -June 30. 1953. almost 25 percent of all cases
(lisconltinie(d were (lil to income front earnings of the individual.

During the fiscal year edi(ling June 30. 195-, a total of 173 r'm,.pients of aid
to ltntally self-supporting blind residents had their aid discontinued for
various reasons. a1i1(1 32 percent of this number were discontinued because of
e.1irtiti1gs.

During the fiscal year ending June 30, 1955, a total of 155 recipients of aid
to potentially self-supporting blind residents were discontinued, 49.1 percent
hcluse of ellritigs.

l)urin, the fiscal year ending .June 30, 1956, a total of 137 recipients were
discontiuld for all causes. Of this number, 33 percent were discontinued be-
(ause of earnings. Stated in another way. there were 40 persons discontinued
due to earnings. Sli(.e the statewide caseload during that fiscal year was 391
(a.ses, tilt, means that almost 12 percent were discontinued because of earnings.

During the fiscal year ending June 30, 1957, 11.5 percent of till old to po-
teatilly self-suiomrting blind residents cases became self-supporting for periods
of time varying from several maonttls to l)resunmbly complete self-maintenance.

)urng the calendar year of 1954q a total of 174 recipients of aid to potentially
self-supporting blind residents were discontinued for all causes. Of this total,
30 percent were discontinued because of earnings. onw of these will have their
a1d restored while others have achleve(l per-matent self-support. The rehabita-
tive atlues of the aid to potentially self-supporting blitd residents program (.an
be secni by comparison with the results under 1i(1 to needy blind. ringg this
same period only 2 percent of all discontinuances were due to the earnings of the
recipient.

In other words, during the calendar year of 1958 some 52 recipients of aid to
potentially self-supporting blind residents were discontinued because of eari-
iogs. This means that over 17 percent of the (aseload achieved self-support for
varying lperio(s of titne. It should be noted that for every recipient under the
]programi who ac('lieves pter la lletit self-ttaimttelami(e, there is a saving in public
funds of approximately $1,475 -every year. Thus, if 52 blind persons achieved
full self-support during the calendar year 1958 (and some of these may have
real)pliml after several nionths) it voull mean tl annual saving in public assist-
ance fluids of over $76,000.

Ill. Stinintary and coaclhslions
The 1tutatber of recipients und(Ier aid to potentially self-supporting blind resi-

dents who have achieved full self-support during the past 19 years is most en-
(ouraging and conIstitutes i tribute to the courage of these blind persons. We
do not feel that this happy result could l(pssibly have been ac.hieved under the
small amounts of exempt Income and property perinitte(l under the aid to needy
blind program. This is particularly true In those iany instances where the
blind reiipient moves gradually toward full self-support through the practice
of a trade or profession or tn operation of a business or agri(ultural enterprise.

Onie of the base objectives in the social welfare prograits for the blind it
('alifornia is to assist blind person" to (eereisl, a ellea(lency In till of its Itaty
forms. Self-support and self-care have recently been incorporated in title X of
the Fethral Social Security Act as basic objectives of aid to the blind. The
provision of liberal exeml)tions of earned income and prolKirty ownership un(ler
the aild to potentially self-supporting blind residents statute have undoubtedly
been powerful incentives to many blind tien and womnenm iti their quest for ec(o-
noitc independence since 1941. If the self-support objective of title X is to
become at all meaningful, far more liberal exemptions of income ind property
must be permitted by the Federal Government in the States' aid to needy blind
prograins.
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(The following letter was also recorded for the record:)
M1ISSOURI FEDERATION OF TIlE BLIND, INC.,

AFFILIATE OF NATIONAL. FEDERATION OF TIlE BLIND, INC.,
St. Louis, Mo., Jrnmc 26, 1960.

Senator HARRY P. BYIRD,
("'httirnman. cite Finance Committce,
Senate 01ice Building, Washington, D.C.

DEAR SENATOR BYRD: Long before Congre. passed the Social Security Act, both
Missouri and Pennsylvania maintained their own entirely State financed aid to
the blind programs. Designed to encourage their clients to trive for rehabilita-
tion, leading to partial or full self-support, these programs have been of incal-
culable social and economic value. Moreover, since Congress provided for Fed-
eral aid to the blind, these State programs have saved the Femleral Treasury it
very considerable sum by bearing the full expense of all grants-in-aid to blind
Missourians and Pennsylvanians whose "estimated need" disqualified them front
nmaxlnum assistance under the Federal plan. In other words, these States con-
tinued to assume full responsibility for tie grants-in-aid to all their blind citlsons
who c mId qualify for some, but not maximum, Federal assistance.

Strange as it nay seem, ever since the Social Security Act became law, the
Federal I)epartment of Health, Fducatiom, and Welfare has tried to destroy
these splendid programs. At first, 1EW withheld Federal participating funds
in aid to the blind pending elimination of these State-financed plans. In 1950
however, the ban on such funds was temlmorarily lifted, Since then, four special
acts of Congress have mercifully extended the cutoff date originally set by the
Department of HIEW as a deadline for Missouri and Pennsylvania to choose be-
tween abandoning their Incomparable programs or forfeiting Federal particlpat-
ing funds in aid to the blind.

The current cutoff date Is June 30, 1961; but Ht.R. 12580 provides for 3-
year extension to 1961. Although this hill will undoubtedly undergo inany
changes before meeting with Senate approval, please give your full support to
the 3-year extension of the cutoff date on Federal participating funds In aid
to the blind of Missouri and Pennsylvania. By protecting these State-financed
programs, you will be protecting the Federal Treasury as well. And through
helping us to thwart unjust pressure from the Department of Health, Education,
and Welfare, you may iw instrumental in helping other States to see the folly of
bartering their rights and duties In exchange for administrative funds from
powerful Federal Bureaus.

Cordially yours, ALMA MURP'IlEY, President.

Senator HAIIRTKE. I just want to say I agree with the statement
with regard to the statement by Mr. Nagle and also the fact that one
of the most serious problems that the blind people have today is not
tho question of whether or not they can do the job but some of the
prejudices against hiring them in the first place.

Thank you, sir.
iMr. NAGLE. Thank you.
The CHlIIMAN. The next witness is Dr. Eugene MeCrary, Ameri-

can Optometric Association.
Doctor, have a seat, sir, and proceed.

STATEMENT OF DR. V. EUGENE McCRARY ON BEHALF OF THE
AMERICAN OPTOMETRIC ASSOCIATION

I). MUCiAR. M1r. Chalirman, and members of the committee, miy
mmne is Eugene McCrary and I am an optometrist practicing il
(College Park, Md.; for the past 3 years 1 have been a member of the
Department of National Affairs of the American Optometric As-
sociation. I am also president. of the Maryland Association of Op-
tometrists, and a. member of the Maryland State Board of Examiners
(in optometry).
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The legislation being considered by the committee is to be known
as "The Social Security Amendments of 1960."
The bIill, II.R. 12580, covers many plases of our social security

program, but the one to which I will confine my remarks is known as
title VI of the bill which would add a new title to the act to be known
as "title XVI-Medical Services for the Aged."

It is my understanding that there is a possibility that the language
of some of the other bills which have been intro(iuced, dealing with
this subject, may be substituted by wav of an amendment for that
contained in title VI of this particular 'bill.

In view of the time limitation, I have attached to my prepared
statement suggested amendments for H.R. 12580, I.R. 4700 known
as the Forand bill, and S. 3503 sometimes referred to as the McNamara
bill.
,My first recommendation is that any legislation enacted by Con-

gress should, wherever possible use the word "health" rather than
"medical."

This would mean that the title of the particular bill under con-
sideration would be amended to read "Health Services for the Aged."

There are many disciplines besides medicine which render pro-
fessional services to the American peol)le and particularly to the aged.

The profession of optometry to which I belong is one of the most
iml)ortant if not the most iml)ortant, discipline outside of medicine
and dentistry.

Practically all of our older citizens who are beneficiaries of the
social security system have vision problems. The vast majority of
these. are patients of optometrists. Because this bill is designed to
provide assistance in a field that is frequently referred to as "major
medical" and deals particularly with cases involving surgery, some
of you may question the necessity of providing optometric 'services
for the !eiefiiaries of the proposed law.

One of the most common surgical operations performed on our
older citizens is that for the removal of cataract. Well over 50 percent
of tile catniract cases are detected by optometrists and referred to
oplthl mologists for surgical care.

Not withstanding the fact that the American Medical Association
has declared that it is unethical for a doctor of medicine to confer on
a professional basis with optometrists, or to teach in the schools and
colleges of optometry, nevertheless, a substantial number of these
patients are seut back' by the surgeon to the referring optometrists for
)ostoperative refraction and the furnishing of corrective eye wear.

Were it, not for the hostile attitude of the American Medical Associa-
tion toward optometry, and particularly its section on ophthalomology,
more of these patientS would be referred back to the optometrists. In
many instances it is much more convenient and results in a smaller ex-
penditure of time and money for the patient to go to an optometrist.
for postoperative refraction and for his lenses.

ITnder these circumstances it, is iml)erative that the language of the
bill be broadened.

Senator DoULAS. Mr. Chairman, may I ask the witness a question?
Doctor, you speak of the American Medical Association policy in

terms of it being unethical for an M.D. to confer on a professional
basis with optometrists?
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Dr. McCRARY. Yes, sir.
Senator DOUGLAS. Does that mean a doctor who confers with you

would be liable for expulsion from the medical association?
Dr. MCCRARY. le would be liable to discipline which may include

exulsion.
Senator DOUGLAs. Do you know of any cases where doctors have

been disciplined?
Dr. MCCRARY. I do not personally know of any cases.
Senator DOUGLAS. Do you think it exists?
Dr. MCCRARY. Yes, sir; I do.
Senator BENNETT. Have you ever had a doctor confer with you?
Dr. MCCIARY. Yes, sir.
Senator BE-NN.ETT. Do you know whether he was disciplined for

that conferring?
Dr. MCCIIARY. No, I do not. My personal relations on a com-

munity basis with physicians is quite good, but this apparently in
sonm areas it is my understanding that there is practically no inter-
professional relationship due to this resolution.

Senator BIENNETr. It isn't nationwide and it isn't automatic.
This punishment. or discipine is neither nationwide nor automatic?
Dr. McCRAIR,. It is not automatic, I don't think. It is my under-

standing that this was a resolution adopted by the AMA house of
delegates. Therefore it probably is nationwide.

Senator Bmx-'t-t. Do you have the text of the resolution?
Dr. MCCRAiRy. No, sir, but I will be happy to furnish it to the com-

mittee.
(The resolution referred to follows:)

RESOLUTIONS 77 OF TIHE AMERICAN MEDICAL ASSOCIATION, ADOPTED BY TIE HOUSE
OF DELEGATESS IN ATLANTIC CITY, JUNE 1955

Resolved, That it is unethical for any doctor of medicine to teach in any
school or college of optometry, or to lecture to any optometric organization, or
to contribute scientific material to the optometric literature, or In any way to
impart technical medical knowledge to nonmedical practitioners.

Senator DOUGLAS. Well, such advice as you get is bootleg advice, is
it not, that is it is advice which they offer you contrary to thle declara-
tion of the AMA.

Dr. AICCRARY. Yes, sir, I would say that is correct.
The Ci ,N. Any further questions?
Dr. MCCRARY. If I may continue, sir. We would like to recommend

that the beneficiaries of the program regardless of the form it takes,
be accorded the freedom of choice of any practitioner duly licensed
by the State to render the service to which the individual is entitled.
We know only too well from last, experience that an express mandate
by Congress to this effect is indispensable if the individual is to possess
this right.

As an example, permit me to remind you that by administrative
action optometrists were originally excluded from participating in
the aid to the blind program established by title X of the social security
law.

In the interest of the beneficiaries of that title Congress by the 1950
amendments of that law, expressly required that State plans to be
approved must make available the services of optometrists to the
beneficiaries who desired to utilize them.
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This has beeii of real benefit, particularly to beneficiaries living ill
smaller comnniities or rural areas where, 'in order to obtain services
of optlialmologists or physicians skilled in diseases of the eye, the
beneficiary must travel a distance of anywhere from 100 to 200 or
30) miles, while an olt onetrist might be his next-door neighbor.

To assure the I)eneficiary of this right, we respectfully recommend
that there be added to I.R. 12580, title VI, sect ion 601, "SiC. 1602(a)
(6)" the following language:
* * * and shall n(.(rord the Individual freedom of (eholce of ally practitioner
duly Heilsed Io rePlhr lhe service to which the Individual Is entitled.

This follows the same pattern as the 1950 amen(hnent to the aid
to the blind program except that it includes all dily licensed health

'Tle Senlate on i 1y.r~s weelcq5iupi u acto4pase
1.R. 7966, tle Sole pjurfose of which wais to acctipd.Jt similar privilege
to vet erals enltitleiVfo oiutpat ient visiofl care.

The same re'u6ns which promlipte l-h0tli the House tiu(d the S na'e
to pass this 1hl without a. i -sellti g vo i .e equally il plicable to

lhe )rOl)OSe( ,tiiendmei t 0) th t )',l pen ing legis ation.
Th ( A *u!can fe ]eif Asso ialtioi\ is a .3iat advoeafe o freedom

of choice z 'nolig phygieians. i t. fluAhupime the advocate ulniting
the ehoic' of the lpatien-to40i11 em ers the ine ica professiu i, even
lugh qo ler professions in tf th kiehl are'egul ed and I ensuedd
by the s tates, and their sevI t. utiliz ( e(enisive1y by tho who
are frep in hoose"- ?.

When I "ury lord.'Sl,1 w0I .A ipprdaeliit about ofteriq g the
pbI)lcic choice of colors 1i\Foild c [I s rep,,ted to haves id

"The Iurelaser\is free . select on r he desiress so 1 i.ig as
it is hae]" That iu the yiie ni l calk )fesShn regards th entire
field of h alth eare.\.fleidividmlsho ild lbe free t& select tI p prac-
tit ioner of is choice so long as he isan M. ./i/It, is con'alv to the public interest anl Ailt ican trait ion for

congress to ass legislation providing hea It are for amj4 group of
011 citizens, an leave it iii the-pswr))f the executive dfInrtlents of
lhe Government o require the beneficiaries to selec-only members

of the medical pro fsioni to render a service whi0i Can be providedd
iy another profession"inujhe health field whicip.'s dulyk einsed and
regulated by State law. f . . .

If ourm' aged citizens are to have the same freedoWN e ie of
pract it1oner 1der Gov ernment-sponsored health care programs that
hey, do prior o tlie time they reach tihe qualifying age, tlie amend-

meids ath iehed hereto as exhibits, or coml)arable amendments, are
ind ispensable.

I have referred to our experience uIider tle aid to the b;ird ro-
gramn and vision care for the. veterans. In oiclusion I would like
to meut io1 lhelf the experielice of our profession in connect ion with
omu nat ionial defeluse.

The Ariiyv (lurinig World War' II refused to commission oplol1-
etfrist 5 d permit tlhen to )l'actice their l)rofession. In the iliterest
of tlhe visual welfare of the Army (the Navy was commissioning
optomet wrists and utilizing their professional services) Cogress
l)assed the Optometry Corps bill in May of 1945, over tle strenuous
opposition of tle War Department and the Anericatn Medical Asso-
ciation.
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While this bill was vetoed because World War I1 was (rawing to
a close, the administration because' of this congressional action agreed
to and did sponsor the Medical Service Corps law of 1947. This
resulted in tlhe commissioning of optometrists in the Regular Army,
Navy, and Air Force.

There are now soine :150 optometry officers on active duty in our
Armed Forces, with ranks ranging front second lieutenmnt to colonel
or the equivalent ranks in the Navy.

Even the Army Medical Corps now recognizes the invaluable serv-
ices which optometrists are performing in caring for the vision of
the man and woman in uniform and their dependents.

When some of the States have what are referred to as antidiscrimi-
nation laws, our National Government should not atteml)t to discrimi-
nate between professions that are duly licensed and regulated by
State laws. The individual is entitled' not only to assistance when
needed but to freedom of choice as to who shall provide the health
care services.

The detailed amendments are attached hereto as exhibits.
(The amendments referred to follow:)

PROPOSED AMENDMENTS TO II.R. 12580 To ACCOMPANY THE STATEMENT OF DII.
V. EUGENE MCCRARY, ItEPRESINTING TIE AMEIRICAN OP1TOMNE'rIc ASSOCIATION,
JUNE 30, 1060

(Note: The page and line references are to the bill as Introduced In the House on
June 9. 1960)

Page 154, line 1, strike out the word "MEDICAL" and Insert In lieu thereof
the word "1IEALTI"; line 5, strike out the word "MEDICAL" and insert
"HtEALTH" ; line 9, strike out the word medicala" and insert "health"; line 15,
same amendment ; line 17, sane amendment.

Page 155, line 3, same amendment; line 5, same amendment; line 8, same
amendment ; line 13, same amendment; line 16, same anlendment ; line 17, strike
out the semicolon and insert the following: "* * * and shall accord the individ-
ual freedom of choice of any practitioner duly licensed to render the service to
which the individual is entitled ;".

Page 156, line 6, strike out the word medicall" and insert "health"; line 21,
same amendment.

Page 157, line 7, same amendment: line 10, same amendment.
Page 158, line 13, same amendment ; line 18, same amendment.
Page 159, line 4, same amendment ; line 12, same amendment.
Page 160, line 5, same amendment ; line 10, same amendment.
Page 162, line 4, same amendment.
Page 163, line 14, same amendment; line 15, same aneldnient; line 18, same

Page 163, line 19, strike out the word "physiei 'i" and ilnsrt ill lien thereof
the words "a duly licensed praetitioner"; strike out the word "liedit,.t I y."

Page 194, line 6, strike out the word "llledical" ;:nd illsert "healllh": line 5,
same amendment; line 12, same aniendmnient.

Page 1(15, line 8, same amnidment; line 12, strike out the words "llhyslelans'
services" and Insert InI lieu thereof "health services"; lille 13. strike ll( "t" lad
Insert "an" line 14, strike ou "lhysiehll" ll ] iInsert In lHell there'f "indi\vid-
11l1" and after the word "lleelsed" insert the words "to pra.tic,. Ill I he ii1d of'
health care."

Page 1 linle 9. strike olit tile words "a 1hysiaiall" 'nd illsert ill lio ll treof
time words "all individual duly licenlsed to prlclie by tlhe St te in Ihe field ofl
health care."

Page 167. line 18, strike o1l the word "Medical" 1111d insert ill lien theleof lhe
word "Health."

Page 1118, line 2, strike out the word "iledlical" I1 hlist'li ill I C'I I llm'eroi !lI
word "health" ; line 22, saiie ainenditvit.

5S:1-7--00--20
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Page 169, line 3, strike out the word "medical" and insert "health"; line 8,
same amendment; line 24, same amendment.

Page 170, line 7, same amendment ; line 23, same amendment.
Page 171, line 13, same amendment.
Page 178, line 5, strike out the word "Medical" and insert "lIealth": line 6,

same amendment; line 1), same aniendmaent; line 10, same ainen(inent; line 12,
strike out the word "medical" and insert "health"; line 13, same amendment;
line 16, strike out "medical" twice and insert "health" twice; line 19, same
amendment; line 21, strike out "medical" and insert "health"; line 22, same
amendment; line 24, strike out "medical" twice and insert "health" twice.

SuGs'rE AMENDMENTS TO II.R. 4700 (FoRAND ItI L.-FElitUAiY 1959)

Page 7, line 10, strike out the period and add the following: "and except that
in prescribing and furnishing corrective eye wear or lenses following eye sur-
gery, such indiv(lual way select it dily licenlsed optonletrist."

Page 11, line 16, after the word dentiststs" insert "optometrists."
Page 12, line 8, after the word "dentist" insert "optometrist."
Page 16, line 11, after the word *'homes" Insert "optometrists."
]'age 17, line 3, after the word "physicians" insert "optometrists."
Page 18, line 14, after the word "physician" insert "optometrist"; line 15,

after the word "home" insert the words "postoperative."

Pol'oSo .i- INlmMlN'imS TO S. 3-503 SOMETIMESS REFERRED TO AS THE 2ICNAMARA
BILL)

l'age 1, lille 3, strike out tie word "lefic'al" and insert ill lieu thereof the
word "IIat Ih".

l'ugo 2. lines 6. 13, 20. 25, strike out tim, wor( "Mei('al" and lisert in lieu
tlreof the word "health".

l age :3. line 7. saeia llme(liment.
'age -1, lines 5 and 1( , same amendment.

l'Page 5, lines 1-1 imnm 21, same animeidment; line 24, strike out tile word
"'Iysoviam" and insert in lieu tiereof "duly licensed practitioner".

l'age (1, line 1, strike omit tle word "physician" and insert in lieu thereof the
word "r'lctitioIler": line 3, strike out medicall" and insert "health".

L'ge 7. line 25, strike out "medical" and insert "health".
Page 10, linae 5, after the vord "homes" insert "(iv) clinics" after "and"

strike out "(iv)" and ilsert il lieu thereof "(v)"; line 8, before the word
-:a mi" insert: tle word "clin ies" ; line 19, before tile word "or" insert the word
"cllnie" : line 24. st rike omt "iniedic'l" nal insert healthlth.

1age 11, lines 6, 16 and 22, same amenmiient; line 13, after "hospital," insert
'"clini'": tine 25, after them word "hlospii als" insert "or clinics".

Page 12, line 22, strike out the word "and". After the word "services" insert
" lnd (liics".

l'age -1. line :3, after the word "agency," insert "clinic," line 6, before the
word "or"' insert the word "clinics"; line 14, strike out "medical" and insert
"health".

Page 15, lhe 4, and in the balance of the bill, wherever the word "medical"
alll('ars, strike out1 tile word and insert I liel thereof the word "health"; line
10. before the wordl "or" insert "clinical services".

Dr. McCi ,IY. Mr. Chairman, I want to thank you for this oppor-
tunity to express the views of our- profession, tnd to assure you I will
be hil)l)y to answer any questions you or the nieibers of your coin-
nlittee may wish to ask.

The Cim.inr., Any questions.
Senalor I)otu(;t,.%s. )octor, I take it you object to being )laced in a

llle(ical leper ('Ololly.

)'. McCi.xiit. Yell, let me say we feel that it; is important for the
health and welfale of the Aniericaii people, to have all disciplines who

l-om n ill th, health care field to be heard anid to cooperate together
in carrying on and caring for the health needs of the American people.

Senator I)otIl.s. How lg ma pel'iod of su(ly do tlie optometl'Sts
ha'e to have?
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Dr. iMcCt.\iRy. The present requirements are 6 years at college
level in some of our schools, and 5 years in the others.

Five years is the mininiun.
Senator Dou(mAs. That includes liberal arts and then nlediciine, too;

I mean optometry, too?
I)r. MCLrARY. Yes, sir.
Senator )oUGLAs. Courses in physics and in vision and so forth?
Dr. McC m ty. Yes, sir; the subject matter in the preoptometry,

premnedicine, predentist is basically the same for the 2 years and
then as you study in a more particular area of the field, we cover
pl)hysiologxy and anatomy, psychology, physics, pathology, all of the
various aspects.

Senator Dour,,As. So you are not corresponding school doctors?
1)r. McCit.RY. Positively no, to my knowledge.
Senator I )oirr,\s. How do you account for the attitude of the

American Medical Association?
I)r. McCitxity. Vell, sir, that is a big question. I think frankly

fliat there is basically an economic reason for it. I think basically
that is the segment of vision care rendered the American public;
there are two groups which render this care and that as a result of this
there is some economic rivalry existing. This is my personal opinion,
and I am speaking now as an individual giving his personal opinion.

This is my feeling, and this seems to be the basis.
Now to point up an illustration; In the Armed Forces, I had the

privilege of holding a commission in the Medical Service Corps of
tie Navy.

I have served 2 years on active duty from 1951 to 1953. There is
no problem with any professional cooperation when the economic fac-
tor is removed. I would say that, interprofessional relationships were
beautifully cool)erative and I might add, too, for the benefit of the
pat ient Imc)aus,, wien these differences take place, it is the patient ulti-
mately who loses.

Senator I)olai:ms. You make a very serious charge, sir.
)r. McCimiRY. Well, we are quite concerned about this. We in

optometry are quite anxious to resolve these differences because we
feel it is in lhe public interest to do so.

Senator l)ovmoIs. Have you tried to adjust this by conciliation with
the AMA ?

l)r. McCm.%ity. Yes; there has been in )ast years, a committee known
as tle Interl)rofessional Committee on Eye Care which had repre-
sentatives from medicine, optometry and ol)ticianry, this committee
operated, I believe, lived about 6 years and was disbanded about 5
years ago; it was disbanded in 1955, as a result of the action of the
house of delegates of the A3TA.

We would like to see this problem resolved and we would like to
make, every effort to do so.

Senator l)ouc,.\S. So you resort to legislation only as a last resort.
Dr. McCiRARY. Yes; we feel that the ol)tometrist is well trained to

render (he unique services which he, offers to the public and he should
imot. ie disenf rancliised from rendering this service.

Senator l)oua.\s. Thank you.
The (Cr:\mwu.\. Any further questions?
Thank you, Doctor."
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Senator 1lmr'ric:. Mr. Chairman, before the next. witness is called
I would like permission of the committee to insert inl the hearings at
this tie a resolution approved by the Governors' Conference on June
29, 1960, a(lvocating the medical care under the framework of the
old age str'ivors and d(isal)ility system and recording the vote of 30
for and 13 against with 11 not voting and also, not a part of the reso-
lution but. the statement that all the Governors present indicated they
were for the principle of national health insurance plan for the aged
although they voted, some voting against disapproved of OASD
financing.

The C,\muArN. Without objection, the insertion will be mn1ade a part
of the record.

(The document referred to follows:)

TExr OF RESOLUTION AIrmiovEI BY GOVElNORS' CONFERENCE, JUNE 29, 191:0

PiIOiLEMS OF TIIE AGING

1vhereas the Goverl'llnl Conference for many years has been acutely aware
of the growing number and complexity of problems faced by our increasing
plllation of senior it izens, including health and medical care, employi,:ent
and lnilme ma1intenan(e., provision of suitable housing, and enrichment of
hisi (,tie lia(tivities: and(]

"Whereas the most )ressing of these problems is the financing of adequate
h1(11.i h and ... d,l en cre: now, therefore, be it

I'olrd biy th' 52d alual mecting of the Gorernors' Confcrence, That Con-
gil'...- lhe Iur'ged to (xla-t :tg'slation providing for a health insurance W)mmi for
irsols .65 yeal's of ag( and over to IN financed prianil'ally through the con-

trihuitory planl and framevork of the (1(1 ege survivors and disability insurance
sys-tic : and Ie it further

lIsolrul, That th( Alates support andl lartlcilpate actively In the forthcoming
'hltet House Coi'feren(ce oil Aging to the end that lublic all(] private agencies

Io' .,f imulhted and encouraged to develop approaches to all the lroiblemus of the
aging.

Vote : 30 for; 13 against; 11 absent or not voting.
Vote for (30) : Alabama ; Egan, Alaska ; Arizona ; Faubus, Arkansas; Brown,

California ; M(Nichols, Colorado; Ribicoff, Connecticut; Collins, Florida ; I)ock-
11,4, Kansas : Combs, Kentucky; Maine: Furcolo, Massachusetts: Williams,
MI(.hiza : Freeman, Minnesota Blair. Missouri: Montma; Nebr 'ska; Sawyer,
Nevada: Meyner, New Jersey; New Mexico; Rockefeller. New York: DiSalle,
Ohio: Oklahoma : Rhode Island : Herseth, South Dakota ; Tennessee ; Texis ; Ver-
mont ; Rossellini, Washington ; Nelson, Wisconsin.

Vote agaInst (13) : Delaware: Georgia; Idaho; Illinois; Indiana ; Now
ha mnishire: North Carolina: South Carolina; Utah; Virginia; West Virginia;
American Samoa ; Virgin Islands.

Ablueitt or not voting (11) : Hawaii : Loveless, Iowa ; Louisiana ; M1irygnd ;
M'ssissippi ; North I)akota ; Oregon ; Pennsylvania ; Wyoming; Guam ; 'uerto
Rico.

The CHAIm, M.N. The next, witness , is Dr. Iilgh E. Chanc'e, Im 'r:a-
tional ('iropra.ltors Assoviat ion.

I-)r. ("Iance, take a seat, i i.

STATEMENT OF DR. HUGH F. CHANCE, INTERNATIONAL CHIP0-
PPACTOSi ASSOCIATION; ACCOMPANIED BY DR. S. K. KFISFIR,
LANCASTER, PA.

Dr1. ('11ANCE. 1,11. (mi'imm and~ macimie's of time (ommiit ie, I iiavO
wit It mme I)r. S K. Ki-cr ol' ! Vl('s 'ev, lMa.. ebai,'mm of oi.ur ..)v:*',I t -
tee oil legislate 101: l)reviousl v ill the room btut, he had to leave w'as 1)-.
.1oie 'lhaxton, our vice pIesi(ledmt, tfroi Raton, N. 'Mx.
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I wish to correct all impression that may have occurred because of
the reference to the title )octor which aplears on the witness list. I
have a J.D. degree in law, and it should be, perhal)s, Mister instead of
)octor.
My name is Hugh E. Chance. I am executive director and general

counsel of the international (hirol)ractors Association with headquar-
tei's ill Davenport, Iowa. Its neml)ership represents a nonl)rofit pro-
fessional association of thousands of )racticing chiropractors through-
out the United States.

First of all I wish to express appreciation to the committee for mak-
ing time available to call attention to the significant fact that Il.R.
1 2580, title V in its present form (toes not permit the eligible individ-
uals; namely, those over 65 who qualify foi I)enefits, to use or employ
chiropractic services.

This, notwithstanding the fact that chiropractic is the second-
large.st healing art in the United States (estimated at over 20,000 now
in I)ractice) ; notwithstanding the fact that chiropractors are licensed
to practice in 46 of the 50 States; and notwithstanding the fact that
between 30 and 40 percent of the family group)s in the United States
make some use of chiropractic services each year. It is also significant
that more people in the older age brackets go to chiropractors than
do people in other age groups.

We wish to urge that the people who are to be the beneficiaries of
this legislation should have freedom to choose the doctor and the
method of health services; that those who are chiropractic patients
should not be completely discriminated against.

We are not involved here with any Consideration of the relative
merits of one system of healing versus another system. Nor are we
concerned with legal recognition of chiropractic. 'That matter is for
the several States to consider and, as we have already indicated, 46
of them have granted legal status to the chiropractic P)rofession.

What we are concerned with here is permitting the beneficiaries
under this proposal to make use of services already recognized by the
vast majority of States.

For this reason, it is proposed that title XVI, Medical Services for
the Agel, section 1606(e), 11R. 12580, be amended as follows:

(e) The term "physicians' services" means services provided in the exercise.
of his profession in any State by a physician, osteopath, or chiropractor, licensed
in such State; and the term "physician" includes a physician, osteopath, or
chiropractor licensed in such State. * * *

This amendment as l)resented would guarantee the continuance of
benefits already offered through most, State old-age assistance pro-
grlamns successfilly operating today. To fail to include chiropractic
in some manner in t-his legislation presently before your committee,
or other legislation now before the Congres s, would in effect. cancel
or abrogate the right of a potential of several million citizens to use
a healing service proven to be of great personal value.

In conclusion and on behalf of the members of the International
Chiropractors Association I again wish to express appreciation to the
distinguished members of this committee and the honorable chairman
for the courtesy of granting time for this presentation.

The CH.\1,1AN. Thank you. Any questions?
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Senator IIurTKcr. What I would like to ask, implied in your state-
ment is that you alprover generally speaking, of the type of legislation
which would give care in probleins of health as I understand it to
the aging; is that, right ?

Mr. (m,%NcmE. Yes, the. association is sympnathetic to this move. It
has not, however, taken any delilitive action on any particular
proposal.

Senator ILriTKi. Nor on the method of financing?
Mr. CiN.Cr. No.
Senator Il'rKi:. Your sole concern at this time is that whein and

if legislation is approved that it be amended generally along the lines
which you have indicated?

Mr. ChAxc. That is correct.
S1 nator '.IKE, Thank you.
Senator CuiRIs. 1 aI1 trl:ing to locate section 1606(e).
Mr. CANXCu. It is on page 165, down about the middle of the page.
Senator CUTIS. Of this publication i
Mrl. Cll.%\xcr. No, of the House bill, H.R. 12580, it is on lines 12 to 1.
Senator Cur'ns. Is that term defined in the present law relating to

me(d lea] assistance for old age. assistance?
Mr. Cll.xcm'. The refeliece is back to section 1101, subparagraph

(a) (7) in the 1)56 social security law, and all that that. says on
reference is that osteopat hs are inclmided in the. term physiciansn," so by
using-

Senator Cut'iiS. In other W l'd., does this take a differeit. definition
of physician here than existing law ?

Mr. Cl [AN CE. YCes, properlyy speaking, although this is hot Ul) for
amuellillelnt at this time, alidlthat is the reason we did not ask for it
-is only this particular bill is ul for consideration at this time.

Senator (t n'u's. But are we going to have-here is the social se-
curity law, which is quite a volume in itself-are we going to have
un(lte. the social security system, under the various tiles more than
one definition of physician ? I am not quarreling with your position.

T am trying to get, the thing straight. I notice that in the com-
pilation of the social security law, section 1101, paragraph 7(a.) (7),
the term "physician" and medical care" and "hospitalization" in-
cludes osteol)ahlic l)ractitioners and the services of osteopathic practi-
tioners and hospitals within the scope of the practice. as defined by
State law.

A re chiropractors excluded under this?
Mr. Cuxci.. Yes, they are.
Senator C wrms. Osteopaths are included?
Mr. ChlANcE. Correct.
Senator Cunirts. Do you know what the legislative history of that

W r ?
Mr. CICer,. No, I am sorry, 1 do not.
Senator Cur-'is. You are si)eaking now of the definition if the. new

title. is accepted?
Mr. CHANCE. Yes.
Senator Cuirrs. Is that; what. you would like to have?
Mi'. CI.NCE. Yes, sir.

NNW~
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Senator Curris. You are not making that recommendation as to
tile existing law elsewhere unless the draftsmen say that is the way
to (to it ?

Mfr. CIANCE. Yes, we have no particular choice of wording or
choice of location on this section but we say when services are pro-
vided for the aged qualifying under this bill or any other bill which
the Congress might choose to pass that the chiropractors should be
icl tided.

Senator CU'is. riThank you.
The CII,%m.vx. Senator Curtis, do you have any further questions?
Senator Curris. No.
The CHiAR MNT\. Thank you very much.
The next witness is Mr. rilbur fJ. Cohen.
Senator DOULIAS. Mr. Chairman, I think is it well known that Dr.

Cohen is one of the leading authorities in the Nation on the whole
subject, of social security. lie was a distinguished member of the
Social Security Administration for lmanly years and has now for some
years been at the University of Micigan. I don't know anyone in the
country who knows more about the problems of social security and
old age than does I)r. Cohen.

I must say I await, his testimony with great interest.
J)r. CoIlIN. Thankc you, Senator Douglas.

STATEMENT OF WILBUR J. COHEN, PROFESSOR OF PUBLIC WEL-
FARE ADMINISTRATION, UNIVERSITY OF MICHIGAN

Ar. Coi.,,-. I had at this late hour thought that. I might, forgo my
testimony and spare tile committee this extra labor. But as I sat in
the back of the room, thinking that it. was only Senator Byrd and
myself here today who 25 years ago sat in ti Finance Conmittee
when it was first considering social security I thought I ought to take
advantage of this historic occasion to say a few words to the com-
in ittee.

This is the 215th year, Senator Byrd, of the Social Security Act.
A lot has transpired in that time, and 1 think it is well worth an op-
portunity to reflect on some of that experience.

I am testifying here in several capacities. I was a member of the
Advisory Council on Public Assistance appointed by the Secretary
of Health, Education, and Welfare purstiait to the amendments
adopted by this committee in 1958, which requested that thorough
evaluation be made of the public assistance program. Some of the
amendments in tle House-passed bill, reflect tlie views of this Ad-
visory Council on Public Assistance, whose report las been made to
you, but the recommendations of which have not yet been put into
the record.

In part, the I-ouse Committee on Ways and Means did consider
some of the recommendations of the Advisory Committee, and I
should like to comment briefly upon them.

I should like to ask permission first to insert in ti record a state-
ment of the American Public Welfaie Associat.ion on this bill since
as a member of their welfare policy committee, I have been asked to
represent them here today, too. I should like to summarize, after
put ting the statement in the record, their main views.
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The ('tiTnmtN. Without ojeletion.
(Ti doellent referred to follows:)

S'I'ATEMENTr 0o 'FILE AMEII(AN PUIII.IC WFELI.FAIIE ASSOCIATION ON II.R. 12580,
SociAI, SiCUarY AMENDMENTS OF 11960, TO TilE SENATE COMMITTEE OF FINANCE

This statement presents the views of Ihe American Public Welfare Association
on 11.11. 12580, tile Social Security Amendimeits of 11160, ItS passed by tie lHouse
of RejresentatI ves.

The Alliericlli l tli( Welfare AsEoiaIItion is the Only national organization of
i".111 and1(1 State public welfare dei ll'illilits i1lld of Individuals illegIged IIn public
welfare at all levels of government. Its iiiemibershili il'ciudes Federal, State,
and lov1al welfare aliiltistrators, board miiemiibe's andld welfare workers from
every jurls(lilol. As Ie result of the discussions ill our coiicils, coiilnittees
and colift'eiii'es. oulr bloalrd ot directors of 27 persons, representing all parts of
tpie llitry. ilIblt5 official plolicy lsitions on issues of current significance.
These tpoliey oisltions govern the association's testimony oil proposed legisla-
tion relevant to the field (of public welfare.

)ver tilte years the association has supported strongly all sound reconnien-
(l: hlslS which ha\ 'e ado(ated blroadtleninlg and strengthening the social insurance
plrogralms of our eioultry. We have talked aniny times with the Senate (oin-
iiltltee oil Fillance about our oloser %atloiis of the social Insurance anld public
welfare ploglalls an(d believe that we have llnique background for evaltilg
tilt et'rlati l lonship of social inslrailnce aind public asssitalice.

COMMENTS ON TITLE XVI

For notre than 21) years. the assocliatlon's medical care committee. made ip of
persmills knowledgeable In health and welfare progranins throughout the country,
has studied the medical care problems of needy and low-income individuals and
families allid ietll(ds of administering and lnancing ine(lical services required
by them. The medical care committee is fully familiar with the present extent
(of medical (.ro irlgrii 1ln Iphllc wvelfa re and with tie gaps which still remain.
I despite the fact that the association, since its Inception almost 30 years ago, hia1s
considered as a major responsibility the stimulation and prolotlion of programs
of lledieal (.are of adequate quality and quaIltity in the public assistance pro-
grains, anli although there have been very large expenditures for ielical care
it Ihese progranills, we find that there are gaps and deflciilen(les still existing In
nnny States with respect to the provision of niedhl(al care for the needy aged and
other needy IeI'sois. We do not believe there are more than 15 to 20 States
in which lieedy persolls, Ilcling the aged, call receive 1ll the medical care they
require with the assistance of public funis. We are in full agreement with the
de(isioll of the IIll.se Ways and Meanis Committee, therefore, that there must
114 ali,,n taken to improve tlie provision of medical ('are for aged persons, although
we are not inl collplete agreement with the method suggested, nor do we believe
that the proposal fully meets tile need.

II.R. 125,st proposes that a new Title XVI, Medical Services for the Aged,
be added to the Social Security Act. We hllave studied this title with care and
have certal collents which we vould like to subntit for consideration.

We approlve:
1. The prollibit ion in title XVI against the Illlosition of residence require-

Ilnelits lis an eligil)ility factor ill detertinillng eligibility of low-income aged
lel's)lls frl iledical care:

2. 'lhe fact that the bill recognizes the broad scope of services needed by
the iged |althollgh we (14) disagree with the lilitations Ill amount placed
411 ('eltil esseiltin I services and supplies) ;
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3. The requirement that both institutional and noninstitutional services
be lrovilded to the aged. This, we believe, will serve to reduce unnecessary
institutionalization of older persons ;

4. The prohibition against an enrollment fee premium or similar charge
to be imposed as it condition of any individual's eligibility for medical
benefits under the plan. (We believe that there should almo be a prohibition
against tny deductible or colnsurance feature since this is a needs program
1and( not alE insurance program.)

DOV-rAILIN(' TIT.E XVI INTO TITF I

We question whether there is actual need for this new title, even though we
agree with the intent and the provisions we have commented on. Essentially
the program descriheld In title XVI is part of the old-age assistance program
and it number of States are already assisting medically needy aged iwrsons tilder
title I. We believe that the same ends could be achieved by amending title I
to ]]tke clear the intent of Collgress that old-age assistance should include aged
plsolls of low income who are unable to flmaalce their full medical care require-
ments. It appears to us, from the viewpoint of tcomoinlcail ind sound administrla-
tion. that this revision of title I would be more satisfactory than the establish-
lient of am wholly new title. We believe, too, front our observation of State legis-
lative activities, that 1ost'. States would find it more possible to obtain authoriza-
tion. if needed, to expand services and assistance under title I than to obtain
legislation estalblishing a "new" program. As omie example, we would point out
that Texas would undoubtedly need a constitutional amendmnent in order to
participate in title XVI.

COMMENTS OF SECTION 602 OF TIE 1111.1,

Il this connection we would like to comment on section 602 of II.R. 12580 which
proposes somewhat more favorable Federal matching for States (an increase
in time mat(-ling ratio of 5 percent) contingent upoln a showing of an imlprovwmmient
in their old-age assistance medical care program. There are both Inequities and
lprolblenis i this provision since It would provide no additional funds til OAA
medical care to those States that have, at great State expense and with very
limited Federal matching, ltmanced broad programs of medical services and
supplies for aged persons. These States, of course, could show no improvement
in their medical care programs since they already Include all essential medical
reiluiements. We are in full agreement that the poorer States need additional
help but we think that this call be accomplished through further modifications
of the matching formula based Ul)0 per capita income in the States. The la-
Iprovement grants suggested in section 602 would, in fact, reward a number of
average or high income States that have been backward in meeting the medical
care requirements of their aged persons. Our suggestion that title XVI he in-
chided in title I would do away with this l)rovision and would make it possible,
through an apI)ro)rlate modification of the matching formula, to establish a
more equitable method of Federal participation for both the higher and lower
income States.

COMMENTS ON SECTION 705 OF THE 1111.1,

The association Is pleased to note section 705 of II.R. 12580. which would
amend the general provisions of the Social Security Act to require the Secretary
to develop and revise from time to time guides or reconmended standards as
to tme level, content, and quality of medical care and medical services to be used
in evaluating and Improving the public assistance medical care programs, in-
cluding programs of medical services for the aged. We have long felt that
the Department, through Its Bureau of Public Assistance, should provide more
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leadership to the States in this connection. We are pleased to see a recominienda-
tion of this kind in the recent report of tile Advisory Council on Public Assistance.
We would suggest that in addition to this provision there be a requirement that
the Secretary establish a broadly constituted inedical advisory committee, as
w%'as also recommended in the report of the Advisory Council on Public Assistance.

iiEALTI[ INSURANCE FeOR 0ASDI IIENEFICIARIES

We believe, however, that even with the changes we have suggested in title
XVI and related portions of 11.11. 12580, our country would be far from meeting
the health needs of all aged persons. It our opinion this can only be done through
an extension of the old-age, survivors, and disability Insurance prograin to in-
clude health service benefits. We will still need provisions under l)ublic assist-
ance for those persons who do not qualify under OASDI, but we are fully con-
vinced that the social insurance inecianisnt is the soundest approach to meeting
medical need for the great bulk of aged persons.

The association, as a result of its studies, has included in its Federal legisla-
tive objectives, which are reviewed each year by the associa tion's board of di-
rectors, the following statement :

"Health costs of ol-age, survivors, and disability insurance beneficiaries
should be financed through tie OASDI program. Arrangements for achieving
this objective should take into account the priority needs of the groups to be
served; availability of facilities, personnel and services; and protection and
encouragement of high quality of care, including the organization of health and
related services to effect appropriate utilization of services and facilities."

As this policy statement indicates, we are in full accord with the principle of
amending the OASDI program to include the financing of certain health benefits
for social security beneficiaries. We believe lhat it is not the wish of the Ameri-
can people that substantial numbers of our aged citizens be required to turn to
public assistance for hell) with their medical needs. Whereas cash benefits under
the OASDI prograni In many instances may be sufficient for the individual's
average maintenance requirements, it is rare that medical costs of nit unpre-
dictable or large character can be met unless the aged or disabled person has
considerable other Income and resources. It has been established that only a
small proportion of aged and disabled people fall into this fortunate group.

We strongly urge, therefore, the establishment of a program of health bene-
fits for social security beneficaries as part of OASI)I. This program, together
with the expansion of OAA to provide better for the medical needs of persons
not eligible under social insurance or whose needs cannot be fully met in that
wiy, would give to all aged persons the assurance that they will not have to go
without essential medical care when their working years are over. We sub-
sc.ribe to the principle of financing the costs of any health insurance benefits to
OAS)I benelicaries through the contributory social Insurance program so widely
accei)ted by the American people. We believe that it Is both proper and de-
sirable for all employers, employees, and the self-employed to finance the costs
so that individuals during their working years will build for themselves health
insurance coverage which will meet their needs after retirement. It appears
that voluntary illsillr-ace cannot accomplish this for any large number of per-
sons within t lie reasonably near future.

SUPPORT FOR OTHliR PROVISIONS IN THE BILL

We should like Io comment briefly oil some of tile social insurance provisions
in 11.11. 12580. It appears to us that the recommendations for change, both major
and minor. are in the right direction. We are particularlyy pleased with the
removal of the age 50 limitation for disability insurance benefits. We support
.t rongly. to), tile measure which void strengthen the rehabilitation aspects of
ileo disability program by providing a 12-month period of trial work during
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which benefits would be continued for all disabled workers who attempt any
planned rehabilitation rather than limiting this trial work period to those re-
veiving services uider the official Federal, State vocational rehabilitation pro-
grai, as at present.

We support the change in the insured status requirement for retired workers,
the new benefit protection provisions for widows and children, and the extension
of coverage to self-employed physicians and to a number of other groups.

We are l)ieased to note that the authorization for appropriation for the
maternal and child health services program woul be Increased to $25 million
and the services for crippled children authorization to $25 million. We are dis-
appointed that the bill proposes that the authorization for appropriation for the
child welfare program be increased only to $20 million. Our studies of needs In
this program indicate that this authorization, too, should be increased to $25
million and we have previously recommended this to the Congress. The new
authorization for research and demonstration projects in the child welfare serv-
ices prograin, which Would )ermit grants to l)bllc and other nonprofit Institu-
tions and agencies for this purpose, would meet an existing need for further study
in the child welfare field.

Mr. Com1,N. I might say that the State welfare administrators as a
whole, and those persons who make up the Americain Public Welfare
Association, after considering the proposal of the Secretary of Health,
Education, and Welfare, and conferences with him at which we at-
ten(led at his request, we come to the conclusion that the plan he pre-
sented to the committee yesterday from the standpoint of State and
local administration is not a realistic plan that can or should be
adopted at this time.

Senator DOUGLAS. That is the opinion of the American Public Wel-
fare Association.

Mr. Cohnrz. That is correct, Senator.
Senator DoUGL.AS. Consisting of State directors of public welfare.
S Mr. CoHEN. Yes, sir.
Senator DOUGLAS. And who are in the public welfare field.
Mr. CoiinN. That is correct.
Senator CURTIS. Just for the record when did they arrive at that

conclusion?
Mr. CoHE,. First, the Secretary called the executive committee of

the State administrators in for a conference.
Senator CuRTIS. Yes, sir.
I Mr. ConP,.. I can't remember the date but it -was at the time the

Ways and Means Committee was considering the legislation and the
chairman of the Wa ys and Means Conmmittee asked that they consult
fltheSenate welfare administrators, which was done.

Senator CURTIS. How large is the executive committee?
Tr. CoHEN,. At that tine it was (, 8, or 10.

Selator CurIS. how many attended ?
Mr. Comii;. About that number, I would say maybe eight, and

since that time, Senator, the board of directors of the American Pub-
lic Welfare Association has met to discuss this. I don't want to imply
that this represents the view of every single State administrator be-
cause t hey were not, consult ed individually.
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Senaori ('uirris. I am not quarreling with you, but I think we sluld
keep this ill mind, wit h reference to tiese telegrams of (Governors, and
ot hers, if wve l)ut I Iei) ini t Ito proel'rsl)e( 'ie.

I [ow iinv people ha'e seen ile formalized plan developed Iy
Fleh, ing g'

MIr. ('oIFn~. Well
Senator (1'i'ris. At the time you take the action ?
Mi. C(,oIE.x. At. thetime thie took the action Secretary Flem-

uing presented to uis it S111111iiiiiy of his proposal, cost estimates State
by State which were probably the same ones that were disc.ulsed here
yesterd', and tile details of ilhe lan but not a specific bill. There
wls iio bill at that !Iinie, bIut, ile main elements, including tile matter
of deduct ibles, coinsurance and usc of tle St lite agency

Senator (0u'r'is. So this is the act ion of tie executive board ?
Mr. CmoIi'i. Yes sir.
ieltor I l.r' If you will perimiit h.me to interrul)t and if You will

yield aIt that loint. !heie is no )ill eml)odying le Flemming proposal
iodaiY.

r[r. ('oil .x. We did not see one at tie time.
Senatot I[.I\TI(. Tere isn't, ally.
Senator I)ouul..s. It was more than the executive commit tee, was it

not ? The loa rd of directors approved this state ement.
Mi'. Coli:,,. The board of directors did not formally approve thisstatement which I submitted to you. They discussed it. It was not

formally l)resented to I ll at that tinie for their endorsenient.
The second point I want to make is a rather important point, that

all of the objectives of this new title 16 that, are in the House bill,
could )e achieved I)v (iov'etailing thel into the provisions of title 1
into tile present act w withoutt the need of setting up an entirely different
or new eategoi'v of grants, with separate plan requirements.

In other words, insofar as there are good l)Uirl)oses, objectives, and
l)rovisions in ( lI new title 16, why not l)ut them directly'into title 1 ?

Sen.itor C'ir' is. Are you saying that. by devising tie eligibility, so
far ias the meals test is ('ol(.el'hied, you can C111y out, title I ?

Ai'. (oHEN. Yes, eVery' single new provision that is in title 16 could
he inserted into title I because the objective of title 16 is nothing more
than saving "We wish to broaden tie concept of medical c.li'e n-iore
explicitly in title 1 for needy aged I)e1soiis." So there iF absolutely
no reason wvhuy there needs to he a whole new title, a wholly new set of
1)1an requirements asking the Goveinons, the budget di'ectois, the
legislatures to give authorization to a whole new program, wh'ien that
l)1ogr' already15 exists under title 1 and if you want to say that you
think the provision should be more liberal or changed, the commlitteecould Ave]] insert. that into title 1.

There is absolutely no reason that there needs to be the whole new
title.
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Senator (' 1uirs. All of these recent remarks are in reference to a
1il that passed the Hlouse.

Mr. (OIIEN. Yes.
Senator Ckii'ris. Not as to Mr. Flemniing?
Mr. CoimN. No, I am speaking now of the more limited plan of

what might be called the medically indigent proposal in title 16.
Senator CURTIS. What, are you say-a big change in that in exist-

ing law is a definition of who is in need?
Mr. iN. Absohitely. All really title 16 does is create a legisla-

tive history that says " ihe definition of need in section 6 of title 1,
should be looked at )y the States as being a little bit more liberal than
the test. of economic need for cash as:iiLAance."

Now it, does put in some different plan requirements which are im-
portant, l)ut every single objective, Mr. Curtis, of title 16 can be
achieved within the present arrangements of title 1.

I have gone through the whole tide, and can indicate where various
provisioiis can easily be deleted because some of them are simply
repetition of what is now in title 1.

My third point is that section 602 of the bill in title VI which
l)rovides for tlis 5 1)ercetit improvement of medical care for old-age
assistance recil);ents in title 1. is really very inequitable, very difficult
to adillinister, anJ in our opinion ought to he eliminated.

If you will recall Secretary Fleiiming s testimony, he gave a half-
hearted en(lorseinent ol it.

He said lie thought i; was worth trying, but. actually, it seems that
it is very inequitable. For instance, the State of Illinois wouldn't
get. anlyting out of thali. provision ait all, because the State of Illinois
already has at vei(ery lbroad -gaged miedlical-care p)rogra'n. So because
it went. ahead aid onl its own out-of-State anid local money made, the
improvement, it would not get, anything at, all. This provision also
l)uts into the Secretary's hands the authority to determine what is a
significant. imnl)roveiment, in medical care, which in my opinion would
run into a lot, of controversy as to what is significant and what is niot.
significant.

I think in the interests of good administration and sound Federal
and State relations between the States aid Federal Government it
would be much better if that were eliminated.

Fourth, the iiew planning grant money that is contained in section
603 iq. not, necessary in any way whatsoever, because the present title
I ahead autlhorizes 50 percent Federal grants to the States for the
administration of medical-care programs for public assistance. So
there is a whole new section in here authorizing 50-percent funds to
the States up to $50,000 per State, which absolutely is not necessary
whatsoever.

Tile States aleady have that opportunity to get full Federal match-
ing for plannling in medical care, and it would seem to me that that
section is unnecessary and just can be eliminated.
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It is al read [ ill exist in g lawv.
l'i 1"t It, i f Ilit Iv it6 Is reta itied ill thle Nvisdoll of this commllit tee, if youl

slima du (ec ile I lit N .(Ill(t witilt to create( it whiole Ilewv Illediclil -&Xare
prog-raiua for. the ineieltily iildhiIellt, t lieni we (10 have Some Specific
stiggest ion for el imiiatuiion of what. we t hinik is much of thle Surplus
hi 11iloge ill t it h 16, which is nuot designedd in anyly to assist thle
States ill givilig thil lat tide but rallier to Curtail themil ill meeting
th lneds of pele~ ill t lie Iiledica:l-tare field.

l'o0i1 iiist icve, cei-ti lim htits are 1)111 oil laboratory and X-ray (ex-
p-'jit itirles which thle St ales do1 nlot have filly l imiitat ion Oil fow, if
.yot live to Iiieel. thle laboiratory eti osts of individuals onl at

So it seelins to uts I t.-tliese vauriotis limit at ions fin4 speicifiat ions in)
lhe bill ar-e not ('oiuiisieilt with lit le 1. TFit le I ait the present time

now% jilist. list's Ilie. f erni ''ulli('(l ca enr* .,Iil( leaves it, entirely iii) to
each St ate to del ermii e hlow ntii1ch 6r how little of medical care it
wiiuisan 1111Itat'viles the Fetleytil fluuds oll thlit basis. k

So we thlin k if you dOibcludhe titlc 1.6 iniri fci1)lo y'ou olg'ht to go
over it, with Iit veriy tiiu-t 001 I coib IIInd l'u~ove much of what is reali l
III I 14'CE'MSll l*' Ito effec'tt i vI'ehIwI~ffr1iilR

Sixth i, l'lie is ILsect ion 7O'i 4 eil Wh cli caies6. Out th0 reconi-1
11141111 hi l q o)1 Ilit' iidv'isr c~Ilicl-l u~i sittie fw
%% as a uietqhi'l estol~hitfi I l l -Vitre gulid~'and reports for plthblic

is . t a t v i 11 1 Iv( Id i(:u I Sei ye fthe aiged.
We t uiuik tl1 is is hlily (k*1l i'uih i't w ii Wiciorse the( pROV'ISion$.
I lowevenl, ilIi l 011' rpol't oflit adtvis(qrt'y (Ol1cil onild Ai assisl4lice

we did recomllelu1 that t1' "l'i l d ad ~'t slo.niitvisory ,icoi-
III i I'e 4)1I pulb Ict assisttifu tll lei('a-calW. V-

We repllit\ lt t reconinlenldllt ioll -ail ure it 'l n(ld1t into
thle latw, and lzov ide thiat the Seeret ary'\ilI est a~lislningany such guides
or st ndinu-is shkall 'onsiul Iwit Ii t his coiti ~e,/~ebeie'io t hat onl
Ihis collili Itee .44uhd l1 e i'epresmitat ies of AbcUors of t1e ilhiill
associations, 1111( ol)1 h'r l)('lSl5, Inlcluin lg t hie prlofcssionsf.liat. have anl
interest , ill order. to misist thle Seret a i' in estalishijng those guides

andi~ St iiandards so t hat, iusd<cal. care in lb is eoitr'6in- lhe inhrovedh.
Wle think that should Im he VoiporatIed .i1.tie stiOil 71Vji the bill
whivii' create es sect ion 1112 of thle act..

Seventh, I would like to make t his point, and I think S e-'ator 1yr
iun11% be intIIerest ed ill it in iColiectioui wit hi thie, jpoiflts hie made yest erdaty
w itII tlithe Secelat trv.

When we miade tis report, "Mr. Chairman, the advilSolY COiUicHil
Jmlic assistance, which I hope aill of the members will studly Ieecluse
it wais lnad( to thle Senlate, we asked thlit the D~epartmnent (10 a study
of waN11t, was thle existing (lefi('ieli('ies ill thle St ate public atssistanice.
)logriuiiis ait tile presenittimei foir just the lpretsent 1)dnefiCiarliCs, not.
)Iolineing the program wi'thI respect, to new cls.ses. When yon are

('olisilleruig tile fiscal illicationis of this pI'og1'n I would like to
ruvalt ent ion to the table oii page 69 of our report, wich points out
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tlhnt at. the present time for lmlical care of just tle olti-age assist llne
recipients on the rolls, there is till estimated deficit of $ 8'2 S million in
the present program to elflt at reasoliillh standard of mtdicatl care,
throughout tt le I ited States for just I le .A million agptld -)t''ons oil
th , existing assistance rolls. I alit not talking abiut any oler group.

(the tables are as follows:)

TAni.E I.-Ol.d-aflf assista1nc atilt it to dcpendent tlhiil',a corM billed--4,7s ita ted
annual increus ncedcd ' ill public (x istitnlli(', Ilyllgiftt Illud('r -spevilled
tlCaSUrIC8

1ltased on almainbers of recipients and anouilts of assiisitalle expi-ditures for publi.. a.ssistanee it enld ofvaletlldar yentr 1951]

(haaseraphlleal region I

Measures used to estimate needed hiereai States
North. Norith Sollh a West

cast (mt ratI

A. P4illitead total illerase ai'edea for basic living
re(qiireiiatllis ail sli alim,(,4s Ilachil log inedicAil
care (aniaial ratein I llioiaand.)

Cost measure of recipient's reetulreanenLt oilier than
for medical care:

I. State cost standards, end of cliendr year 195%. $576, 690 $18. 605 $116, 055 $423, 335 $38, 695
2. 'wice cost of USI)A low-cost satadard food

li (for basic iteas only; special ionniedlI.
cal needs as lit State cost standards):

(a) Average U.S. cost................ i, , 335 78, O2 IK INK) 777. 435 M, 480
() Average cost In specified regloia...O1("1, 4.15 113, 3 , 7.,465 787,445 86,820

It. E~slimated ilinreasa, tueded for basIc living re-
ailircllients aal special auaeads vxlhl(lllig(l ledical
care (1al1lluli0 rta' ill thaausaldi)

Cost measure of recipients' requaireents other thaan
for medical care:

1. State cost standards, end of calendar year 194. $254.505 S3,335 $51, 5oo $ 1r2, 614) $7,0M
2. Twice cost of USDA iowcost stnlard fool

plai (for hast items only; special noa iadi
c(i eed as li State ostiiif ,Iards):

(a) Average U.S. cost .................. 741, I5M 6:3,650 142,010 516, n1I)o :33,8M0
(b) Averago cost In specified region....771,260 1s,030 162, 975 45, 145 55, 11)

C. Estilmiated inerease maileal ill niealeail care ex.
lp(lditmares (aliinial rate in thiousandls)

Average aniount for medical care per recilleni in ill
States estiulated at mediananaount for 21 States
with expeandltures above the national median:

Total, old.age assistance and ald to dependent
children comnbincd ........................... M22, 185 $15.270 $14,40 $2340,705 $31, 630

Old.age assistance ..........................- 268,270) 10,230 34,10 194, 35 28,616
Ail to dependent children ...................... -53,915 5,014) 9, ) 36,200 3,015

I To meet full need for public assistance for costs of basic living requirements and special needs other
than medical care and to provide, through public wssistatice, medical care iln all States siniliar in scope and
cost to care provided in 24 States with average inedical care costs per recipieni above the Inational Inedian.

s As defined by the U.S. Bureau of the Census; see footnote 3 of text of report, p. 61) for listing of States
included In each region.

I Estimated increases under the special adaptation of tie standard food plan for the South would Ibe about
$31,000,000 less annually than tinder the estinate based on costs of the standard food iplan at average cost
In the southern region.

NOTE.-Se tables 2, 3, and 4 for detailed figures from which above totals are computed.



TABLE 2.-Old-age assistance and aid to dependent children, separately-State cost standards: Financial need mYet by public assistance payments
for basic requirements and special needs other than for medical care under State cost standards at end of calendar year 1958

Amounts as determined under State cost standards, end of 1958:
1. Total amount of recipients' requirements 4 ........

. . . . . . . . . . . . . . . . .

2. Total amount of recipients' income (other than assistance) .......
3. Total amount of need (item I minus item 2) ......................
4. Total amount of assistance payments 3 ............................
5. Unmet need (item 3 minus item 4) ................................

Amounts as determined under State cost standards, end of 1958:
1. Amount of recipients' requirements' --............................
2. Amount of recipients' income (other than assistance) .............
3. Amount of need (Item I minus item 2) ............................
4. Amount of assistance payments 5 ----------------------------------
5. Unmet need (item 3 minus item 4) ................................

Percent ..............................................................

Total amount --- . . .. . .. .. . ..-------------------------------------------- $106. 7 )
Percent of expenditures, end of 1958 ----------------------------------.. 5.7

Old-age assistance'

Item Geographit-.l region 3United

states North- North South i West

east Central

Aid to deindent children

Geographical region 3t'nitt . . . . .
States

North- North South We:t
ea st (-entral

A. Basic data on which estimates were b.ased: Total for I month for all recipinLs combint-d (ii thow.ands

$215. 525 $32.032 $52.746 $8 1. '3 $49.,N4 $103.575 i *-"s. 753 $25 794 1 $4.9, i $19,074
.50.174 6.529 12, Z36f 18. 989 11. K-21 1 17619-1 3.66l 4. 4%%3 j 6. %,%. 2,657

16.5.351 25.503 39.910 62. 394 37.544 S5 . 7 2). (0.2 21.311 1N. (,.s 16417
156.45

.
5 25,362 38496 55.:N5 37.315 -1. 562 195.5 S : 42,1 1-3. I 16,,!57

S.3 141 1.414 7,109 22.9 12,316 W.. , S. 1N . 3W

B. Average monthly amounts 1wr recipient

$89.49 $111.80 $91.71 $7.8S7 $110.93 $39. 44 $42. I $43.5 $32. $46 34
20.83 22. 79 22.32 17.24 I 26.56 6.74 6.51 I 7. ;5 6.5) 6 45
68.66 89.01 69.39 56.6,3 1%4 37 32 70 : 36. 1 26.46 3i *1
64.96 88.52 66.94 50.18 83. 86 2801 35.5) 31.14 18 ',3 39()1
3.70 .49 2.45 6.45 .51 4.69 .24 4. b7 8.43 Ss

C. Percent of nee-d for assistante met by :iwsLtance payments tn1ler Stte cost standards

. 4 96.5( 88.6t 99,.1 $I . !4(9.3 Sh.s 5 9.L, (7. S

ual amount of increase in assistance piaymlnts nece .try to eet.t tte under State eot-.t .ttn,lrd.s
(in thousands)

$1.690 $16. 97, $85310 $2750 $147.79o $ $i 595 $107. ZM $4:121
0.6 3.7 12. 9 0.t 16.71 0 1 4 2.2



Data for old-age assistance were estimated by statl of the Social Security Admtinistra- ments to which noney payneit to recipients mer t r.td terquirtt-t t t., htc,,,
tion on the basis of selected data reported by the States as explained in the attachment basicitentutdst:lneeistludingn'di.care.Aounltrvxtly jt:ttd tostllihr.
"So-irces Used for the Estimates." of medii caltre for aid to dependent children recipients %tere cxcluied front the av on:lt

2 Basic data for aid to dependent children were reported by the individual States, as of requiren ents becmuse they were excluded front the data reported by the Stat.. thq'tr
ca indicated in table 4. inclusion for purposes of this report %%oul have introduce-d contradictions in relatingotht.r

3 As defined by the U.S. Bureau of the Census. data reported by the States to the total cost of re-tu irements.
M 4 For old-age assistance amount of requirements estimated includes (1) cost of basic 5 For old-aze assistancee. amounts of assist:ute include antottnts in tmontey t:tpyti-rits

Srequirements and of special needs other than medical care as in State cost standards and to recipients and amounts paid diretly to supplierN of goods ad services,. For Aid t
(2) amounts for rredical care as paid; that is amounts included in tsoney payments to dependent children. utnounts of assistance ittlulde only money paynitltts to teiptetts

recipients and paid to suppliers of goods and services. For aid to dependent children for reasons explained in footnote 4.
amount of requirements which was reported by the States. includes only cosLs of require-

0

E0.

,4

V. M



TABLE 3.-Old-age assistance and aid to dependent children, separately-Cost standards for basic requirements e.tim(ted at twice specified
food cos-. in USI)A low-cost food plan: Financial need met by public assistance payments for basic requirements and special needs other
than for medical l care at end of calendar year 19,58, under specified measure of total cost for basic items I

Old-age assistance 2 Aid to dependent children 3

Low-cost USDA food plan from which estimate of total cost of hasic Geographical region 2 f Geographit-al region 2
rvqiirements is derived 3 United_ United

States StteNorth- North South West S North- North --outh ] West
east Central eaSt Central

A. Percent of need for assistane,, under specified iteastire. met by asststatce payments

1. Standard USD)A food plan: I
(a) Aeragi U.S. cost -------.----------------------------------- 4.2 994 96.4 87.7 I 94.4 56.8 79.5 114. 0 33.f 6. 1
(b) Averaze eost in specified region ------------------------------ 94. 4 99. 3 1 8&4 99.4 57 1 71 4 C) 5 3S.2

2. Adaptation ol standard plan for South 4-...I.,I---------- ----------- 1 4.1----------~ S2.4)2 7~

.. . . . ... .. . . ... ..... ...... W.. .. . .. .-- - 5---,-. .. . .. . .. .. .4---.. .

B. Average monthly amount of unmet need per recipient
1. Standard US DA food p'lan:38 05 25_,6 10 1.1 -, J' L..1 ;0 ~ ;

(a) Average U.S. cost -------- :---------------------------- $3" Q $0.51 $2.52 $7.05 $0. 51 t2l *30 $9.17 $17 55 r 3 (64( 30rr oti pcfe ein--------------38 6 .2 66 5 10 42 03 91 u6

Wb Av'ertze cast in specified region ---------------------------------. . 4 .6 2 -21 .0 .5 2 . 5 1 . 1 2131 !)14 0: 2

2. Adaptation of standard lan for South - ------------------------- 3.- ------- ------ 6.47 -. "I 1----.. . . .. . ... . .-- --. --- - a ). 1; -- --- - ------ -- --- -----

C. Total amount of unmet need (all recipients cotubined)-annual rate (in thous.aod.)

1. Standard USDA food plan:I
(u) Avernge U.S. cost ---------------------------------------------- $115.050 $1,765 $17.375 $93.160 $275 $671.095 $01,8) $124,C415 $453.44) $31.100
(PA) Average cost in specifjed region-----------------------------110.o,940 2,145 18. 745 730 2750 663. 320 95,550 144,2) 7)"70 5.4

........ ........ ........ ...... 0
2. Adaptation of standard plan for South 4 ------------------------------- 109,1 0-----------------85, 480- ......... i-,56a------------------342.00(.

D. Percentage increase in assist:ance expendittires necessary to meet need

1. Standard USDA food plan:I
(,t) Average U.S. cost ---------------------------------------------- 6.1 0. 3.8 14.0 0.6 76.0 25.8 56. 4 197.6 ;16. 1
(b) Aver'ge cost in specified region -------------------------------- 5.9 .7 4.1 13.1 .6 75.1 40.0 65.2 16I. 6 27.2

2. Adaptation of standard plan for South 4 ............................... 5.8 ...... I ........ 12.9 ....... 71.9 .--- -------- 149.0 ----------

I Amount of needed increase shown is total of amounts under State cost standards (as
shown on table 2) phis amounts by which State cost standards for basic items were inad-
equate under the Tntasures in which the total cost for basic items was estimated at twice
the food costs in the specified low-cost USDA food plan.

See table 2 for relevant footnotes.

3 See text of app. B for discussion of the USDA food plans.
Figure for United States includes figures for the South that were derived from the

adaptation of thestandard USDA low-cost food plm and flgures, for other reg ions derived
fromt the regional cost of the standard food plan.



SOCIAL SECURITY AMENDMENTS OF 1960

In other words, when this committee is considering the fiscal im-
1)li'at ions of tle program, I thIink you have to IV aware, of the fact,
as I k!low yoi have bee rm v tiles when proposals for changing
the Federal-State fol'mul are concerned, that the estimate shows
that, if yoi were to bring all the Stltes up to this minimum level
t here woild need to be $268 million more.

Senator (' t wris. I low much is spent. 1ow?
Mr. (oni.,x. On medical care?
Senator ('u'Tls. Well, oin this item where you said there was a

deficit of $268 million.
Mr. Couiux. Well, on medical care alone, using your staff's excel-

lent rel)ort on this matter, they show that for veido r payments and
me(lical care in old-age assistance ill table 2 of your report that $220
million was spent in 1959.

Senator (uwnis. That, is Federal funds?
Mr. ('onim . No, that is the total that is Federal-State.
Senator Cuitrus. The total ?
Mr. ('oi. N. Yes, sit.
Senator CuiurS. And you say that is $268 million short?
Mr. ColiEN. Yes, sir; according to the reported based on 1958 levels.
Senator Cuirrns. What is the "per cal)ita cost there, if they would

supply this deficit ?
3h' (.ohE. The per capita cost is for medical care.
Senator CrnRris. Assuining that the Congress would provide the

deficit which you say exists?
M[r. CoIEN. I can give it to you.
Senator Curis. It would be over $200?
Mr. Cotn. About $9 per month or about $100 per year per capita.

I want to also give you ai much more startling figure. The study
estimated what the total deficit would be for all of old-age assistance
of the present old-age assistance beneficiaries because-

Selator CI'r-Is. I don't want to remain on this too long, but maybe
you ought to define what a deficit is. Do you mean checks written
where there is no money in the bank?

Mr. ConENw. No, sir.
Senator CUtrrs. What is it?
Mr. ConEN-,. Each State determines for itself what is the standard

of assistance ill a State. That requirement was put in this 1935 at
Senator Byrd's insistence. I remember that very distinctly. Each
State sets its own standard and has to submit to the Federal Govern-
ment what that standard is. Now, not all the States have that money
to pay that standard. They define the standard and then if the legis-
lature does not put up eno igh money that bienniun they pay a pro-
lort ioll of that amount or a maximum put in the limit.

Senator Cuirris. Is the usual deficit between what the States deter-
mine as a standard and what l11ey actually spend?

Mr. Co-,,-. 'Ihat is correct, sir'. I will give you what the deficit is.
Senator CURTIS. You have alr'eadv told us.
Mr. Coiru,,-. No, I just did that for medical care. I am now going

to give you the stanl'd-
Senaior Cuirris. I am just, talking about medical care.
Mr. CoEN'. Let me start over again. The deficit for all assist-

ance-old age assistance and aid to dependent children-including
medical care oil the State's own standard for 1958-was $576 million.
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('4)5, *tille d'eit il iim~w (4) $1,.(. yonl ,:-Iv;:,uiv to
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SOIlilt illn (if file l. (1:1 ht Xists toda 11ithxst
j))gi'ailll This ('Olilllit tep Iatid ol iges is aill-ell(lV t'.\ftllli to

111011t, ()If lt 111(.()st.
C4lhi~ I Irris. What1 ' o()I arte sai illg is 2,') Vet's nftel' till' e'f -

Iillelitf ti llitIt 2. it ilism-; t lihilig (ui oi l 11 lt. a uc oidiii", to) m11,

lii lii hg ~vliafll'('(l to he tliotl it' V IIa'l'u lii ueIo leltOut

I tI ('-ilii tet' siit isd I4 Iti lta101lin aagilig tbuodv2 .lliuim

Igvt to li1nt you gl Wo soittii on ildrv iii1edit-ldv child lo lou eoh

St'iuatt( 0uiriis. Nwl Ilem of'ai 11e1 Flint'li Il] (1) o illlo 4)1a

311d1 lvt' (ll4'iiIii igll e I i ou.p(p il
All. ('OIIlN. Nit'. if V'tll it' 1Il 111toi Uo~ so prity 1) Xol delltr-

?oIii ,k1( i li 1111f~ I 'l Illv.I l car atl~oi( (I I ath'a~ e I pie l n1
(')i5 1 li, t' tl o Ili. t itlleIliiu o hae tW)atlIaties h t
Ill)\' (Met oW-- you sllief l' li~t goreatrly 111fillll'e c t( ontaeraieof
liv lthicwiil(i iev 1it't4d o it' ~ tiU l.t' yeh o I'ho I('oe1 e : )1 r o l st

outI of11 Fedi'l fun , lli in seit illiIpik't in 4)1' l)Il varli ls te o (If t lit'

(~li atlli tl cii It W li ol ea thll( jt likie, pill1(treat heseon-

l'.h' hi 1111(1 (hI lts W'Ol IIIII~'It I1110es'1-t
Sellitol' Cuirts. ll th Fi'ad bill, I iwhit o ng thisov oft

thaes we(fpeetbieilve of OASI, b1(1 itOl iiotle alte

MNl'. (COHiEN. INpl. gifVt t-(ilei t1- gli 11to ( &i (,ii ( ItsI' iliefit yes, thatis

SemIV in f (1'11 i 'itrs I'at isT Py1q0"aiil that wol Ilh.e aclifect of meical

fir eult v l ()u e(Yol ithe m'uist greatl ('imprliove ti(te Stilk the ofa
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14121;4 linve not pai ol lit iii g sinIce. 'i 'T got (t)I (it( uvel'oe $22 andl
11(1W ge" wuiOHlle U!1d Y1W ou gatin propose :1 ply~roil tax to add1( to

11i4rng iou)1Ilat loll.
Seltno 11 (l ks. SelWti2t 1, are' Iy ll j~'jS tlgIhat we matke this

Setnatr OP ( W ls. I U Il hvil21 t thiis tIled ial Sect ionI, buiit I I 11 VIl l-
.xay fS el t ti1111t ol..i soc ial s('('lrI t V 5ste f' a iled iii 1 both re (spect s ( )iw,

toSet III) a prepaI)id lan21 for th p' Ii',"('tt genlerationl, which I doubt if
it ('(4014 do. ori (It 1u'wise Iileevt oulr prio1 l;ell Iill tIis genera(tion . ,

Svl tm 11 1))4;~ 1wol like to p olint out (11:1( thle MvX-II'lu 1121i ]
iliv'iide, t J(l54' t111(I('i' old age itlili':iice, ths 11051' o11 ld 01(121 assistiolice,

ills hv' () YI v(illS an1d( which iil tdes evePlwbodv except tilie alged
whlo 2114 ('llve(1 filltil iii. Y~omts ltiiit ill titlese last few mill11

til McNamara1P2 plan1. ILu gh ter'.
Sellto t -Irr 'iC1. 'No), no. 1 1111i Ugin lst both11 t ile 1Forl'2 u11 114 ti114

M('Na 112 ll 114 llos~.1

Mr. ( (lEN. 1 21111.
Seilator ( l'i'l'1. kre yo ll opposed to~ thle McNam11112 l'l 1
Mr'. ('ollvN. No.
Sena~tor) 'uit-iis. Wic is'1 ISvoiII pr'efeee ?
MrP. Le(i E.IAt lmle puIt it. t Itis WvalY, Seniato01' 1 tilnk tilhe Nt

1l1111'a1 Lill ('onllt some1 SoIII(' 1' d(esil21 16 lie ro'4visions1. Bitt 1 11111 rahiter
4'oln is'valt i e llyS(' f, Youl iluiit kniow frool. 1'li" contac112lt and1( ex-

1)elef'it,; mlititoIlly thaot ('2ll lhe adin(llistered1 eflhcieiitly and( w~oirkably.
I N(1l1141, therefore, t ake ii scope ol hetief its thalt wold pr'obaly Cost.

secilrity, I feel tlte most imptanltit thing oil laly tnew bet 1?It t l~t \e
t ake is to haive a solid adiiistrlatdve prlogr'ill tilot will 1)(' effectIve.
I (lon't believe ill t akinig mlore( tlitiii vol Call 1hand(1le effiienltly.

Seimat~oi' (Yw'is. You Illeil Se1('ctiilg V01l1' hetlefieilll'ieS ?
MNr I. COnAN. No, wa n~iSiot t alking-
SenaIt Ol' CUiRTiIS. FI'oi11 thalt Ve(sted1 g1-0oiip
Mr' (lE. No, it o ll ill isllldel'st al(d 1me.
Selliltor ('ui-is. No, I t hink I halve Ilevll st Iidyttill I Iliingr for 20

years and1( 1 ha2ve iell'd you test ify every tile, Vout alnd Mi'. (?iuik-
shltatk, fora2 setd (( list (Ifll'eeciai'es.

Mr. 'otil.:N. No.
Sellato 01 )(loIA~s. I welcome it nlew Contvert to tile McNamaral'1-

Sellultor ('I'I'IS. I toldl Y(ll1 "I ws oJposed to ])(11 11, buit I walilt to
pinjt out. tile Aveiktiss and1( thle social inljustice of t11e IForalld blill.

Mr. ('otiux. Y1ou dlidn1t give itte it ('lialice to fitlish, Sellator Cur'tis.
I 11'215 talking abou111t lie scope (of benefits andl( not the 1)('ic-ti(iarlies. 1
eliol'se coli letely die( objective (eith11er iin the MciNamnara 1)i11 01' in the
pr1iniciples of title 16 of some. mfethodl of providing protection to those
grt'o1ps that are Hot coveredQ(. But I (10 feel that ill doingg that you
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iv' to keep ill mind t i (rit erioli that Seliator Byrd has Said, how
liilih do vou walt to siend out of general revenues? If you say to
!leC--

Sell'ato (''n'is. You aIre nlot l'olosiluir to pay tile l)resent OASI
blefi('iar ies hos p ital and medi'al bejietit (li t of gelela Ireveuil1es, Ire

Mr. Col,:i x. No. lut iltink that is-
Seimiaor (R'rits. All right Yo1 I'e, you a1re :elct lg b)eneficia ries.
Mr. (C'2)!ln. We a1e s1ele('t iI1- bpll('i(ilirieS w ithi resqiect to which t h

paN'roll tax ilcoelie slall lIply, yes.
senator l)ouuAs. Seiator:, if we include this broader group will

you join it youri Suplport ?
Semator (l:11's. No.
Seiat or I)(1i 1... It we meet yoliir object ion ?
Selialor (''iIs. I |fill aga ilst Government. nledi(ilie, I ati for the

volilliaiir svsteiii. If Vol are "xoilig to force it. Oil 11) I winl yell to
be fair ii yur ldistribi,, ion of tile l),'o(eeds.

Selilator I)_oui,.s. Then you Woli't criiiize uls if we (10 maike it
all inclusive?

Senatiori' ( rlr'ls. WIhy yes, I llt criticizini it. becaluSe I donit thlilhk
F ('ni ('Onvel't. you. [Iluighler.]

Mr. Co1hN. Se ator Cui.tis you remember several years ago ill tho
Ways and "Aeall(s Comnit tee whel we Wetil. over ti is tigail an ildgilin

inl tilkilng aliboit ]low to iian(e this out. of general revenues. We have
never Ieei able to get the W11ays aind ealis Committee or the Senllte
Finance Committee to go along alnd put tihe nioney uip out of general

Senator Cuirrms. You are not even sugesting that. now?
r. (omil. No, sir? I would. If tlie Sellate Fi lice Committee

would report, out, plavmi for that, out. of general i'ex'elles, I would
feel it ws ii very soIln(l i(Iea. I111(l I urge you to get, lhe. Senate Finlianeo
Committee to (1 that. But I-

Sellitor i )o'(.S. I join tle witness in that, request.
Sellitor (YrU'us.l ' Yoi still insist, thiit. i eerli1i vested group should

get, it. whiethler or hot it, COllillS outf g14eler'll re'(Viuiles
M'. Coill. I 1 ill1not 11 Ipefeet ioniist, if the ('ate Fillnce Conl

mitiet(e were to g'ive me 80 percent., of what asked for I would be
very happy and coitent..

Senator Culrris. All you have to do is raise yolr re(Iest )y 20
lpervelit,

'- . x.tting to lily eighth poiit, I do w ilit to 1igg that

the Finance Connittee give consideration to the restoration is i
inininiul of tile deletions in plbhic. assistance. that, were ailde by tile
1Filialle Colmnittee and oil the, floor of the Senate il 19.8 ulidei the
threat of a Presidential veto when some of the public assistance modi-
fi(at ions wNere dro)lpel out of the bill '2 -ei's ago. niese woiuil have
been very helpful to the States in developing 2 broader prograin of-issistillnce.

As the Senators here will "ecall, because of the lateness of the hour
in 1958, and because time Secretary said that he would recommend
that the Presidelt, veto tile 1958 b)ill if it contained the public assist-
ance provisions of tile House-passed bill, the Sellate Fiinance Corn-
llittee 1mde certain deletions in the 1)ublic amsistance provisions, and
Senator Smathers made certain othein on tle floor.
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I would certainly urge if you either provide title 16 or put title 16
ill title 1, that you do restore, as a minimum, those 1958 provisions
which the House passed which were sound in principle and very
meritorious. I aim under tile iil)ression that tie only reason they
were taken out either in the Finance Committee or on the floor at that
thue was in order to attain a bill that the President, would sign, at
least tliat is tie statement t hat was made on the floor.

Ninth, in the bill there is an authorization for child welfare serv-
ices in section 707(a) (3) (a) of $20 million, although the ma-
lerital and lhihl health and crippled children authorizations are
increased to $25 million. This seenis an obvious discrimination to take
one of the three childrens' programss and only give it $20 million, and
the other two to give then $25 million. Consistent with the report of
the advisory council on child welfare services which was also tliade
to this committee we would urge that it l)e made $25 million.

Tenth, there is one other amendment that I think is desirable. In
the Ilouse-l)assed bill, they limited title 3 administrative expenses to
the States for the financing of unemployment, insurance to $350 million
and although they increased the payroll tax one-tenth of 1 percent,
bringing in far in excess of that, they then said the States can only
get $350 million.

Now, this seems to i an unnecessary limitation on a State when
all that money that comes in by a specific l)ayroll tax. It would seem
to me if there should happen to be an unfortunate rise in the number
of jobless people in the next year or two, to have held down the ad-
ministrative costs under title 3, even though there is plenty of money
coming in. This is an unnecessary restraint on the States. I would
urge you to take off that $350 million limitation, and not have any.
This is not a cost. to the Federal Government, because this is deducted
from the payroll tax yield of four-tenths of 1 percent from the em-
ployers.

Senator DOUGLAs. The amount formerly allowed for administra-
tion was three-tenths of 1 percent, was it not ?

Mr. CoHEN. Yes, sir, in this bill it is increased to four-tenths of 1
percent.

Senator DOUGL1AS. Why is that?
Mr. COhE.N. That is because as you recall in connection with the

1958 extension of unemployment insurance, the States borrowed the
full $200 million from the loan fund, and then you gentleman author-
ized, about $600 million to be loaned to the States which they pay
back now within the next couple of years.

Now, the House Ways and Means Committee, on the basis of that
experience and the recommendations of the Department of Labor, said
the loan fund ought to go up to $550 million. So that the States will
he better able to borrow if there is another recession. Well, that seems
reasonable to me to help the Stales carry their own load, if joblessness
should increase.

But then they said, if it does increase, and you have got to put on
more people to pay unemployment claims, we are only going to let the
Federal Government. give you $350 million worth of administrative
expenses. Yet the money is all there. It is money dedicated only to
tls purpose, not coming out of general revenues. It seems to me
that on the face of it that is not only inconsistent but not desirable with
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vi ,,.ll n i t il lit dt yll, ill illsill 'lice. )rograill that, will he lble Io
oj)Piritte (Itti'kiy and U l('lt i 'el .

Senator 1 )o-(;l.A\s. 'lhe extra alh)walice of olie-telt h of I le'rcent is
reaIlly Ito rebui Ild tie loan fnid.

Mr. ('oll ;xc. Thiat is ('orrlet. It is to reluil ilil|l to illre se the
hiit( t'llnd. T'lh I'ev\iosl, t ilhorizat ioli, first it was youll elnteitei

i 1( Groi' loall flllid of 19-14 aind t len the Reed flund of 195-4, has a
iiiXnni iiit a it i'ioizat ionll of S2t)() iilliolt. ThiIat 1as all ieen dis-
iillld to the att's. ii 111 lilv oiIIv t W('o StHOtes.
Seniat or What were 11w t wo States?Mfr. (l)II..:N. The two te(s ere p iiign Inid lenlvi uil. This

hill, ineidenitailY, illkes S(ile, Vlr (hvsiriale ('.iNi 2"(,s iiI|aking tihe
Site reliliy tiI' h)Iits iilloi'e priiii 't So 50 tiat other States elin get it
if tlhe.* i\eed it. All of those l)l'ioilis ill the bill Wolill hel) lhe
St aies, Whih i! Sar lid iexcept it liii e i.i oi wit ih'i is it d'linite
liititatii oit tlte ability of Ihle Il wili plolielit insllrance system to
act (IlielflV.

Thit. is'tli( effel(tIVe elelient inll nnill)lovilleit iisutrcli.e, I lio auto-Inl~iitiv with whie'h the hllefits ANill hie pa)lid| as sooll its, tlhe people

go int o i State inetlilloytiietit inusulince office.
it seelits to ti1. if 1 iitiy SitY 0, v1Y shol'lsiflited tio hiav, )ut that

litnittion ont. It is ilily uindet'staiiding froi 'the Ilouse discussions
that lhe SeeretliY (if Inu-ir did titge le ('Oiili ttee to t ake hlit off,
although yoll iity wish to isk if that is still the Current policy.

Setllit)o )Ii'(il.\s. Myi 1 A ts, Was lit i)rl'l)oi'ltion of the :1 percent is
atitillv Spent for ilditilist itill ut ? What )eireliitage of le|ellfits, not,
'onitt'ilitiols, wotild the attlilitistrtive costs represe it ?

r. ('oil 'l . The aililltiiitti'e costs s of the States, not cotinting
lie Fe(lerial costs, T ililiiwille, ie rlnlning about. $300 million ft year,

$325 niillion is authorized for tiiet next Yeal'.
Senator ])uil.. An( how utitli ire tlhe benefits?
Mr'. ,oN .Well, fhe belieits, of course
Senator T)ouoi.\,s. how inuii were tlh benefits last. year?
mr. co1WFN. 'le bienefits in 1)'58 during the recession, I remember

that figure very distinctly having just published a study on it, were
in tile iieiglio'hoo(d of $4 billion.

Sector Dounivts. And tltis last Year?
'Mr. CoimEN. This list Year, in 19109 $1.8 billion.

Senato' DOUGAS. So 'that
Mr. CoinIE,. Tlitt would be al)out 15 percent, in sort of a normal

period of rather Inininial unelmlrovnlent, aind perhaps about, I would
sliv, S 1)ercelit in i )erio(1 of higher enploynent.

Mfr. Murray points out that includes the elnploynient service as well
its unoniiloVilent instii'rince. Yes, the whole syst em.

Seiiatoi Dou(n,\Ts. Yes. Finding jobs as well as paying benefits?
Mfr. C O1 .Yes, aiil( the reason I am making a big point, of it:

from sone siu(lies I live underway, I rather suspect unemployment
is going to le iu) next, yenr, Senator, and I would like to h|ave our
neili)loylneint insuraiice, system be as ready and as effective to meet

I his instantly as call )e.
Seliltor i)'orAs. You want to be careful of what you say or you

will ie called ia propliet of dooin and gloom. [Lauglter.]
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M'. (oiiimx. Well, T -.t1l only saying inisofaii is o1' unemployment
iisrance system can meet tlat and thus hell) our free enterprise
VC0((oiioy, ai1(1 that is within this particular bill to do, I wouhl urge it to
1)e d(ne.

Now, I would like to submit just two things for the record, Mr.
(hirman. I have l)repared tll)le here since the chairman exl)ressed
-tit interest yesteralyV ii the material on the cost of this. You will
recall that oil page 11 of the House committee report is this table that
showed for title 16 Federal cost of that would be $1(15 million if all of
the Stales ('11e in. I don't believe myself that the States have the
finncial ('l)acity at this time to raise their $1591) million to match

lm1. Blit what I lidl (10 was attempt to show those figures ill relation-
shi1) to thi l)Ol ortiofl of aged ill the country. I want to make just
a few comments on this table and their if you want I will put it in the
record, Mr. Chairman.

Tme (1II,\AIM,\ . Without objection.
Mr. Coi-.:x. Under that title 16, four States get, 60 percent of the

Federal money, nl that is
Senator Cuirrs. What four States?
Mi. ('oiiE,,. New York, Illinois, New Jersey, and Massachusetts.
The ('i .1ItAL,\.. You are speaking of the 1 house bill, are, you nlot.?
Mr. ('oliEx. I am speaking of the Iouse bill. This is ai further

elaboration of my argument that to the extent you are going to keel)
it, put. it, directly into title 1 where it cal be dovetailed much imore
sensil)ly.

Senator (urris. You say four States get 60 percent of it.
Mr V. COHiEN. May I say there, Senator, ilm't forget that this meais

that Illinois would only'get its $19 million if it. l)ut up $19 million of
new money, whereas ill title 1, there is it lot of money th1t. Illinois is
already spending which it, doesn't get matched at the present time. I
believe I could p)ersuade you with regard to Illinois, that your interests
would l)e better served by l)iutting in the title 1.

Senator Cui''ris. )o 'I understand that four States would get 60
1)ercent. of it ?

Mr. CoHEN. Yes,sir.
Senator Cn'Rns. Of the Federal nioney ?
Mr. Coh.EN_. Yes, sir.
Senator Curr's. What percent, say, would the top 10 States get,?
Mr. il. he top 10, and 1 have done this cumulative so you

can tak any combination like that. The top 10 get 83.6 percent of
the money.

Senator Cui'r'ris. How many States would it take to get 90 percent ?
Mr. Co I-E. Iow many States would it take to get, 90 percent?

Twelve.
Senator' Cuiris. Would you read them?
Mr. (orx. Yes, sir, New York, Illinois, New Jisey, Massaclu-

setts Connecticut, California, Indiana, Wisconsin, Ohio, Minnesota,
Washington, and Pemnsylvania, are the 1'2 States getting 89.3 1)er-
cent of the Federal fund's. I have all of the States here.- I believe
that this l)articularl proposal which requires the States to put i mew
money for this would further distort the 1)icture in terms of the ques-
tion that you yourself raised, Senator Curtis, with respect to one of
the other witnesses about. Louisiana, and a number of other States.
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Senator Cui'is. You think it will further accentuate that problem ?
Mr. Coil-Ix. Yes, sir. I think if you study this table very carefully,

you will see that tle Stat (- naturally which can take advantage of
Iii le 16 ill its present fori, wold, of course, b e very few because they
have to put lip l1Cew Illolivy. TIhat is the hi nit ilg factor. I think I -i
dot hg. all exeriise ill mat hematics here iiierely because I (lon't wee my-
self, froill what I ]know, that you can expect iany of these States to
(to so. Take my own State, Michigan, which has just goile through
a trell()5s conltroversy on raising State funds. Now, under this
estilliate, we are exl),('te!d to raise $3,227,0) nore for this particular
progralli. Well, ve have had our legislature meeting for months
a rguilig how to niet, o111 present obligations, and I don't see how it
can Ihe ex)ected that we would b in a position to take advantage of

it eventilhoigl weneedto.
Sein lat or (' .\s. \It. (,ohen, if you dom't expect. tie Michigan

Legislatilre to al)l)ropriate $3 Inillioll, how would it iappropriate the
0el01,iIO01s sullms which would be required under the administration
medical care bill .

M1'. ('011En. I lll)Ossible. It, wou11ld he impossible for me, to conceive
of our Michigan LJegislature after the whole discussionn on new money
needed for education and other needed l)ublic services, 1)Ittilng l 1U IL
single ilenny withiil the foreseeable future under the ad inist'ation
proposal. I just can't see it-

Senator )ou(m,.\s. Now, the Secretary yesterday was very opti-
mist ic.

Mr. Colm."N. Well, I have talked with the State welfare adminis-
trators, I talked with 8 or 10 of them myself. They are very close
I hink, to State )udget directors, State Governors, State peoj)le, and
tlniformly whlen I disuss(l this possibility with them, they said,
"We see no possil)ility." They said, "If we had the money now we
would use it, to expand our present old-age assistance program." So
I think it. is ver, unlikely. I think you might, like to have the detailed
figures in the record.

The COAurmAN.. Yes.
Mr. CoEN,,,T. The other statement that I would like to have put ill

the record that 22 of t hose of us who either have been connected with
the administration of social security or on any of the advisory coun-
cils have signed at statement here urging that the health f benefits
he met through the contril)utory social insurance probram.

Senator Ctirrts. With what biill?
Mr. ComEn. 11eo do not underwrite a particular bill. Wre under-

write the princil)le.
Senator DouoarAs. That is the principle to which the Secretary said

he was unalterably opposed?
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Mr. Colu.:x. Yes, sir, and may I )oint, out that, three- of the iieii-
bers of he administration, that is, who were ill this present adllini-
strution) two of the ColliIissioilers of Social Security. Mr. 'Tralibiurg
and Mr. Shottland, anld one l)eputy Commissioner of Social Security,
Mr. "Wynaii, have signed this statement.

Senator Dovc.L.s. Mr. Shotiland was the social security ad-li iis rat or.
Mr. Comr. So was Mr. 'Il'anilurg, under- this administration.
Senator 1)OuOLAs. And I believe lie was colmiissioner oif social

security of (1alif'onia.
Mr. ('mE.\-. Ile was the Federal Commissioner fIrom 1954 to 1958.

Mr. Trainl' mu' was ('oniimissioner in 1953. Mr. Wyni-un w'as )eputy
()omil.i;.-;ioi (Jin 19 )I99. There is in lie list the former Commnissionie'

of Soc'ial,,.Secuiy, Mr. Altineyer) and quite a number of other ieolle.
I wvolld jiui like to suumilarize it, this way, in line with what Senator
Byrd said, ti conimnlitte hlas to make, a decisionn of lullic policy as
to whether there should le any intervention into this field at all. I
recogniize thrlue are dil]'tereicesol' opilinion but if you (o, Soiator ]Byrd.
Ilie (5)11 riliiton social svst(nm olre's voli Itie best device for assuring
fiscal riespoiisilltv iat I' know of as llgains p'eneu'al 'eveiu final(ing
wlhi('lh iS 01 i year to year basis, and. therel'ore. we have signed this
state emn, u'r,9iing very st ron'ly t lintt, lile coni iil utor, social insurance
system be t lie lt'ef(''ied iethid of d'gling -with thi's question.

The ('ml \ .r l le ill' rttiols will be, made ill the record.
(The dolumnemits re'erred to are as follows:)

DISTRIBUTIONN 01' FEDEIIAT. FUNI)s AMONG TIlE STATES ITNDFst TIlE PROPOSED
MEI)IcA, SERVICES FOR TIlE AoED PLAN

Table 1 shows the estimated distribution of Federal funds under the proposed
medical services for the aged plan In the first full year of operation; these esti-
mates are based on the assumption that all States will develop and put plans
into effect in that year.

These figures Indicate that one-half time States would receive more than 99
percent of the total Federal funds and the other half only I percent. New York
alone would receive over 30 percent of the total Federal funds. The 4 States
receiving the largest amounts would receive anlost 60 percent of total funds;
8 States, 77 percent of the total; and 12 States over 91 percent of the funds.
The remaining 9 percent of Federal funds would be distributed among 39 States,
with 8 percent goiig to 12 States and 1 percent distributed among the remaining
27 States.

Thi States receiving the bulk of Federal money tend to be the wealthier in-
dustrial States. The States that would receive very small amounts of Federal
funds include almost all of the poorer States. For example, almost all the
Southern and Western States (not counting the Pacific States) would receive
less than one-tenth of 1 percent of the total Federal funds.

All of these poorer States receive a disproportionately small share of Federal
funds to their proportion of the total aged population. Thus while New York
has 10 percent of the total aged population, it will receive 30 percent of Federal
funds; Texas with almost 412 percent of the aged population will receive only
0.1 percent of Federal funds. The situation in Texas is typical of the other
lower per capita income States. Thirty-seven States with 50 percent of the
agel population would receive 10 percentt of the Federal funds.
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1 EETINO Il T;t IIEAL'TIi ('Aa NrmEDS OF M)t,0it l0'JEOi.l TimOUOIi SOCI. IA SURANCE

WAsUI.NGtON, I).C., J u ne 30, 1960.
11011. ItCHARD [ M. NiXON,
Vice i're.sidit of the unitedd States,
The Capitol, l'ashiinfton, D.C.
1101n. LYNDON B. .10tlNSON,

.Ihtjiitii y#,Ivhr. Senate of the lnitcd State.,
11ttxh in!Iton, D).C.
lion. I'VERWi'Tr McK. lumi.JS:,,

Mitiorit1 ,t'id'r, Sct(te of the United States,
11'ash ing~ton, D).C.:

'1'he undersignld Who have long been identified with the American system
of social security, having served the Glovernmkent in administrative or advisory
capacities, urge the incorporation in social security legislation now before the
Senate of a program of contributory social insurance through which our citizens
cill pay for the cost of the hospital and related services they may need in old
age. An extension of Federal old age, survivors, and disability insurance to
include hospital coverage would provide a systematic way of financing serious
illness and prevent the exiiauitiin of the savings of aged persons and the
colIuent, often devastating, demaids upon the resources of their children.

'l'lere is every indication of the willin,'iiess of Ainericans to share the cost
of lisle health protection for their elderly parents and later for themselves
by paying for such a program through their working years. If such health
l)rotecti('l were available for older persons, private organizations would be
enabled to offer more economical lrotetion to the younger people in our POilU-
lh t ion.

We sincerely hope that the social security bill now lending before the Senate
will b(- amended to provi(le for hospital and related services to older people

l romllli social Insuranlnce system.
Sincerely your.,

LIST (IF SIGNATo1 RIES

Mr. Arthur Altmeyer. 'Madison. Wis.. former ('lairnan of Socihal Security
loard and commissioner r for Social Security.

Mr. Joseph 11. Anderson, executive (iirector. National Association of Social
Workers, member, Advisory Council, 1961 White House Conference on Aging.

D r. Eveline M. Burns, professor of social work, New York School of Social
Work, Columbia Iniversity; former Consultant to Conmit tee on Economic
Security and Social Security Board, and member of Advisory Committee to
Secretary of Iealth, E'ducation, and Welfare (1954).

Mr. Wilbur .T. Cohen, professor, Public Welfare Administration, School of
Social Work, University of Michigan, member of the staff of tile President's
committee e on Economic Security (1934-35).

Mr. Nelson ('ru;ksank, A FL-CIO, Washington, D.C.: member, Advisory
Council on Social Security (194K-49) and Advisory Council on Social Security
Financin'hg { 19)58-59.).

Miss Loula 1)unn, Chicago, I11., member, 1959 Advisory Council on Public
Assistance.

Mr. Fedelp F. Fauri, dean, School of Social Work, University of Michigan;
former consultant on social security to House Ways and Means and Senate
Finance Committees.

Miss Hlelen Hall. National Federation of Settlements, member, Advisory
Council of the President'o Committee, oIl Iconomic Security (1934-35).

Mr. Seymour Harris, littaner professor of political eeonomny, Harvard Uni-
versity, consultant to Presilent's Council of Economic Advisers.

Miss Jane M. Hopy, New York City, director, Bureau of Public Assistance,
Social Security Administration (193Gi-54).

Mr. Raymond AN. Houston, Commissioner, New York State I)epartment of
Social Welfare, member, 1959 Advisory Council on Public Assistance.

Mr. John Kidneigh, director, Graduate School of Social Work, University of
Minnesota, chairman, 1959 Advisory Council on Child Welfare Services.
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Mr. MIiurray Latimer, Washington, I).('., former chairman, Railroad Retire-
rmeat i(lhIx'l.

Mr. l(hlhard A. Lester. professor of economics. P'rineeton University, member,
Advis,,ry Cominmittee to Iederaml Bureau of E'niployment Security.

Mr. Norman V. Lourie, deinity secretary, 'ennsylvania Department of Public
Welfare, maembier of adl hoc advisory committee to Department of health, Edu-
cation, and Welfare.

Mr. Ciarles I. Schottland, dean, Florence Heller Graduate School of Social
Welfare, l.randels University, former Commissioner of Social Security (1954-58).

Mr. Karl de Schweiuitz, WVashington, ).C., former consultant to Social Se-
curily Boar(d, almd professor emeritus, University of California.

Mr. Ilermnian M. Somers, celaIman, I'olitical Science Department, HIaverford
collegee , former consultant to Social Security Administration.

Mr. John W. Tramllhurlg, commissioner, New Jersey State Department of
Institutions fill(] Agencies, former Commissioner of Social Security (1953).

Mr. George K. Wyman, executive director, welfare council of Metropolitan
Los Angeles, former Deputy Commissioner of Social Security (1959).

Mr. J. Douglas Brown, d(an of faculty, Princeton University, chairman of
Advisory Council on Social Security (1937-38) and member of Advisory Coun-

il (19.1-9-49).
Mr. Joln J. Corson, "MKinsey & Co., Washington, ).C., former l)irector,

]Bureau of Ol Age and Survivors Insurance.
Tho Cif ,IHM,. Thank you very inuch, Mr. Cohen, you have made

a very interesting statement.
Mr. Con,.x. Thank you, Senator.
I may say in conclusion, I would like to be back here 25 years

from n(w, but we will just have to wait and see how that works out.
The Cuintxmirx. I remember how we worked together then.
Mr. COXEN,. Yes,sir.
The Tm. i\ori. There will be inserted in the record a, statement

of the New Jersey Education Association and the New Jersey Civil
Service Association at this point.

(The documents referred to are as follows:)

STATEMENT OF THE NEW JERSEY EDUCATION ASSOCIATION AND TIlE NEW JERSEY
CIVIL SERVICE ASSOCIATION, PRESENTED BY JAMES P. CONNERTON, FIELD REP-
RESEN, TATIVE, NJEA, JUNE 30, 1960

I wish to express the appreciation of the members of the New Jersey Educa-
tion Association and the New Jersey Civil Service Association for the privilege
of this opportunity to present their problem to this committee.

Our members are well aware that your committee is at this time faced with
a number of weighty problems which demand your attention.

We recognize also that our l)roblem Is one which affects a limited number
of persons. IIowever, ile effect on these persons is so severe that we ask
this committee to explore every possible avenue of relief.

As you have been Informed by both Senators from New Jersey, approximately
2,130 retired New Jersey teachers and approximately 1,300 other retired New
Jersey public employees face the grim prospect of suffering the loss of retire-
ment income. For some of these people their already meager resources will
be cut as much, as $1,450 per year. The average loss to retired teachers will
bo approximately $1,300 per year. For other retired public employees the
loss will average $960 per year.
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These people will lose this badly needed retirement income unless section
204(a) of lI.l1. 12580 is amended to protect their interests.

The problem results from time fact that the two major public retirement plans
in New Jersey (the teachers pension and annuity fund and the public em-
ployees retirement system) are integrated with the social security program.
Under the terms of this integration these two State retirement funds are per-
mnitted to reduce the amount of pension paid by the State to a retired person
if this person earned a social security benefit through public employment in
New Jersey. The amount of reduction would be equal to the amount of the
social security benefit.

In the long run this is a sound and acceptable procedure. In the short run,
however, during the period of transition from separate to integrated benefits,
some public employees can be adversely affected. Particularly affected are
persons who are already entitled to social security benefits in addition to State
pension as a result of work in private employment or as dependents of social
security beneficiaries.

To cope with these transitional problems, some public pension funds lmve
provided social security benefits for their people on the divisional basis. That
is, by permitting those individuals who (lid not want social security coverage
through public employment to elect not to participate in the proposed coop-
erative program.

In New Jersey, however, both teachers and other public employees were
brought in under a plan which provided that all members of each State pension
fund were to be participants in the integrated program. If the group voted
to accept the plan, there was no provision for an individual to elect not to
participate.

When teachers were asked to accept integration of their pension fund with
social security, many older teachers were hesitant to go along for fear of
financial loss. The argument which convinced many of these people to vote
"yes" for integration was that under the terms of the proposal anyone who
wanted to avoid integration could do so by retiring from New Jersey public
employment before earning "fully insured" social security status.

This understanding was reinforced when the Division of Pensions of the State
of New Jersey compiled and distributed to members of the two State pension
funds the retirement manuals submitted with this statement

I quote from one of these manuals, Public Employees Retirement System of
New Jersey-Summary of Benefits and Contributions. On page 4 appears the
statement, "No reduction Is made from the PERS allowance at age 65 if the
member does not qualify for social security benefits as a result of public
employment alone. Generally, the ability to avoid this reduction depends upon
the member's age and date of retirement * * *" Then on page 9 there appears
a table which informs each member of the fund as to the date he must retire
in order to avoid becoming subject to reduction of his pension.
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(The table referred to follows :)

The social severity offset schedule

(The following tale applies to all active tnilbers Ili ti, Retirement System who were in public emlloy-
nent on Jan. 1, 1955)

If you were horn before these (Ilaes-

Before Oct. 1, iSR2 .......................
Oct. 2, 181)2 1o Jail. 1, 1893 ................
Jait . 2 to A pr. 1, 18 3 -----_-------------
Apr. 2 to Jul. 1, 1893 ....................
Jul. 2 to Oct. 1, 1893 ......................
Oct. 2. 1813 to Jan. 1, 1891 ................
Jait. 2 to Apr. 1, 1894 ...................
A Ir. 2 to l. 1, 1894 .....................
Jill. 2 to Oct. 1, 1894.- . : .-- .............
Oct. 2, 1894 to Jait. 1, 1895 ................
Jail. 2 to A pr. 1, 1895 -------------.........
Apr. 2 to Jul. 1, 1 ,P5 .....................
Jul. 2 to Oct. 1, 1,95 -.....................
Oct. 2, 1895 to Jan. i, 1896 ...............
Jail. 2 1o Alir. 1, 1896 ..................
Apr. 2 otJul. 1, 18% .....................
Jill. 2 to ( et. 1, 1896 -----------------------
Oct. 2, 1U961 n .Jatu . 1, 1897 -----------------
Jan. 2 to Apr. 1, 197 ..................
Apr. 2 to Jill. 1, 1897 ..................
Jill. 2 to Oct. 1, 1897 ..................
Oct. 2, 1897 to Jati. I, 1898 --------------_-
Jan. 2 to Apr. I, 189 ..................
Apr. 2 to Jul. 1, 1898 ...................
July 2 to Oct. I, 18IN ...................
Oct. 2, 181S. to Jain. ,189..........
Ja l. 2 to July 1, 1899 .....................
July 2, 189, to Jen. 1, HUGO .-.............
Jat. 2 to .Itly 1, lIf0 .....................
July 2, I(1(1, io JRn. 1, 1--01...............
J n. 2 1o Jiuly 1, 11O1 ---------------------
July 1, 1 1', to Jon. 1, 1902_.........
Jati. 2 to July 1, 1U02 .....................
July 2, 19V02, to Jan. 1, 1[03 ..............
J-in. 2 to July 1, 103 .....................
July 2, 1103, to Jil. 1, 14-.............
Jan. 2 to July 1, 1104 ....................
July 2, If04., to Jai I, - - --5-..............
Jn. 2 to July 1, 1!05 ....................
July 2. t'(15, to inn. 1, 1!1)6 ..............
Jai. 2 to July 1, 1'06 ....................
.lily 2, 10V, to Jai. 1, 1107 ...............
J:,n. 2 to IJuly 1, 1107 .....................
July 2, 1107, to Jm. ', - -8-..............

.2 tn July !, 1(08 .....................
July 2, 19.08, Io Jan. 1, it09_ -...........
Jan. 2, 1909, or thereafter. ................

Number of Retirement
quarters needed system will
for social secur- reduce your

ity coverage Ilension al-
after Jan. I, 1955 lowance if you

retire after-

6 Apr. 1,1956
7 Jul. 1,1956
8 Oct. 1,1956
9 Jan. 1.1957

10 A pr. 1,1957
II Jul. 1,1957
12 Oct. 1.1957
13 Jan. 1, 1958
14 Apr. 1,195S
15 Jul. 1,19,58
16 Oct. 1,1958
17 Jan. 1,1959
18 Apr. 1,1959
19 Jul. 1,1959
20 Oct. 1,1959
20 ..... do ......
21 Jan. 1, 1960
21 - do
2 Apr. 1,1960
22 --- do ........
23 Juil. 1, 1NG
23 -- (1o ........
24 Oct. 1,1960
24 - --- do --------
25 Jan. 1,1961
25 ---- do. .
26 Alpr. 1,1961
27 July 1,1961
28 Oct. 1,1961
29 Ji. 1,1 P62
30 Apr. 1,1962
31 July 1,1 P62
32 Oci. .1962
33 Jan. 1,1963
34 Apr. 1,1963
35 July 1, I M3
36 Oct. 1,1163w
37 Jon. 1, 1964
39 Apr. 1,1P64
39 July 1,1 6-8
40 Oct. 1,1964
40 - (... o -------
40 -.. do .
40 -t.o
40 -- do.
40 -. _do--
40 -.- t(io -------

Women

Number of Retirement
quarters neelrde system will
for social secur- reduce your

ity coverage p pension al-
after Jan. 1, 1955 iowance if vol

retire afte'r-

Apr.

Jul.
Oct.
Jan.
Apr.
Jul.
Oct.
Jan.
Apr.
Jul.
Oct.
Jlan.
Apr.
July
Oct.
Jon.
Apr.
July
Oct.
Jen.
Apr.
July
Oct.
Jan.
Arr.
Ju'ly
Oct.
Jill).
Mir.
July
Oct.
Jr t.
A ir.
J'ly
Oct.

1, 1956

1,1957
1,1950
1,1957
1,1957
1,1957
1,1957
1,1958
1,19581, 1058

1,1958
1,19591,1959
1, 1 159
1, 1r59
1,1l910

1, 1 VCO
1, 1 pmO
1,1 p0
1, 161
1,1961
1, 111
1, 1 P61
1, 1962
1, 1962
1, 1962
1, I962
1, 1 P3
1, 1963
1. 1M3
1, r1'3
1, 11'4
1, 1 V14
1, 1914
1, 1P64

NOTE -Tile abwe table (dles u-t consider the problern of flieoe Individual who may earn $4,Q00 during
the fin I ye r i -'hiirh tiey -, iII "chleve the nun,er of quarters t'reded for soril security cor-'ep. Any-
0n1e whste e rinngs reach $I,2)0 during the final year is aitomnatzeally credited with 4 quarters for thai year
under soi it security.

A number of teachers and other public employees followed these State manuals
and adviianced their retirement dates So1 as to avoid becoming subject to a
redutlotn of State liension.

The retirement dates suggested by this table are designed to accoml)lish re-
tirement before a social security benefit Is earned through New Jersey piblie
employment. The dates are bared on the number ef aiuarters of coverage
required for "fully insured" status under the existing Social Security Act.

If, as proposed by section 204(a) of 11 R. 125-0, the number of quarters of
coverage required for "fully insured" status Is reduced, these tables cease to
be valid.
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('Cnseiluently by fill action of the Federal Government, these persons would be
Subjected to i Substantial loss of badly needed retlremnt income. notwithstand-
ing the fact that they bave retired in accordance with clear instructions (rein-
forced in eac.h case by a formal quotation of benefits from ti( State pension
fund) in order to avoid any reduction ill pension.

The New Jersey E:hcation Assoeiation and the New Jersey Civil Service
Association are naot asking for iny extension of social security benefits for
these people. We are asking that the benefits they were promised when they
retired will le paid.

We are not raising that regulations be changed specially for these peoi)le.
We are asking that tl,e requirenments for attaining "fully insured" status which
existed when these l)eople retired be preserved for them.

To this end, we a:'k that before section 204(a) of II.R. 125S0 is enacted into
law it be amended in such a way that. some 3,400 deserving retired public em-
lfoyees will not be adversely affected.

(By direction of the chairman, the following is made a part of
the record :)

STATEMENT BY SENATORS JAcOu K. JAVITS AMD KEN NETH 11. KATINo ON
AMENDMENT (-24-00-10

(For staff analysis and departmental views, see p. 482)

1101). HARRY F. BYRD,
Chairman, Senate Committee on Pittance,
Was[ ",gton, D.C.

DAmt Ma. CHARMARN : On ilay 26, 1960, we Introduced S. :3594. a bill to modify
conditions for a reduced rate of contributions under the Federal Unemlfoyment
Tax Act. This bill was prepared in consultation with the United States and
New York State Departments of Labor, In order to permit cff'ctive coverage
of nonprofit religious, charitable, literary, scientific, and educational organiza-
tions under the Federal act. The provisions of this bill would permit coverage
of such organizations on a reimbursement rather than tax basis without coming
into conflict with section 3303(a) (1) of the Federal Unenuloyinent Tax Act,
which wouhl make the entire State prograln Ineligible If this treatment were
given to nonprofit organ'z'utions. The New York State Legislature enacted
legislation this year which would lermit nonprofit or.,antati(,ns to participate
in such coverage. subect to tile adoption of Federal enabling legislation. We
are also informed that a sinilar proposal pending In California would also
be made possible by the adoption of this proposal.

The introduction of a companion bill in tile House of Representatives was
0iscusved with tle senior New York n ember of the Ways and Means CVnmmattee,
Repreentative Keogh, but tMe lateness of Its presentation to that committee
did not permit coesideratien of the 1)rol)cO.l in that body.

We are, therefore, reintroducing S. 35,94 as an amendment' to the Social
Security Amendments of 1960, I- R. 12580, which will scon lie before your com-
mittee for conslu-"ration. In order that y01 may fully evaluate the plirl)Se
of this anendlnent. we are enclosing a memorandumn prepared iii support of this
proplSnll b-r the division of emnloywent of the N-w Yorkc Stq1te Department of
T aber, anl a letter of transmittal from them. indicating their discussions with
R.ewesentative Keogh.

We houe that the committee may be able to act favorably on this proposal.
Sincerely,

.JACoR K. JAVITS.
KENNETI B. KEATINO.

Introduced on June 24, 1960, as amendment 6-24-00-E.

58387-60-22
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NE-V Yolai ,'r.vrE 1)I".AIrT.:NI' OF LAIBOI,
DIVISIONN OF E MPlOYMENT,
.I I' )miy, N.Y.. .unc I , 1960.

Re,' Federal bill to facilitate State coverage of nonprofit organizations.
llo1. ,.iA(ol K. J.lArs,
U.S. SelatC, Washgington, D.C.
(Attention: Mr. Rolert Kaufman, legislative assistant).

D EAR SENArO J.\vrs 'Mr. Alfred L. Green, the executive director of the divi-
si(11 of employment, who is out of tie State on official business, has asked me In
his absence to lmndle the Federal bill to facilitate State coverage of nonprofit
olga nl|iza lolns.

Following the suggestion iImade by your ollice, we took up the introduction of a
conpaniion bill to S. 5394 with Representative Eugene J. Keogh. Mr. Keogh was
receptive to the idea and took it ulp with the Committee on Ways and Means.
Because the committee, oin June 9, 1960, reported the social security bill, time did
not permit full consideration of the proposal by that co:uinttee. It was sug-
gested thilt, the Senate Finance Conmittee consider the l)roposal at this stage.
Mr. Keogh promised every possible assistance. Please advise what action nmay
be taken in this regard.

For your Infornmation, I transmit a copy of the memorandum which was sent
to Mr. Keogh on June 6, 1900, in support of the companion bill.

Sincerely yours,
WILLIA-M L. O'Toorm,

Director, Uncmployment Insurancec Accounts Bureau.
MEMORANDUM IN SUPPORT OF A BILL To MODIFY CONDITIONS FOR 1E)UCED RATE OF

CONTRIBUTIONS UNDER TIE FEDERAL UNEMPLOYMENT TAX ACT

A. OBJE rVE

Enactment of the bill would afford all States a new method for providing pro-
tection against unemployment to employees of nonl)roti tmak Ing religious, charl-
table, literary, -scientific, and educational organizations. It would permit the
coverage of such organizations on a reimbursement rather than a tax basis.
This Is not now possible because the States' permitting coverage on a reimburse-
ient basis would be In conflict with section 3303 (a) (1) of the Federal Unenploy-
ment Tax Act.

Section 3303 (a) (1) sets forth standards for the several State laws, adherence
to which is required in order that the employers within any such State whose
tax rates are less than 2.7 percent be permitted to obtain an additional credit
against the Federal unemployment tax for the difference between 2.7 percent and
the lower rates accorded employers under the State's experience rating formulas,
thus, limiting the payment to the Federal Government in all cases to an excise
tax of only three-tenths of 1 percent. The Federal act requires that under State
law no reduced rate of contributions may be permitted to a "person" except on
the basis of his experience with respect to unemployment. This provides cover-
age of nonproiitmaking religious, charitable, literary, scientific, and educational
organizations on a cost basis because section 7701 (a) (1) of the Internal Revnue
Code includes such organizations as "persons" within the meaning of section
3303(a). Hence, without the enactment of this bill all employers within any
State whose law permitted reimbursement of benefits in lieu of tax would be
deprived of the additional credit since the Secretary of Labor would no longer
find that under such law no reduced rate of contributions is permitted to a
"person" except on the basis of his experience with respect to unemployment.

B. SCOPE OF TIE PROBLEM

At the present time in New York State alone approximately 350,000 employ-
ees engaged by 7,500 nonprofit organizations devoted exclusively to religious,
charitable, literary, scientific, and educational purposes are denied the pro-
tection of unemployment insurance extend(led to persons engaged in private in-
dustry. Although the law permits the Inclusion of such organizations on a
voluntary basis, very few have sought coverage for their employees because
the cost is prohibitive. Cognizant of its responsibility to all segments of Its
labor force, the State of New York sought to provide for such unemployment
protection on an optional reimbursement basis. On January 20, 1960, how-
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ever, the U.S. l)epartnment of Lalor ruled that a reimbursement method wouhl
not be Consistent with the li'sent requirements of tMe Federal Unlemlploy-
oinent Tax Act. This ruling followed presentation of the proposal and rea-
sons for it to tihe Secretary of labor by members of the New York Advisory
Council oil 1 Unemlloynlent Insurance. Efforts by the industrial commissioner
of the State of New York to obtain a change of position were fruitless.

C. DESIRABII.ITY OF PRIOPOSEI'D LEGISLATION

There is general agreement on the need for the unemployment protection of
workers eml)loyed by nonlprofit organizations which are otherwise exempt from
Federal and State taxation. These employees need tile protection just as much
is other workers. There is no cssential difference between oflceworkers em-
ployed by such organizations and ofliceworkers of other employers, such as
banks, insurance companies, employers In professional occupations, and others
or indeed governmental employees. There is no difference between kitchen-
workers In hospitals and kitchenworkers In hotels or restaurants. There is
no difference between the maintenance staff of buildings owned an( operated
by such organizations and staff in buildings operated by other real estate
owners.

Representative spokesmen of nonprofit organizations share these views.
However, after consultation with them, the administration in New York con-
eluded that compulsory taxation on tile conventional basis would meet with
justified objections. A ])ill was, therefore, developed which gave such organ-
zations tile option to cover their workers either on a reimbursement basis or

on tihe basis of taxation as it applies to private employers. In support of this
approach, the Unemployment Insurance Advisory Council of New York said
that:

"In planning for the inclusion of the nonprofit institutions it must, how-
ever, be realized that they present a special situation involving factors not
found in private industry.

"To begin with, these agencies cannot pass on the charge to consumers by
increases in price. Furthermore, since they are exempted from income taxes,
tile unemployment insurance contribution cannot be deducted as a cost of doing
business. This takes on special importance for them since they are service
organizations and for most the payroll constitutes the largest part of their
total operating expenses, running for some as high as 70 or 80 percent and
even more.

Then, in very many of these institutions, e.g., colleges, universities, com-
munity houses, welfare agencies, literary and scientific societies, the greater
part of the staff is professional, holding either tenure or a contract for a fixed
term. Turnover among such personnel is relatively slight and generally oc-
curs when a member of the staff resigns voluntarily to go elsewhere. Con-
tributions based on the salaries paid to such persons would impose an added
burden on budgets already strained and yet there would be little likelihood
that any substantial part of the contributions would ever be used to pay
benefits.
"It is these special circumstances in which the nonprofit organizations find

themselves that have led the Advisory Council to the conclusion that they
should be given a method of financing the cost of the benefits paid out to their
employees different from that available to employers in private industry. The
council proposes that the nonprofit organizations be dealt with In the same way
as the State and Its governmental subdivisions.

"Employees of the State of New York and of those municipalities which
have elected coverage are given benefits in the event of their unemployment.
But neither the State nor the municipalities contribute to the unemployment
insurance fund In the same manner as do private employers. They are on a
straight-cost basis. They merely reimburse the fund each year for the amount
paid out by way of benefits to their employees. The council recommends that
the nonprofit institutions be likewise kept free of the obligation to make regular
contributions and that they too be permitted to be on a cost basis.

"Such method of financing should not be exclusively mandatory. Each agency
should have the option to come into the system either on a cost basis or on a
contribution basis, that is, to make contributions in accordance with the same
experience rating formula which determines contributions by employers in
private industry.
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''he purpilse frankly is to leriit e('ch agency to choose Ihat iiietlhod of nan ti.-
Ing wli(.l it find'., better a3d ('livealr. 'l'lEm' ageiicies wIthI little or no turnover
would ciose(luently be put to little or 1133 cost. Tlose witi higl turnover \wo'ld
]lave no greater cost lh1a11 I lul t Wich is borne by private industry.

"l,'or tIle ('lilloyees lt"i tile Iionia'olit institutions it wouIhl nike 1o lifference
willitever whilh nli'tb1ot( of ftinaniciig their partilular agency c1ose. They would
receive tie very snie beineiit s as are made a vailable to Ile enil loyees i livato
iniulstry u(de1r ilte very sleink conditions. The (liffeience would nilly be in ilie
uiia illler (il iliet ilig I le (, o"ts.

"i'le special states which the nonprofit ltAlitiitions hold ill our society amuiply
jllutifivs Ilipt dlifferviliated treatment which is proposed for tbiten, Tile nonprolit

ageliices are eligaged( in Inpblic services, services wbicli (overiiient would i the
ina in ibe coliiillhd to furnisll if these lustilitIlons were to go out of existence.
Thehr fauls are totally dedicated to these services. No individual derives it
personal profit from their operations. If it is right for governments to insure
tleir employees on i cost basis, then It is tqually right to enble the nonprofit
oirgaiiziat ions to (1t) the saille."

A I! if I bese observe I ons apply with equal force in other States.

1). 013 E("rION S

T'hei following object ions have been raised :
1. Allowing State t ion for (overage oil it reibuilirseient basis wolild weakeni

tlih' case for at repeal of the exemption of these organizations under the Federal
U iieniployineit Ta x A('t.

:!. A irecedivt wliulh ie set for coverage Oil ia reiibiu'seinent basis and others
c3t11l deniind similar treatment.

3 Sit'l i uncilililiiymient fuls wouhl lie exposed to losses if an exempt or-
g l izlt I iii (ISt's ii)i'at iOiils without funds for reili|urs'lient.

First objclion: ll'tukiqt; the ca'mie for rl('r'l of 'xt'ltion

This poiit b:s federal a1( State asl vts. If a State wishes to make a drive
f Y" (overage oif noilrolittlalin- orgiizitilos while hit'e Federal statuel (l(es
)it ('over su('lI illiploye'rs, ilit' a'|op seI aillelihllaelit w\'ill stregtliei. not weakell,
tie SlIt(,'s liai. TI,, State \'wilI li fre' 1o achieve conipulsory coverage on it
tax basis or (in a reinl)urs('nelit basis or on a colmbilation, by option or otlher-
wisp.

()i file Federal level. also. til' bill would strengthen the cast' for the repeal of
(lit' exception, if iie(ld. If il Sta's were to lit'ieve, coverage, there would
b' io need for fit'lier Federal action. If this result were not reached. te
Federal u ihriti',s c(ld poinl to the uneuial treatment and inaket a strong
lint, for (M li ed for Fe(eral a(ttioi. 'The miuere fact thlit sina'e Stales did
providle for ,overage would delnonistrate tlit propriety of such coverage and
le need there or. If other States tid not fall in line on their own inlitiative.
te a rguineu for Federal initiative would gain weight.

,8ccond ohbjetion : Pree¢'(ent

Allowing foi exclusion of nonprolilt organizations fromn experience rating
stait:mrls will not lie a prec(eiit for others.

NIoiproi t organizat ions, not only traditionally but also by the nature of their
work, their operations and their financing are in an entirely different category
froin all others. They are endowed with a public purpose and perform fune-
tions uet'es.oary to til' well-beiin of tie States and tie Nation. Tile idea of
general and eqa'1l taxationi to defray tie cost of Government services has no
place when nonprofit religious, charitable, literary, scientific, and educational
organizations are concerned. Such organizations must of necessity look to
others for their financial existence.

O: tile other and], lhe idea of general and equal taxation applies with respect
to other employers.

Third objection: Failure to reimburse
It is. of course, possible that some nonprofit organizations may cease opera-

tions without funds with tie result that benefits are paid without reimbursement.
However, these instances are no different from cases involving insolvent enli-

ployers whose delinquent contributions are never collected. Benefits are never-
theless paid to their employees oni the basis of employment with those employers.

Of major general c'onsideration is the fact that the Federal amendment is only
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enabling legislation. Each State which wishes to take advantage of the oppor-
tunity to achieve coverage of these organizations on a reimbursement basis will
carefully consider all implications of the program. Proposed Federal amend-
meat neither binds nor forces any State, it only paves the way. Whether a
State will decide to extend coverage, the manner in which it will do so and the
safeguards to be provided are strictly State matters.

NTAIFMENT OF SENATOR CIjFFORD P. CASE ON AMENDMENT t-25--lO--D

(For staff analysis and departmental views. see p. 464)
JUNEl. 23, 1960.

Ilon. IARItY F. ByR),

Chairman, S')iatc J,'ionce Comim ittee,
l h.e ingtoa, D.C.

I)EAR SENATOIt: I understand that your committee is meeting on June 28 to
(onsider II.R. 12580. the social security bill passed by the House of Representa-
tives last Thursday.

If -1.11. 12580 is enacted in its present form it will reduce the retirement al-
lowances of approximately 2,130 New Jersey teachers and 1.300 other New
Jersey public employees. The average cut in allowances will be approximately
$1,300 per year for retired teachers and approximately $960 per year for other
retired public employees.

The people affected by this legislation are members of the New Jersey Teach-
ers Pension and Annuity Fund and the New Jersey Public Employees Retire-
ment System. They have retired under a l)a which permits the State of New
Jersey to reduce the retirement allowance payable by the State pension fund
if the employee earned a social security benefit through New Jersey public
employment. Any social security benefit earned in this way is used to relieve
the State of all or a portion of its obligation to pay a pension to retired public
employees.

Many of the persons affected by this legislation have purposely advanced the
dates of their retirement in order to avoid earning a social security benefit
through public employment in New Jersey. If II.R. 12580 is enacted in its
present form section 204(a) will reduce the number of quarters of coverage
required to attain fully Insured status to such a degree that all of these people
will be considered as having earned their social security benefits through New
Jersey public employment.
The effect on these people will be a substantial reduction in income through

loss of pension from the State of New .Tersey.
The amendment proposed hy section 204(a) of II.R. 125S0 is designed to pro-

vide needed benefits for a number of our senior citizens. This is a desirable
purpose. The New Jersey Education Association and the New Jersey Civil
Service Employees Association have informed me they are syml)athetlc with
the desire to extend full benefits to these people and agree with this purpose.
They agree with me, however, that this can be accomplished by approaches
which will not deprive New Jersey public employees of State pensions they
have earned during many years of service.

One approach would be the following amendment to section 204(a) of H.R.
12580, already introduced by Senator Williams of New Jersey and me:

"(P) The amendment made by subsection (a) shall not apply in the case of
any individual who, on, before, or after the (late of enactment of this act, be-
comes entitled to retirement benefits under the Teachers Pension and Annuity
Fund of the State of New Jersey or to retirement benefits under the Public
Employees Retirement System of the State of New Jersey."

I ask that your committee give serious consideration to this amendment or to
some other approach affording assurance to these deserving public employees
who have rendered a number of years of service with the justified expectation
that they would be entitled to their benefits upon retirement.

Sincerely,
CLIFFORD P. CASE, U.S. Scaator.
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.3 I.\)l[SoN, WVIS., ,h1il"1 ?90. 19.![O
Senatlor II.\IIRy F. I11*lI),

('hirmon, ,S'cnatc '|Finece Contnittee,
11'lshinyton, D.C.:

o'l save tlnte of connnittee I am selling this telegraill instead of illeariing
personally. As you know I w.s (j1,ai (f Technical Board which i-ei)are
origimil So'minl Security reconuliendatiolls a1l4 I1 also direcled adln inistratiofi of
fill lhases of Social Security Act fronil 1)35 to 1953. lase(l oil (Ntit extlerieilf.e
I aill slure that (onltributlry social inlillrllce Ilctho l Is fill. Superior to Federal-
State lttncoiltrilbutory inleal. test nethod for proving health Ilenlefit,, to aged
wvorlkers., widows, and orllns. 01Illicial slitties by this administration and pre-
villi5 nd. 1 tilut ltilns demoitllsrale need and ahdliilstrtlive feasibility. There-
fore I urge act ion at tills session.

AaRTIHUR J. Ai.'r.uEYl:a,
1ormcr Coulmnis.ioncr for Sociul security.

q'l'.VNrI.LlNT ('1 m;TN,,TroIt OuI,:m 1,. ,oN(;. DEMOCRAT. HAWAII. i0 'IiEi SEN.ATI:
"\.\N('iC: ('()M MIl'1i: IN Sl'tOT 01F 'IIE )BILL., S. 3503, AS A SUBSTITUTE FOl

SECTION XVI op II.R. 125S0

Mr. chairmann , I Na lit to r(e(rd 111y Sullpolrt folr S. *0:13 as a substitute for
section XVI of II.R. 125S0.

1 Iihi ak it has i-le, demonstrated overwhthiailgly that this Nation lle(Is a
truly effective p~rogrlm f lialth asslsltalu e for our .lder (-itizois.' The (lues-
tifll before tile C*llgress, as I se it. is hw to lrovide fill effective plro.raInl.
Section XVI ill th' Illo)ise bill, ili ny opinion, fails far short of nlctimug till(
Iroblel. I (1o not intendI to dwell ill detlil oil tile obvious imll(qtuacies of
section XVI. But I (h) want to loint out that even ilder the i(ist ideal
con(lit ols, where ninny or fill of the States ('oul find tile ilnlens (if larlti('iling
ill tile plrograil, it would( ilifal lilt adlitiflilal b)urleill Oil geileral revenue's.

I agree whollleartely with the Suppllelental views of the eight melbf'rs
of tile lIouse Ways and Means Committee who stated on page 326 of House
Repoart 1799~ th~at:

"We aire shocked thiit after 23, years of successful operation of tile solcill
security system there are tlose who Wouhl have ns rely still oil relief 1nd
aissistanlce as tle, sole goverlllilentalt alproach to lleetilg a lajor eComOlliC
hziad oll(If universal o.crrence."

There are those whol will pecrsist Ill elanling that It Is "socilistic" find
S)llellw un-Anmerican to finance n health l)rogram for the aged through the
social se('urity tax structure. "Mr. Walter Lil)plaln, who is by1 no ieans con-
si(ifred a wild-eye(d Socialist, has very ably analyzed the situation in a colunin
published ill tile Washington Post of June 16. Ill that colunlin Mr. Lii)piann
state. :

"Amolg tile ollonents of medical insurance there seems to be a vague and
uncomforta)le feeling that it is a new-fangled theory, alien to the American way
of life and imported, presunlbly, from Soviet Russia.

"Tile Founding Fathers were not subject to such theoretical hobgoblins. In
1798 Congress set up the first medical insurance scheme under the U.S. marine
hospital service. The scheme was financed by deducting from seamen's wages
contributions to pay for their hospital expenses.

"If that was 'socialized medicine,' the generation of the Founding Fathers
was blandly unaware of it."

Tile magazine Business Week, which Is certainly not considered a Socialist
organ, has concluded that lne(lical care for the aged can be handled best through
tlie social security system:

"The only way to handle their health problem, therefore, is to spread the risks
and costs widely. An(d that can best be done through the social security system
to which employers ail(1 employees contribute regularly."

Under S. 3503, health assistance would be finalnced largely through social
security tax increases. The program would cost an estimated $1.5 billion a year.
of which $1.14 billion would come from a one-quarter of 1 percent increase in the
social security tax on employee and employer. This increase would provide bene-
fits for 11.3 million beneficiaries of old-age and survivors' insurance. Benefits
to an additional 1.7 million old-age assistance recipients would cost $180 million
a year, to come from general revenues. Benefits to 1.8 million other persons (re-
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tired men over 65 and retired women over 62) would cost $190 million, also from
general revenues. But the Federal Government is already spending an estimated
$238 million a year for old-age assistance and other programs which provide
medical care for the aged so the net increase in expenditures from general
revenues would be about $132 million, or less than a dollar per capita for the
Nation.

I therefore urge adoption of S. 3503 as the soundest and most effective ap-
proach to the problem of medical care for the aged.

ANmW.iSON, IND., Jane 28, 1960.
Senator IIARY F. BYaM,
,Senate Offlee Building, W'ashingtoii, D.C.

Dt;,Alt SENATOR BYRD: I want you to know of my opposition to 11.R. 12580.
As of 1956 only 17 percent of doctors 75 years of age or over were retired.

Many of these men are unable financially to retire completely, and others prefer
to remain active. Most of those men who remain active see but very few
patients, but their income will be greater than $1,200 a year. Therefore, they
would not be eligible for social security benefits.

To me, including doctors in the social security program is a thinly disguised
effort to promote additional tax revenues with no intention on the part of Gov-
erinent to ever return any of it to these men who will be paying tax ostensibly
for retirement benefits. This is a shmineful subterfuge, and Congress should
be above stooping to such measures.

I realize that more and more revenue will be necessary to maintain the social
security program, because it Is an actuarially unsound arrangement. But, If
Congress Is intent on maintaining it. they shouk have the fortitude to Increase the
tax on people who are going to benefit from It. This will not be popular, I know,
but it Is the only honest thing to do.

I hope you will be one Senator who believes in honesty, and will shun the
Marxian philosophly "From each according to his ability, and to each according
to his need." We already have too much Russian ideology pervading the
of certain Government officials.

You know my opinion, I would appreciate knowing yours.
Yours truly,

II. II. Duirx, M.D.

SAN FRANCISCO, CAtJunte 30, 1960.
Senator HARRY FrLOOD BYRD,
Chairman, Senate Finance Committee,
New Senate Bu nilding, WVash ington, D.C.:

Request the following statement be read to time Senate Committee on Finance,
and inserted into the record of current hearings on social security bill:

The California Labor Federation, representing more than 1,300,000 AFL-CIO
members in this State, urges the adoption of a social security measure which
contains health care provisions for the aged within the social security system.
Our membership is categorically opposed to medical care benefits based on any
kind of a means test. It must be recognized that senior citizens of this State and
Nation, as a group, have recognized health and medical care needs whieh are
substantially greater than those of younger age groups, and which, in terms of
cost, far exceed the financial means of our aged population.

Despite labor's efforts to the contrary, under the widespread development of
voluntary prepaid medical care programs in the past decade, the aged have been
generally and effectively isolated from the rest of the community to be "expe-
rience-rated" by themselves under programs designed less to take care of their
extensive needs than to extract the last profit dollar out of their human misery.
Thus, the aged, in such isolated high-cost groups, cannot possibly insure them-
selves adequately as now being proposed by private insurance carriers, the
medical associations and other vendors of medical care programs In their ad-
vocacy of low-beneflt, high-cost l)lans that would "experience-rate" them apart
from the community.

The provision of adequate health care for the aged on a prepaid basis there-
fore requires the adoption of a social insurance principle of financing such
prepaid care as proposed in Forand-type legislation vigorously supported by all
AFL-CIO members, based on the concept of providing benefits as a matter of
right with dignity and respect for the individual.
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The Eisenhower administrations' State-Federal program, based on the concept
of public assistance and handouts rather thanl social security with dignity,
satisfies virtually Ito one. It is dependent on State action for implementation
and would require the average aged indivhdual with a meager Income of less
than $1.0H) a year to pay out of pocket $250 for medical care, or more than 25
percent of his income, before lie could realize benefits equal to 80 percent of
his remaining medical care costs in return for a $24 annual contributions. The
llouse-approved social security bill contains ittedical care provision whieh (oin-
pound the evils of the Eisenhower FcderaI-State program of public assistance
with a "piijir's oath" aplproach in a new prograin designed to assist States in
provililng limited inedical benefits for time aged wh i may be determine(] by the
States, as they may choose, to fall Into a new category of medical ilndigents.
This is I shait and a disgrace. We urge the Seite Finance (ommittee to take
irotpt action to approve i Sound heltll'are Ineaisure for tie aged, based on
tie social iInsurance concept which would adequately reward our senior citizens
with dignity and h lgal rights for their years of productive efforts and contribu-
tion to the wifaire of the Naition. We recognize that line is short in this session
of congresss but certainly there is time for men of conviction and courage to act
on this matter by passing a health care measure within the social security sys-
tet that gives recognition to the basic needs of the aged.

Tiros. T. PITTS,
Se.rctary-Treasurer, California Labor Federationl A I"1L-CIO.

AUSTIN, TEX., June 30, 1960.
11011. TIARRlY BlYRD,

Chairman, Cominittce on Finance, care ]Yrs. Elizabeth B. Springer, Chicf Clerk,
,icnate Finance Coninittce, Room 2227, New ,cnate Olc lButilding, Wash-
ington, D.C.:

My DElt SENAT-on BYRD: The Texas Medical Association wishes to present for
the records of tile Committee on Finance of the U.S. Senate, the following state-
inent onl H.R. 125S0.

We urge that ihysicians not be included under social security (overage.
)ur membership responded 10 to 1 against inclusion when polled. This past

April, our 202 ienliber iouse of delegates re)resenting 8,200 physicians passed a
resolution, without opposition or a dissenting vote, against such coverage for
physicians.

Texas physicians neither expect nor want the Federal Government to provide
retirement or sulrvivorslil) benefits for themselves and family. It would seem
strange indeed to force the payment of Federal funds u)on persons who neither
wish nor seek their.

May I thank you for the opportunity to have the views of tile Texas Medical
Association. Inc., into the records of the Committee on Fince.

Respectfully submitted,
MAY OWEN, M.D.,

President, Texas Medical. I association,
Austin, Te.r.

BROOKLYN, N.Y., June 29, 1960.
Senator IIARY F. ByRiD.
('hairman, ,Rcnatc- l'inanec Committee,
New S,(, (enate Office Binhig, Washington, D.C.:

The Seafarers International Union of North America, representing over 70,000
Americlan merchant seamien and maritime workers, strongly urges your full sup-
port of medical care benefits for aged within structure Federal social security
system. We oppose means ill test requirements il this legislation which would
label necessary medical care as Federal handout at expense of all taxpayers.

Aged workers who lve contributed so much to progress of tils Nation are
entitled to this protection as a matter of earned right iII keeping with objectives
of social security system. Attempts to liiit benefits to a means requirement
flaunt urgent needs of all the aged for decent medical care.

PAUL IALL,
Preshlent, Seafarers International Union of .orth Anicrica, AIL-CIO.
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P1ITI'SIUWui, PA., JuC 29, 1960.
Senator IIAiiltY F. ByinD,
Chairman, enutc Finance Committee,
S(nute Office Building, Wash inyton, D.C.:

Inasmuch as appearance before your committee in the closing days is imnprac-
tical lnd might tend to delay completion of the committee's work, I would prefer
to be recorded as favoring adding health benefits to the OAS1 system and have
this telegram Ineluded in the committee record.

T. A. Fu-muEa, M.D.

NFw Yom-;, N.Y.
Senator IIAiRY F. Ilyin .
chairman, ,Senate J.ina(ll Committee.

Senate Offie Building/, Washington, D.C.:
Urge strong support for legislation create hm, medical care benefits for the aged

within Federal social security structure. Any means test would destroy olbje(.-
tives of l)roviding decent iedei.al care to iieet pressing ive(15 of all the aged.
Experience with 50 different unemploynent compensation laws and other State
lrogranis emphasizes urgent. need for uniform Federal program. Medical care
for aged should not be treated as charity at the expense of all taxpayers. As
director of Social security departmentt of Seafarers welfare plan serving 20,(HI)
seamen and maritime workers urge your support to defeat iny reans test re-
quirenent and other Irdensonie limitations of this legislation.

JOSEPH VOITPIAN.
Diretor Rocitil 'S'eurity )cpartmeint, ,ecifar(ors ll'elfatre Pla.

CHICAG, O, IL,., ,Jite 29, 1960.
Senator lI ARRY F. BYm,
Chairmaini. Committee on Finanme,
U.S. ,Scmttc, lWashigtoni, D.C'.:

Urge your committee to support legislation to provide health benefits to aged
through contributory social security system. Would be willing to testify in
behalf of such legislation, but prefer having this telegram on record of your
commnii tee.

WII.LIAM S. HOFFMAN. Ph. )., M.D.,
Medical Director kidneyy Hfilman ilentlth Center of Chicago.

NEtW KENSINGTON, PA.. Jiine 29, 1960.
SRenator ]I Awly F. IlYm.
Chairman, Rcmitc Finance Committee.
Senate Office BuildihW. Wahington, D.C.:

One of many pliyslcans who disagree with A1MA opposition to health legisla-
tion. I and ninny other physiians strongly urge passage of bill providing health
benefit. for the aged, financed by OASDI system.

l)AN IJ:t FINE, M.l).

11PLIA!IE. OHO. Jiune 29, 1960.
lion. iI.%itY F. BYR,
Senate Office Building, Washington, D.C.:

The social security mechanism is reasonably economical. Don't discard a
good system just because the AMA opposes. AMA does not represent all lhysl-
clans, particularly on social matters.

_MITON D. LEVImE, M.D.

STATEMENT OF THE AMERICAN OSTEOPATlIcI ASSOCIATION ny CiIII.Es L. BALL-
IN(GEa, D.O.

Mr. Chairman and members of time committee. I nam )r. Charles L. Ballinger,
of Coral Gables, Flit., representing the Amerlcan Osteopathlc Assoc iation. I am
also a fellow and secretary of the American College of Osteopathic Surgeons, an
affiliate organization.
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W( very tituch appreliate tie privilege of stbilttig comment oil the pending
social security awitetdlietnts bill, II.R. 125S0, section 601, which would es-
tablish a liw t iti, XVI of the Social Security Act to Initiate it new Federal-
Stte g'~alnlts-int-ad program to hellp the States assist Iow-income aged Indi-
vilji. whs twl, teed assistaltice ill Ille-,l jug th(ir 1'i.ichi exellses.

We aie' gratified that ill (ontiot oin witll the Iwolosed niew title XVI of the
Social Security Act, tit( 11ouse-lmssed bill 11.1t. 1251- enliasizes osteopathic
I la 1 rieil ,at lol ill tio liilha'l ser-vices for tliv aged Irogram Iby express reference
14t' s'ict un 1101 ( a )t7 o" lihe' Soial Security Act oll page IN5 of the bill.

It was ( lite eiiatei . ('otitt'e ol l"iiance that. an lirtlred ()sI-ojaliic illusion
illiet( sochil Securiy Act teliniition )f "lIysianit" 1111(1 "ieiil.ical .are" and
"liospializ'.t ihill" I se. 11011 (a IT) ) ill Ill:).

set'viral .yo,'.I.-; ago Ihli Amie'ricnii I .lstq~at lic Acaidetiy (if (,eiiatri.s NvitS set
tilt t( miiaike s1'cival studl.s, m1(1 Id) (rganhize study groulis to interest the imeiimbe's
,1I' lihe osol,I lii' I n'ol',ssion in lilt- silject of geiatrics aid Ito keel themn
il,all.l s of Ile'vehIJlntillils. A nuiher f StaIte hiaws re I'el refresher courses
fo4r oslv11lhiliic licii.'es. ial these sessions afford additlhul opl)Irtlniuty for
.olisilhrittioiisof curriirilt d(,'Veloinieits. lit addiliont,I ll'of(ssio ll actively
arlit illmles ill i.iolift'eliites on aging alt tli Natlioinal tind State aid l al levels.
''lho Aim'rh,' ii t('4.4ol;;tliie Assicialitn is l'l)rees'i I'd oil the 15-ameaiber Nil-

I ioliaI Ad\i' IA'ovioiimtittee foi- Ilie \\lilte Ilose, (otilte'tce o1 Agilng, January
1) to 12, 1ll6l.

4ulIie 11.0110 liliysic'iiaii of (ihe osteolnithic school of inedicine are it legalized
I ar't hev in all th ,-Slt e.s.Mort l lit.() lllg(rlllnl(:1ll h11sptlals -et sltaffed by p~hys icians anld suilgeomis

().( .), )93 of wllihh hve b'en aplproved by th' association f i le tra ining of
iliteris and 56l o1 whi.h are al)l)rov'ed 14y tli assovitli t for thit' training of
resintits. 'T'lire ar't' o- government (district, commit, ir city) hospitals staffed
li It iart or ent irely by jiliysh'ians a1d surge I!).(D). ). After comiih)ltih4i of
li'ir iiternslil p, osteolilhh' gradult obtain i'esideny ti'aining in one or more
of lilt' 12 liel(s recognize by alroved specIalty examining boards:

A wer'ica ( ).steol hile lb iard of Anesthesi ology.
A iia'riva i ( )sI pe oli tb I B oard of )eriimatology.
Aniei'in ( )ste, allile Hoard of Internil Medicine.
\iiwiican ( )sl copat hie Board of Neurology ai ntd Psyltli try.

Aieri('tII Osteolitli l ie Board of Obstetrics and (.ynecology.
Aiierlican Osteolmthie Bloard of Ohtil lilliolgy.
Aiiuie n Ostotl I lile Boa rd of I'a I hlogy.
An''can I )steolu I lil Board of Pedial rics.
A nme icat ()steolptlic lluBrd of Physical Medicine and Rehalblitation.
Aimiei'lcan Osteolmlhie Board of PI'rotology.
A\trihat n (isteopa I liie Board of Idio)gy.
American Osleolmthle Board of Surgery.

An apllanl t for 'ertilicatioii by the Amerian Osteopat hic Board of Surgery
or for ixeiibershil) in the American College of Osteopathie Stu'geons must be
t graduate of aii all)roved college of osteolathy and surgery. which requires a
iiiininillni of 3 yvatrs' preprofessional college work for entrance and 4 years of
professional ( college wo'k for gi'adiiation, lxust. have at least 1 year of Intern-
shill. and a nll1iini (4r :3 yeais of formal training subsequent to internship,
imiust h:a\'e assistld il not less than -tll) iiaijr surgical operations, aid I call
youtr atteiitioli to tle ti'atI that is the iiiiiniunn and most men ix their training
period (lo aIssist ill 11,lllly time,, tlml. inim|I~Ium number. anld mullst have pero

formed a miiiiimi i 200 iijo'r Slll'gicIl ol~erjitojs 111Oll hs own resl)oVsibiiiy
sll)seqlulet. I) lie ciiildhletion of the miiinimumn required )eriod of formal training.
AllI lie Slie('ialties reiliuir :3 years sleiell Iraining beyond internshil).

These physicianss ad surgeons aid these hospitals are utilized by the Bureau
of Etilloyevs C ltnsalion for care of Federal civil employees for Injuries and
illnesses ii hurled i the course of their employment. They are used in the
* uneoic-are pr'ogr'a Iii of the DeLfense Department for the care of dependents of
metbi'ers of the armed services. They are available to Federal clvil employees
under the Federal eiliployces health benefits program, under voluntary health
insurance plans.

i connection with any social security medical care program for the aged which
is or may be Inaugurated, Federal Incentives should be provided for encourage-
menit of prepaid health insurance plans on a voluntary basis.
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Furthermore, as we suggested to the Senate Subcommittee on Problems of the

Aged and Aging during its hearings last. August, we believe that more financial
support should be made available for basic and applied research III geriatrics.
The osteolathic schools of medicine, in comnmon with the other medical schools,
are participating in the research and training programs of the National lusti-
tutes of Ilealth In such flehls as cancer, cardiovascular diseases, arthritis and
metabolic diseases, neurological diseases, and mental health, which may be said
to bear a primary relation to aging. Iectures and clinical courses are given In
the care of the aged, under the subject of gerontology, and kindred subjects
throughout time curriculums in our colleges.

The American Osteopathic Association will continue to work with private
organizations and Government agencies for the advancement of the health care
and welfare of the age(d, and desires to be of any possible assistance to this
honorable committee in connection with the pending and related legislation.

AMERICAN OSTEOPATIi ASSOCIATION,
Vashington, D.C., July 1, 1960.

Re II.R. 1280.
lion. HARRY F. BYRD,
Chairman, Senate Committee on Finanwe,
U.S. Senate, Washington, D.C.

I)DRAR SENATOR BYRD: Although Dr. Ballinger, of Coral Gables, Fla., has
already Illed with your committee a statement on the part of the American
Osteopathic Association in connection with the social security amendments bill,
II.R. 12580, an1 objectionable and gratuitous suggestion made by the International
Chiropractic Association to your committee yesterday to change the form of
reference to osteopathy in connection with the definitions of "physicians' serv-
ices" and "lphysician" on page 165 of the bill calls for additional comment on
our part.

The chiropractic proposal would revise lines 12-16, page 105 of MR1. 12580, to
read as follows:

"(e) The term 'physicians' services' means services provided In the exercise
of his profession in any State by a physician, osteopath, or chiropractor, licensed
in such State; and the term 'physician' includes a physician, osteopath, or
chiropractor licensed in such State."

The definition of "physician" on page 165 of the bill as it passed the House
emphasizes osteopathic participation by incorporating by reference section
1101(a) (7), adopted in 195.0, which includes doctors of osteopathy in the defini-
tion of physician applicable to the general provisions of the Social Security Act.
We respectfully request that this form of reference be retained for purposes of
osteopathic participation.

It was through application of the criterion that in order to qualiv l'or inclu-
sion under the tern "physician," as used in the Social Security Act generally.
one must be trained in the practice of the healing art in all its branches, that
this committee in 1950, based upon the evidence submitted, found that the
graduates of the osteopathic schools of medicine so qualified and included them
under section 1101(a) (7).

The Congress had similarly defined the terms "physicians" and "medical care"
and "hospitalization" as inclusive of osteopathic physicians and hospitals under
the provisions of the U.S. Employees Compensation Act in 1938 (52 Stat. 586).

Previous to that, in 1929, the Congress, in regulating the practice of the healing
art in the District of Columbia, provided: "The degrees doctor of medicine and
detor of osteopathy shall be accorded the same rights and privileges under
governmental regulations" (45 Stat. 1329).

As above stated, we hope that the provision for osteopathic participation under
I1.R. 12580 will be retained in the form in which it passed the House.

Very truly yours,
C. D. Swopp, D.O., Chairman.
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Sem6ilIor I IAmiy F'iAo) Bly 1(.

IWu.4,jqlon, ID.(C.:
I,(66llI 720 of Mhe Wisvotisiti Councvil (11 Co'tunty a111( Municipial Eiiliployees liy

111111 I1110115l vo te lirges yourW stip ijort ofthelI MeNu 1111rn amienidmenit, for miati
41110 for lagVe to retaeilct titl It'; 46f te ll(61ist-llpll)1edV 11.11. 12d5SO.

~.1c1:i)Es D ur-oul.
Scln' tory. ('it ji-(oint.1 1ii iidin i/, Mad(isoin, Wb'j.

IIUiSO, NY.,.Juic 191160.
Semi llo I lmilly F. B 1)i.
Chiimmjig of the SenIutc ( 'ominitic( i on inoec,
IWoixityloti, D.C.:

011 bhlIf of t he Grou H~i health Assoiition161 of Amiitica I wold like to test ify
ill su~pporut of Itleitlat161 to pr1ovidet hlth bIeltiielts, to t~e' iged through conl-
I jilif Er3' 54Jojil sevuiiity3 systemii. How~VQev, 1 (16) lint willt to leily (.(0lphi(tiE 01
or tilie woic or your c'o itoitte wvitlil th le relliuii l ig dtl ys of ti s v()ugressi l )iI
so ssioll. If Illy' personally 1 1)1 it'l rll 1(0 would Ill ally Walyhl 1111 l) thle 'oillilliItt('"s
dliierioll 611 I NvoiIId pr('el' 16 toW 1C('(61di favoring add(inlg bli (1 bl'ilts
to IHu. ( ).SD1) systelill :ll(d l11Illt " t'ug his t elegrami IncludIed ill the cnnl e

1'rcsid(Ii. (sIoiit) I1lt .4%o(ialiion of Amierica, 1Iudyon, N. 1'.

SP011111 rHARMiI F. ll no,
('/jijj' ati(p Scm(ilI IFiIIalmd (

6
omm IIitici'.

Wouldi like ti aIwIll betfore vourII committeee' to testify ili support of Iteglslii-
t1661 to pirovidle health~ bmeeits to6 tile aiged through contiiributory social s4'6'IriI y
systemii. However, I (1( not wanit to (delay compileition1 of colinniitte's Workill 
(.losig dalys of con)Igressiona~l session. If ily plersonail appearance W~ould Ill ally
"wly hold 111) the commiiittee's deliblerationis, I would prefer to be recorded Ii
fav ior of adliig hlhI hienellts to the ( ASI)I system and having lily telegram
iincluddl in tile coiii ttee's re'tirds. 'My own record1 1111 exp~erienlce miay he
idm(iitiedl 1by rerv6it'Ii('( to Who's5 Who in Americo.

GEoROn ThAE1iu, M.D).

SP~l~ttol Yllj.owl 8i'iu.Ns, Onijo, June 211?!, 11196).
.Seao I iAti(Ry F. Ilymt).
(Commnittee (il Piat(weC.
Sc~ituite 0/lice Bu ihl. 11(181 1 t, 1).C.:

Illive just learned of publlic hearing onl health c-are for agedi today and tomor-
row. I urge support of legImblation to p)rovidle health beefitts through OASI, If
we are as a 11 ation truly concerned to Iuleet health p~roblemls of o1ler people and
maintain hiumane standards (if quality and quanitty of health services. This
w~ou1ld permit (out rillit ions of Individuals4 through employed lifetime and give
widest tilxibihity Ili ltdinihlstratlon with least4 likelihood of regional andc see-
tioltil Ivarlia tions Ii coverage alld( service.

Plealse Include tils tel('graltl ii 'Illlullittee's record.
JAmEs P. DixoN-, 'M.D..
Presidentt, A uitiocit College(.

SP111t~' HRRY . BRD.WASHIINGTON, D.C., June 29, 1960.

C(iiimgu, ,S'('noe (6(111inittu' 01 Fiiuiee,
S'cnote Offlee Blh~if, lushiiytoti D.C.:

Ite FInance Committee hearings June 29 and] 30 onl health care for the aged.
I wvish to record with your~ committee my1 fuill support of legislation to provide
hea-.lthl (cure to thle agedl through the conitribuitory social security systems. I
wou6ldl~ requlest tilt, opp~ortunlity tol testify re above but (10 not wan11t to delay the
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Vo rk (if tilie (ollitlliitt ini the ('lo.ing (lays of the congressional session. I ask

0ha! I his felegitan expressling lmy stand inl favor of adding health benefits to the
(0811Ii system he ila(ed in tille committee's rovord in lieu of mily alilearanve
.hef, Pi I hie comii t tee.

W.AuRn. F. I)nAPER, M.D.,
BExecnitire Meldical Offlcer. UM 11VA Welfare.

ST. IAtlS, Mo., Jule 29, 1960.
ilh l. IIAIIIIY lBYRI.

('hlhirmie t, ,'ienlt(, laiqe Co Joni'cv.
X( i, ,vetv O1ev ai ildinyl, Wl'li.u4hinltoi, ).C.:

Tihe Missouri State ,alor ('ouncil AFIr-tli) respectfully urges your commit-
Iee to alprloe'Iitnii(.11 (1I11"e Icenelitq for the aged within the social security
s:.steni. We think this should lie done without It means test.

JOHN 1. ROLLINS, Preldeit.

W.SHINGTON, ).C. Juie 29, 1960.
801,00- IIAIiRY 1'. iBYIID,
('ltie" itel, Sc'vii Ite Phine n Cominnittce,
.V 'u,, 'mtr Offlec litildhig, 11',ash i1toa, D.C.:

May I on heha1lf of more titan 400,000 workers represented l)y the Inter-
tantiomial Unio of Eleetrical, Radio, and Malhine Workers AFL-CIO urgently
request. thlat you and your colleagues on the Senato Finance Committee give
favor able (oinsi(lerlatioll to legislation providing medical care for the aged
within the Fefleral social sec.urlty system. At the sne time our Interational
union is strongly opiosed to the Imposition of any means test.

I can assure you that this represents the militant sentiment of the over-
wv.heliig majority of meilbers of our union as concretely evidenced In in-
iumerable local, regional, and national meetings and by thousands of letters

1 lih1 telegraill,; which I andl other leaders of tills union have received. I firmly
elieve ltlat, you will he serving not only sl)len(ld humanitarian purposes but also

latrlposes of ourt Nation', welfare mid internal strength if you vote approval
of this legislation.

*TAMES B. CAREY,
President, IUE-AFL-(JO.

WASIIINGTON, D.C. Jut1c 29, 1960.
Seitor II\nRIaY F. BYR),
('li rmw, N'mite lPhuin e C('ommitee,
4vemt Ofl(ce Building, Wli.h ington, D.C.:
This stateniemnt is in support of legislation to provide health beneflt.it to aged

through all expansion of the existing tiocilu security system. Kindly request
that this opinion he included in the committee's record. Because of the element
(if tne for adjournment It Is Impossible for iue to appear personally before
il ( comlnttee such it request Is made.

DR. E. 0. 'MAZIQU,
President, Nationel Medical Association.

I'll I..AEIJ'1I iA, PA., ,Ju1iW 29, 1960.
lion. HARRY F. BvnD.
('om in ittcc on 1,ialn(e,
U.N. ,'vnate, Washligtoit. D.C.:

Oi behalf of the ('ity of Philadelphia and Its 2 million inhlabitants I desire to
testify in Support of legislation to provide health benefits to aged through
social security system. ('ontributory social Insurance Is far superior to State-
Federal icans test 1II(1 ronl(h, Blue Cross hearings in Pennsylvaliau lave (1ill-
onstrated serious health problems of the aged. Social security approach Is ikin
to Insurance while the means test approach tends to lauperize recipients.
Since I do not wish to delay committee's work, I will gladly forgo preseniing
my view personally hut wish to be oil record reglrnlig tie urgent need for
adding health benefits to the OASI)I system at this sessIon of 1 congress.

)AvN'l hIllotiil,
(ity S'oljvltor of flh ilald'lph iii.
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WASIJINGTON. D.C., June 29, 1960.
1l. HARRY F. BYIRI,
Citairinan, Committee on Fitanice,
U.S. 801atC, 1'aslhitoi, D.C.:

The National Consumers League has long supported the establishment of a
system of health benefits for the aged under the social security law. We have
studied many alternative proposals over the years and have concluded that tlre
if; no 110ore effective, economical, and dignified way of providing our elder citi-
Zenls with th lualth care they so desperately need. The approach taken in the
bill passed recently by the House of Representatives utilizing a means test under
a lederal-State Public assistance program is inadequate and does not solve the
problem. Because we feel so strongly that it is urgent for the Senate to act
during the current session we would like very much to testify in detail on our
views before your committee. But recognizing the need for brief hearing to
enable the Senate to act before adjournment, we are taking this means of pre-
senting in capsule form for the committee's consideration our strong views in
support of a contributory health insurance program for the aged under the
Social Security System. We urge your conunittee to act in support of the simple
and democratic solution of the health needs of our elder citizens. Please in-
elude this telegram in the record of the hearing.

VERA 'MAYER,
Gen eral Secretary, National Con sumers Lcague.

WASIIINGTON, I).C., JunC 29, 1960.
11011. H .ARMu' F.oon BYRD,
h'uom 2227. .Ynw ('iitatC Office Buildihg,
ll'asuhintgton, D.C!.:

()n behalf of the members of the American Bakery & Confectionery Workers'
International nIlion, AFI-CIO, we urge most strongly that the Senate Finance
committee e approve legislation calling for medical care benefits for the aged
within the Social Security System as being tlme most reasonable, effective, and
practical way of dealing with an extremely l)ressing problem facing tile senior
citizens of our Nation. By the same token we are most emphatically opposed to
any l)roposal which demands a means test.

J)ANIEL 1. CONWAY.
International President,

Aincrican, Bakery & Confection ery Wl7orkers Intern national Union.

NEW YORK, N.Y., June 29, 1960.
1101l. HARRY FLOOD BYRD,
Chairman, Senate Finance Conin ittcc,
Room 2227, New Senate Offlee Building, Washington, D.C.:

Ol) behalf of more than a quarter of million members of the Anmerican Federa-
tion of Musicians, may I urge favorable consideration 1)y you and your coi-
mittee colleagues of legislation now before you that. would provide medical care
benefits for the aged within the social security system. We are opposed to
means test l)rovisions as proposed.

I1ERMAN KENIN.
President, .1 ncricon. Federation of Iusicians, AFL--C 0.

WASHINGTON', D.C., June 29,1960.
1Ion. HxmRv Froon BYRD,
Chairman, Seniate Finance Connittee, Room 2227, New Selate Offlee Building,

1ash ington, D.C.:
Urge support. of medical care benefits for aged through social security system.

Use of a means test must be avoided and principle of health benefits through
social insurance nmintailed. Recommend that bill (S. 3503) introduced by
Senator McNamara be reported out of committee.

ARNOLD S. ZANDER,
International President, American Federation of State, County & Mu-

nicipal Employees.
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NEW YORK, N.Y., June 29, 1960.
Hon. HARRY F. BYRD,
Chairman, Senate Finance Committee,
Senate Office Building, Washington, D.C.:

We should like to testify in support of legislation to provide health benefits
to aged through social security system contributory social Insurance superior
to State-Federal means test approach period but we do not want to delay com-
mittee's work so we will forgo presenting our views personally and wish to be
on record regarding urgent need for adding health benefits to OASI system at
this session of Congress.

COUNCIL OF TIlE GOLDEN RING CLUBS
OF SENIOR CITIZENS,

ADOLPIH HELD, Chairman.

DETROIT, MIeIno., Jitme 29, 1960.
Senator HARRY BYRD,
Chairman, Senate Finance Coininittce,
Room 2227, New Senate Office Building,
Washington, D.C.:

In view of the fact that hearings on H.R. 12580 are scheduled for only June
29 and 30 and because of the short time remaining to the Congress, I do not be-
lieve it is necessary for me to appear in person to testify. I would however
like to have the views of the International Union, United Automobile, Aircraft &
Agricultural Implement Workers of America, on health insurance for the aged
recorded as follows: We believe that the subject has been thoroughly studied
and the Issues thoroughly debated. Out of all this public discussion one con-
clusion remains clear-financing of hospital and medical is the most pressing
problem for millions of America's older citizens. Our own experience with
over 100,000 living retired UAW workers confirms this. We believe the problem
is an urgent one and that congressional action is needed in this legislative ses-
sion. We urge you to reject any Federal-State or means test approach as the
basic solution to providing health care to the aged. Such programs will not
meet the problem, are fiscally Impractical, and would undermine the dignity of
the hard-pressed aged. We strongly urge that you adopt a measure based on
use of the social insurance system to provide benefits as a matter of right on an
actuarially sound and feasible basis.

WALTER P. REUTHER,
President, International Union, United Automobile, Aircraft & Agricul-

tural Implement Workers of America.

TRENTON, N.J., June 28,1960.
Hon. HARRY BYRD,
Chairinan, Scnate Finance Coininittee,
Senate Office Building, Washington, D.C.

DEAR SENATOR BYRD: We respectfully urge you to support the Mills bill title
XVI, H.R. 12580 as adopted by the House of Representatives on June 23 and to
disapprove any amendments that might be offered which will place old-age med-
ical care within the realm of social security.

Very truly yours,
JOHN J. DEnUS, R.P.,

_MPA Secretary.

RALEIGH, N.C., June 29, 1960.
The SENATE FINANCE COMMITTEE,
New Senate Office Bitilding, Washington, D.C:

Tile officers and members of the North Carolina State AFL-CIO respectfully
request and urge you to adopt a medical care program with benefits for the aged
within the social security system. The program proposed by the administration
Is unrealistic, unworkable, and absolutely not in the best interest of anyone but
tile large insurance companies. The helpless aged people of Aluerica are look-
ing to you for help. Please do not desert them by favoring the rich insurance
carriers.

W. If. BARIPEE,
President North Carolina State AFL-CIO.
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(Cltl('.;o, Ii.I... .Juii .?9, 19110.
SENATE FI N.ANXE COMMITTEEE ,
Ne .elate 0/ f'ee l ihBildng, Wash inyton. D.C.:

'T'i1(' tlOlsalds of lIelliber of 1ily organization urge your (Olllllittie adopt

medical care enefits for aged within the social security system, we oppose the
Imleahis-test legislat ion.

JESSE CLARK,
President, Brothcrhood of Railroad Signalmen.

WASlIIN(TON, D.C., ,]lic 29, 1960.

SEN ATE FINANCE (COMMITTEE.
.Vci" Senatc O/flee Building, 1l'ash insguo, D.C.:

'I'he 'Tobacco Workers International Union and its membership) urge your
(.oIlIlittee to adopt medical (care benefits for aged within social security system.
We oppose lmlealls-test legislation.

JOHN O'HARE.
President.

It. J. PETREE,
,(,erP't(rll- 're(.('rci, obaPbueo W1ork'rs International Union AFL-CIO.

BOSTON, MASS., June0 29, 19110.
Senator HARRY F. BYRD,
Chairmanl, Senutte I,'inatnce Committee,
Neut cnatc O/lIce Building, Wash ington, D.C.:

Tile Massachusetts State labor council is genuinely (on(erled about the need
for at nledial care program for the aged Integrated with tile social security sys-
tem. In our opinion, the legislation enacted by the House Is most inadequate and
impractical it would turn tile needy over to the gree(ly. Strongly urge that your
(oinmittee speedily approve a medcl(al benefit for the aged program its part of

-- TIvok ocial security system.
KENNETIH J. KELLEY,

$eercturiT'rc~usurcr, Massaueic8tt8 tate La bor Council.

WASHINGTON, D.C., June 29, 19110.
Senator HARRY BYRD,
chairman , Scnate Finance Committcc,
New Senate Offlce Building, l'a8llinglon, D.C.:

In bellalf of tile International Association of Machinists I respectfully urge
your committee to adopt a medical care program for the aged within tile struc-
ture of the present social security system. We are unalterably opposed to the
ileans-test legislation adopted by the House of Representatives.

A. J. HAYES,
International President.

WASHINGTON, D.C., June 29, 1960.
SENATE FINANCE COMMITTEE,
Ncw Scnate Offce Building, Washington, D.C.:

We earnestly request your consideration of pending social security legislation
before your collittee on behalf of tile aged. We feel means-test legislation is
most inadequate and will be detrimental Ill providing care needed by our elderly
(.itizens. We urge your committee's approval to provide medl(al (are bellefits
within social security system.

THIOMAS F. MuRPHY.
Secretary, Bricklayers, Mlasos f Plasterers International Union of .A merica.
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MARINETTE, Wis., June 29,1960.
SENATE FINANCE COMMITTEE,

New Senate Office Building, Washington, D.C.
HONORABLE GENTLEMEN: The International Glove Workers Union of America

is asking your support in adopting a medical care benefits for the aged within
the social security system.

J0SEPH GOODFELLOW,.
President, International Glove Workers Union, America.

INDIANAPOLIS, IND., June 29, 1960.

SENATE FINANCE COMMITTEE,
New Senate Office Building, Washington, D.C.:

On behalf of the 325,000 members of the Indiana State AFL-CIO, we urge com-
mittee adopt medical care benefits for aged within social security system and we
oppose means-test legislation.

DALLAS SELLS,
President Indiana State AFL-CIO.

MAX F. WRIGH,
Secretaxy-Treaeurer, Indiana State AFL-CIO.

NASHUA, N.H., June 29, 1960.
SENATE FINANCE COMMITTEE,
New Senate Oflee Building, Washington, D.C.:

Urge committee adopt medical care benefits for aged within social security
system and oppose means-test legislation.

THOMAS J. PITARYS,
President, New Hanpsh ire State AFL-CIO.

WASIHNGTON, D.C., June 29, 1960.
SENATE FINANCE COMMITTEE,
New Senate Offlee Building, Washington, D.C.:

The Pattern Makers League of North America urges you to work and vote for
medical care benefits for the aged within the framework and principles of the
social security system. We urge you to oppose patently unfair and unrealistic
means-test legislation.

Respectfully.
G. HALLSTROM, General President.

OMAHA, NEBR., June 29, 1960.
SENATE FINANCE COMMITTEE,
New Senate Offiee Building, Washington, D.C.:

We urgently request adoption medical care benefits for aged within social
security system and oppose means-test legislation.

R. W. NISLEY,

President, Nebraska State AFL-CIO.

CLEVELAND, Oiiio, June 29, 1960.

SENATE FINANCE COMMITTEE,
New Senate Office Building, Washington, D.C.:

On behalf of Brotherhood of Locomotive Firemen & Enginemen which I repre-
sent as its president I cannot urge your honorable committee too strongly to
adopt medical care benefits for aged within social security system. I am opposed
to the means-test legislation.

II. E. GILBERT.

58387-60-23
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MILWAUKEE, WIs, June 29, 1960.
SENATE FINANCE COMMITTEE,
New Senate Office Building, Washington, D.C.:

We urge the Finance Committee to act favorably on legislation to provide
medical care for our aged. These people are the victims of tine and are left
stranded In a sea of high economy. We further urge that the committee place
the responsibility of administering the welfare of our aged under the social
security system and not to subject them to pauperism by submitting to a mean s
test.

GEORGE A. HABERMAN,
President, lViscon8in State AFL-CIO.

GEORGE W. HALL,
Secretary-Treasurer, Wilscons in State AFL-CIO.

OKLAHOMA CITY, OKLA., June 29, 1960.
SENATE FINANCE COMMITTEE,
New Senate Office Building,
Washington, D.C.:

Respectfully urge committee adopt medical care benefits for aged within
social security system and oppose means test legislation.

J. J. CALDWELL,
Secretary-Treasurer, Oklahoma AFL-CIO.

CINCINNATI, OHIo, June 29, 1960.
SENATE FINANCE COMMITTEE,
New Senate Office Building,
Washington, D.C.:

On behalf of the 65,000 members of the International Union of United Brewery,
Flour, Cereal, Soft Drink, and Distillery Workers of America, we urge the
members of your committee to support and adopt the medical care benefits for
the aged within the social security system.

JOSEPH E. BRADY,
Director of Legislation.

HIGHLAND PARK, MICH., June 29, 1960.
SENATE FINANCE COMMITTEE,
New Senate Office Building,
Washington, D.C.:

Respectfully request your committee adopt program providing medical care
benefits for aged within social security system. Two hundred thousand main-
tenance-of-way employees and their families favor this method of caring for
our older people. The means test proposal is wholly Inadequate.

HAROLD C. COm,
President, Brotherhood of Maintenance-of-Way Employees.

KANSAS CITY, Mo., June 29, 1960.
SENATE FINANCE COMMITTEE,
New Senate Office Building,
Washington, D.C.:

In behalf of my organization, the Brotherhood of Railway Car Men of America,
request your committee adopt medical care benefits for the aged with social
security system and oppose means test legislation. Your consideration will be,
greatly appreciated.

A. J. BERNHARDT, General President.
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ALBANY, N.Y., June 29, 1960.
SENATE FINANCE COMMITTEE,
U.S. Senate,
Washington, D.C.

GENTLEMEN -We vigorously support the concept of medical care for the aged
under the social security system and urge your committee to include provisions
of this sort in a bill reported out to the Senate.

No single piece of legislation is viewed with greater urgency by the 140,000
members of.thisunion. This has been demonstrated In thousands of signatures
to Forand bill petitions sent through this office to the Congress.

This concept is fully in keeping with the American tradition of Government
accepting responsibility where private sectors of our economy have been unable
to cope with a pressing human need. We have had firsthand experience attempt-
ing to negotiate aged health care insurance into our union group plans. The
cost is so prohibitive that our raising this issue has only served to arouse bitter
employer opposition. Obviously this need can only be met on an economical basis
through a national program tied into the already tried and proven social security
system.

Under no circumstances would we favor legislation of this type which made
availability of medical care contingent upon a means test. This would be a cruel
indignity to the senior citizens of America who should at least have the medical
care provisions outlined in the Forand bill.

The contents of this message have been read to, and unanimously approved by,
the international executive board of our union now in session at Albany.

PAUL L* PHILLIPs,
Presiden t, Un ited Papermnakers & Paperworkers, AFL-CIO.

TOLEDO, OulIO, Junel 29, 1960.
SENATE FINANCE (OMMITTEE,

New Senate Offee Building,
Washington, D.C.:

The 30,000 members and officers of the American Flint Glass Workers Union
of North America urgently request the members of the Senate Finance Com-
mittee to adopt medical care benefits for aged within social security system.
Strictly opposed to any legislation containing a State Public Assistance program
to retirees who are impoverished.

CHARLES M. SOHEEF, International President.

WINSTON-SALEM, N.C., June 29,1960.SENATE FINANCEE COMMITTEE,

New Sentite Office Building,
Washington, D.C.:

Medical care for aged urgently needed. Urge adoption of social security
system plan without applying means test.

JOHN W. FOSTER, M.D.

UNION CITY, N.J., June 29, 1960.SENATE FINANCE COMMITTEE,

New Senate Offlce Building,
Washington, D.C.:

Our international union at its recently concluded convention called upon
Congress to adopt legislation providing for medical care benefits for aged within
the framework of the social security system. Any departure from this pro-
cedure would result in watered down legislation that would fall far short of
meeting the needs of the aged. This would be particularly true of the intro-
duction of a means test provision that is administratively unsound and humili-
ating in its application. We urge you to pass legislation incorporating the
sound and equitable principle of the Forand Bill.

MORT BRANDENBURG,
General President, Distillery Rectifying Wine and Allied Workers,

International Union of America, Affiliated with the AFL-CIO.
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BANGO , MAINE., June 29, 1960.
SENATE FI NANCE Co-i M ITTEE,
New Senate O1lcc Building,
l1ashington, D.C.:

We strongly urge adoption of medical care for the aged with the social secu-
rity program. We strongly oppose the means test as not necessary.

ALBERT B. CAMIRE,
Prcsident, the Bangor Builders Construction Trade Council.

BANGOR, MAINE, June 29, 1960.
SENATE FINANCE CONIMITTEE,
New Senate Offlce Building,
Washington, D.C.:

Third biennial convention Just concluded adopted a resolution unanimously
urging the Congress to enact legislation to give medical care for the aged without
a means test ani under the social security system.

B. J. DORSKY,
Maine State Federated Labor Council.

BANGOR, MAINE, June 29, 1960.
SENATE FINANCE COMMITTEE,
Neto Senate Office Building,
Washington, D.C.:

Urge you adopt medical care benefits for aged tinder social security program
also urge you oppose means test.

CARPENTERS LOCAL UNION 621.

NEWARK, N.J., June 29, 1960.
SENATE FINANCE COMMITTEE,
Senate Offiee Building, Washington, D.C.:

Urge your committee to adopt legislation providing medical care benefits for
aged within social security system and to oppose means test legislation.

JoEL R. JACOBSON,
President, New Jersey State CO Council 772.

BANGOR MAINE, June 29,1960.
SENATE FINANCE COMMITTEE CHAR MAN,
New Senate Offlee Building, Washington, D.C.:

Our local union urges that the committee adopt a medical care benefit program
for the aged within the social security system. Opposed to the means test.

HDWARnD L. BRALEY,
Business Agent, Local 321, Pliinbers and Fitters.

PIILADELPIIA, PA., June 30, 1960.

Senator HARRY P. BYRD,
Chairman, Senate Finance Committee,
New Senate Office Building, Washington, D.C.:

Respectfully urge committee adopt medical care benefits for aged within
social security system. Pauper test legislation on this subject a disgrace.

ANDREW JANASKIE,

General President, American Federation of Hosiery Workers.

BALTIMORE, MD., June 30. 1960.
SENATE FINANCE COMMI'TIEE,
New Senate Offlec Building, Washington, D.C.:

Urge your committee adopt medical care benefits for our senior citizens within
our social security system and oppose means test legislation.

W. F. STRONG,

President, Maryland State and District of Columbia AFL-CIO.
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INDIANAPOLTS, IND., June 80, 1960.
SENATE FINANCE COMMITTEE,
New Senate Offiee Building, Wash ington, D.C.:

On behalf of our more than 110,000 members and their families we urge your
committee act favorably on adoption of medical care benefits for aged within
the social security system and oppose the means test.

INTERNATIONAL TYPOGRAPHICAL UNION,
ELMER BROWN, President,
JOHN PILCH, First Vice President,
A. BEVIS, Second Vice President,
JOE BAILEY, Third Vice President,
WILLIAM R. CLOUD, Secretary-Treasurer.

WASHINGTON, D.C., June 30, 1960.
U.S. SENATE FINANCE COMMITTEE,
New Senate Office Building,
Washington, D.C.:

On behalf of the 220,000 members of our brotherhood, It is strongly urged your
committee adopt medical care benefits for aged within social security system.
Also I respectfully urge committee to oppose means test legislation.

L. M. f-AFTERY,
General President, Brotherhood of Painter8, Decorators,

and Paperhangers of America.

PRESSMEN'S HoME, TENN., June 9,1960.
CHAIRMAN, SENATE FINANCE COMMITTEE,
New Senate Office Building,
Washington, D.C.:

The membership of the International Printing Pressmen and Assistants Union
of North America wishes to be recorded in favor of adoption of medical
care benefits for aged within social security system. We strongly oppose the
means test legislation.

A. J. DE ANDRADE, President,
GEORGE L. GOOGE, Secretary-Treasury.

INDIANAPOLIS, IND., June 30, 1960.
SENATE FINANCE COMMITTEE,
Room 2227, New Senate Offlce Building,
Washington, D.C.:

On behalf of this entire organization of more than 100,000, we urge you to
use your influence to adopt medical care benefits for aged within social
security system and oppose means test legislation.

W. C. BIRTHRIGHT,
General President, Secretary-Treasurer,

Journeymen. Barbers, Hairdressers, Ete, International Union.

SPRINOFIELD, ILL., June 29,1960.
SENATE FNANCE COMMITTEE,
Room 2227, New Senate Offlce Building,
Washington, D.C.:

Aged citizens of Illinois are urgently and desperately in need of generous
medical care benefits. In behalf of 1,250,000 members of our State AFL-CIO, I
am urging the Senate Finance Committee to oppose the hodgepodge means test
proposal and give our senior citizens effective medical care within the social
security system.

R. G. SODERSTROM,
President, Illinois State Federation of Labor & Congress

of Industrial Organizations.
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SALT LAKE CITY, UTAII., Ju ne 29, 1960.
SENATE FINANCE COMMITEE,
Room 2227, New Senate Office Building,
Washington, D.C.:

In behalf of the retired senior citizens in Utah we respectfully urge your com-
mittee adopt medical care program for the aged within the framework of the
social security system. We strenuously oppose the means test as a basis for
medical care benefits.

JOHN R. SCHONE,
President, Utah State AFL-.CIO.

NEW YoRK, N.Y., June 29, 1960.
SENATE FINANCE COMMITTEE,
Room 2227, New Senate O01ce Building,
W1ashington, D.C.:

Strongly urge, on behalf of our union, adoption of medical care benefit within
social security system. No means test should be provided for.

ALEX ROSE,
President Unitcd Hatters Cap d- Millinery Workers International Union.

NEW YORI, N.Y., June 29, 1960.
SENATE FINANCE CO11MfITTEE,
Room 2227, New Senate Office Building,
Washington, D.C.:

Strongly urge enactment of medical care benefit legislation within social secu-
rity program to meet desperate need of 16 million American senior citizens.
Proposed means test would work great hardship on those needing help.

MILTON GORDON,
Seorctary-Treasu rer, International Union of

Doll d Toy Workers of the United States & Canada, AFL-CIO.

ST. ALBANS, VT., June 29, 1960.
SENATE FINANCE COMMITTEE,
Room 2227, New Seonate Office Building,
Washington, D.C.:

The Vermont Labor Council and its affiliated members urge you to adopt med-
ical care benefits for aged within social security system. Oppose means test
legislation.

VERMONT LABOR COUNCIL, AFL-CIO,
JAMES R. CROSS,
Secretary-Treasurer.

BIRMINGHAM, ALA., June 29, 1960.
SENATE FINANCE COMMITTEE,
Room 2227, New Senatc Offiee Building,
Washington, D.C.:

Urge you adopt medical care benefits for aged within social security system to
provide adequate health insurance, and oppose means test legislation which
would only be inadequate public relief for fewer people.

BARNEY WEEKS,

President, Alabana Labor Council.

KANSAS CITY, Mo., June 29,1960.
SENATE FINANCE COMMITTEE,
Room 2227, New Senate Office Building,
Washington, D.C.:

On behalf of 150,000 members of the International Brotherhood of Boiler-
makers, Iron Shipbuilders, Blacksmiths, Forgers & Helpers, who have by every
means of communication available to this office expressed their personal desires
with reference to any social security legislation, I earnestly urge that your corn-
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mittee adopt plan for medical care benefits for tile aged within the social security
system. Our organization and our members are especially opposed to any type
of means test legislation. Your favorable consideration will be sincerely ap-
preciated.

WILLIAM A. CALVIN,
President, International Brotherhood of Boilcrniakers, Iron Ship-

builders, Blacksmiths, Forgers d Helpers.

JACKSON, Miss., June 29,1960.
SENATE FINANCE COMMITTEE,
Room 2227, Senate Offiee Building,
Washington, D.C.:

Sincerely request that you adopt care legislation within social security sys-
tem. The bill as adopted by House of Representatives does not fill tile need for
our aged people in this State.

CLAUDE RAMSEY,
President, Mississippi Labor Council, AFL-CIO.

HARRISBURG, PA., June 29,1960.
SENATE FINANCE COMMITTEE,
Room 2287, New Senate Offlee Building,
Washington, D.C.:

By reason of the recent Pennsylvania AFL-CIO convention action, please be
advised that over 2,400 delegates unanimously endorsed by resolution action
medical care benefits for aged within the present social security system and
opposed any means test qualifications for participation. Therefore, on behalf of
over 1 million union members, I urge the Senate Finance Committee to adopt
medical care benefits for aged within the present social security system.

HARRY BOYER,
Copresident, Pennsylvania AFL-CIO.

NEW YORK, N.Y., June 29, 1960.
SENATE FINANCE COMMITTEE,
Room 2227, New Senate Offlee Building,
Washington, D.C.:

On behalf of the National Maritime Union. AFL-CIO, I herewith urge the
Finance Committee to adopt medical care benefits for aged within social security
system and strongly oppose means test legislation.

JOSEPH CURRAN,
President, National Maritime Union.

CHICAGO, ILL., June 29,1960.
SENATE FINANCE COMMITTEE,
New Senate Office Building,
Washington, D.C.:

On behalf of the Illinois State Federation of Labor and Congress of Industrial
Organizations urge your committee to adopt medical care benefits for aged with-
in social security system. Oppose means test legislation.

MAURICE F. MCELLIGOTT,
Seoretary-Treasurer, Illinois State Federation of Labor

and Congress of Industrial Organizations,

WASHINGTON, D.C., Jine 29, 1960.
SENATE FINANCE COMMITTEE,
New Senate O/ice Building,
Washington, D.C.:

On behalf of the Communications Workers of America, I respectfully urge the
committee to adopt medical care benefits for the aged within the social security
system and that you oppose any means test to qualify for benefits.

J. A. BEIRNE,
President, Communiceations Workers of America.
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P[1ILADEPITIIA, PA., June 29, 1960.
l1on. hIAlEY F. RIya.
Senate lintee ('onint ittec,
New Sentate Oflice Builing, W1ash in toni, 1).C.:

Respectfully urge upon your committee the soundness and necessity of ap-
proving legislation medical care benefits for the aged placing It firmly within
social security systein and paid for by the beneficiaries and avoldingt any means
test. As one of the organizatiots that has loneered in the field of provision for
the fast increasing of aged proportion of our population we are sure that these
I)rlncilIes as well as the need are imperative.

SAL B. IIOFFMAN,
I'rcsiden t.

ARTIIURI G. McIDOWELL,
Director, Cirie and Gorcrnment Affairs, Upholsterers' Internationial.

WASHINGTON, D.C., Juic 29, 1960.
SENATE FINANCE COMMITTEE,
New Setnate Ofice Bilding,
Washington, D.C.:

The Operative 'lasterers' and Cement Masons' International Association urges
your committee to adopt legislation providing for medical care benefits for the
aged within the social security plan. We strongly oppose means test legislation.

EDWARD J. LEONARD,
General President, Operative Plasterers' and Cement Masons' Inter-

national Association.

P11OENIX, ARiz., June 29, 1960.
SENATE FINANCE COMMITTEE,
New Scnate Office Building, Washin ton, D.C.:

The Arizona State AFL-CIO urges the Senate Finance Committee to adopt
medical care benefits for aged within social security system. We must meet
the needs of our senior citizens.

K. S. BROWN,
Arizona State AFL-CIO.

DENVER, COLO., June 29, 1960.
SENATE FINANCE COMMITTEE,
New Senate Office Building, Vashingtonm, D.C.:

Respectfully urge your support for medical care proposal to assure adequate
health care for our senior citizens within the framework of the social security
system. Our Nation cannot afford to force our oldsters to subject themselves
to a means tent in order to qualify for medical aid. Your support will be
appreciated.

GEORGE A. CAVENDER,
President.

A. TOFFOLI,
Seoretary-Treasurer, Colorado Labor Council AFL-CIO.

PORTLAND, OREG., June 29, 1960.
SENATE FINANCE COMMITTEE,
New Senate Office Building, Washington, D.C.:

Urge your committee recommend medical care benefits for aged within social
security system and not apply the means test. Many States unable or un-
willing to share medical expenses.

J. T. MARRY,
Executive Sccretray, Oregon AFL-CIO.
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BoIsE, IDAIIO, June 29, 1960.
HARRY F. BYRD,
Chairman, Senate Finance Committee,
Senate Office Building, Washington, D.C.:

Urge you adopt legislation providing for medical care benefits for aged within
social security system.

IDAHO STATE AFL-CIO,
DARRELL H. DORMAN,

President.
ALBERT BEATTY,

Secret ry.Treasurer.

CINCINNATI, OHIo, June 29,. 1960.
SENATE FINANCE COMMITTEE,
New Senate Offlce Building, Wa:&hington, D.C.:

The members of the International Molders and Foundry Workers Union
believe it would be wonderful for the older people of this Nation if the com-
mittee were to adopt medical care benefits for aged within social security
system and we urge the members of the Senate Finance Committee to support
this legislation.

CHESTER A. SAMPLE,
President.

MILWAUKEE, WIS., .Junc 29, 1960.
SENATE FINANCE COMMITrTFE,

iVew Senate Office Building, W1ashington, D.C.:
On behalf of the Allied Industrial Workers of America, AFL-CIO, I wish to

urge your committee to adopt medical care benefits for the aged which are tied
in with the social security system. Now is not the time to turn back the clock
by enactment of means test legislation. We do ourselves a disservice when we
propose to degrade our senior citizens In this fashion. While our organization
does not expect Congress to enact a measure which will resolve all the aspects
of this problem in one fell swoop, we do look to Congress for a sound start
toward a solution. This can only be done, in our opinion, by providing benefit
right. In other words, benefits must be earned and received on much the same
basis as old-age, survivors, and disability benefits. We respectfully urge your
support for such a measure.

CARl, W. GRIEPENTROO,
President, International Union Allied Industrial Workers of Amnerica,

AFL-CIO.

WASHINGTON, D.C., J.1ue 29, 1960.
SENATE FINANCE COMMITTEE,
New Senate Office Building, Washington, D.C.:

We most earnestly endorse and urge the adoption of medical care benefits for
the aged within the social security system. However, we oppose the means test
legislation and trust the committee will see fit to support our plea.

GEORGE L. WARFEL,
President, the National Association of Special Delivery Messengers.

WASHINGTON, D.C., June 29, 1960.
SENATE FINANCE COMMITTEE,
New Senate Office Building, Washington, D.C.:

The membership of the Amalgamated Association of Street, Electric Railway,
and Motor Coach Employees of America urge the Senate Finance Committee to
adopt medical care benefits for aged within the social security system and oppose
means test legislation.

0. J. MISCHo, International Secretary-Treasurer.
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HELENA, MONT., June 29, 1960.SENATE FINANCE COMMITTEE,

New Senate Office Building, Washington, D.C.:
Montana labor respectfully requests your committee adopt medical care bene-

fits for aged within social security system and we oppose means test legislation.
JAMES S. UMBER,

President, Montana State AFL-CIO.

COLUMBUS, OHIO, June 29, 1960.
SENATE FINANCE COMMITTEE,
New Senate Office Building, Washington, D.C.:

The recent Ohio AFL-CIO convention passed unanimously a resolution call-
ing for passage of Forand-type legislation in the field of health care. Our 1
million members are thoroughly convinced that the only sound approach to health
care for retired persons 65 and over Is through the social security system with
universal coverage as opposed to the ways and means approach of matching
Federal grants to participating States and coverage based on need.

ELMER, F. COPE,
Secretary-Treasury, Ohio AFL-CIO.

ALBUQUERQUE, N. MEX., June 29, 1960.
SENATE FINANCE COMMITTEE,
New Senate Office Building, Washington, D.C.:

The New Mexico State AFL-CIO and all of its affiliated organizations and
members Join the national AFL-CIO and other interested groups in urging your
committee to adopt the most universal economical and dignified approach in
medical care benefits for the aged by use of the social security system as op-
posed to the inequitable means test which would lead to manifold inequities and
whose enforcement inevitably involves an affront to the dignity of millions of
older people.

JA'MEs A. PRICE,
President,

TOM E. ROBLES,
Executive Secretary-Treasury, New Mexico State AFL-CIO.

CHICAGO, ILL., June 29, 1960.
SENATE FINANCE COMMITTEE,
New Senate Office Building, Washington, D.C.:

On behalf of 275,000 members of the Building Service Employees Interna-
tional Union we respectfully ask your support of the principles incorporated
In the Forand bill. We strongly support the contributory Insurance principle
for medical care benefits for the aged, and oppose the means test principle.
We believe the present opportunity to amend the social security system should
be used to add a practical and significant program for health care for the aged
as opposed to stopgap legislation.

DAVID SULLIVAN,
General President, Building Service Employees International Union.

CHICAGO, ILL., July 1, 1960.
SENATE FINANCE COMMITTEE,
New Senate Office Building, Washington, D.C.:

On behalf of 700 members represented I urge your committee adopt medical
care benefit legislation for the aged under social security. We are opposed to
the means test legislation. We believe it imperative when people over 65 years
of age have Illness they should not be deprived of hospitalization or medical
aid due to financial reasons. Therefore financial aid through social security
would to a degree relieve the aged peoples medical fears after retirement.

FRED RIEHL,
The American Railway Superv1sor Association, President and General

Chairman SP and PFE Lodge No. 851 and Affiliates, 2545 Carmel
Street, Oakland, Calif.
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CHICAGO, ILL., June 80, 1960.
SENATE FINANCE COMMITTEE,
New Senate Office Building,
Washington, D.C.:

In behalf of American Federation of Teachers respectfully urge Senate
Finance Committee adapt medical care benefits for the aged within social
security system. We advise that we vigorously oppose any means test as part
of this legislation.

CARL J. MEGEL,
President, American Federation of Teachers.

NEW YORK, N.Y., June 29, 1960.
SENATE FINANCE COMMITTEE,
New Senate Offlee Building,
Washington, D.C.:

On behalf of Office Employees International Union AFL-CIO, I urge you to
adopt Forand type medical care benefits for aged within the social security
system. We are in definite opposition to means test legislation.

HOWARD COUGHLIN,
President, Offiee Employes International Union.

CoLumnus, OHIO, June 29,1960.
SENATE FINANCE COMMITTEE,
New Senate Office Building,
Washington, D.C.

GENTLEMEN: We strongly urge your support for legislation that would pro-
vide honorable release from the hazard of medical costs in old age within the
framework of the social security system and to oppose the medical aid plans
proposed by the House Ways and Means Committee that only provides medical
aid through State public assistance programs.

Sincerely yours,
PHIL HANNAH,

President, Ohio AFL-CIO.

CHICAGO, ILL., June 29,1960.
SENATE FINANCE CoMMITTEE,
New Senate .Offlee Building,
Washington, D.C.:

In behalf of membership United Cement, Lime & Gypsum Workers and Inter-
pational union located in 42 States permit me to respectfully urge your com-
mittee adopt medical care benefits for aged within social security system and
oppose means test legislation.

FELIX C. JONES, General President.

CHARESTOiN, W. VA., June 29, 1960.
SENATE FINANCE COMMITTEE,
New Senate Offiee Building, Washington, D.C.:

Respectfully urge the committee to adopt a medical care program for the aged
which will be theirs as a matter of right within the established social security
system. Means test legislation is not, in our opinion, a sound effective approach
to an increasingly serious social problem.

MILES C. STANLEY,President, West Virginia Labor Federation, AFL-CIO.
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NEW YORK, N.Y., June 29, 1960.
SENATE FINANCE' COMMITTEE,
New Senate O1ce Building, Washington, D.C.:

On behalf of the 60,000 members of the International Alliance of Theatrical
Stage Employees I respectfully request that your committee act favorably on
medical care benefits for the aged within social security system and eliminate
the means test requirement.

RICHARD F. WALSH,
International President IATSE d MPMO of United States and Canada.

INDIANAPOLIS, IND., June 29, 1960.
SENATE FINANCE COMMITTEE,
New Senate Office Building, Washington, D.C.:

On behalf of United Brotherhood of Carpenters and Joiners of America, we
urge your committee adopt medical care benefits for aged within social security
system and oppose "means test" legislation.

M. A. HUTCIESON,
General President.

WASHINGTON, D.C., June 29, 1960.'
SENATE FINANCE COMMITTEE,
New Senate Office Building, Washington, D.C.:

Respectfully urge committee report favorable medical care for aged under
social security and reject means test.

JAMES A. CAMPBELL,
National President American Federation of Government Employees.

WASHINGTON, D.C., June 29, 1960.
SENATE FINANCE COMMITTEE,
New Senate Office Building,
Washington, D.C.:

International Brotherhood of Bookbinders Union, in behalf of its 65,000 mem-
bers, urges committee to adopt a medical care benefits for aged bill within
framework of social security system without any ability-to-pay test.

JOSEPH )ENNY,
President.

WESLEY A. TAYLOR,
Seoretary-Treasurer.

ST. PAUL, MINN., June 29, 1960.
SENATE FINANCE COMMITTEE,
New Senate Offlce Building,
Washington, D.C.:

The Minnesota AFL-CIO Federation of Labor, representing 175,000 affiliates,
respectfully -urge you to adopt medical care benefits for the aged within the
social security system and we are definitely opposed to pauper's oath method
of establishing eligibility.

R. A, OLSEN,
President.

R. E. HESS,
Executive Vice President.
NEIL C. SIERBURNE,

Secretary-Treasurer.

CH ICAGO, ILL., June 29, 1960.
SENATE FINANCE COMMITTEE,
New Senate Offle Building,
Washington, D.C.:

In behalf of our membership (8,000), I urge that your committee adopt
medical care benefits for the aged within the social security system, as all of
our people are opposed to the means test legislation. Our people feel that it is
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imperative when a person beyond the age of 65 Is confronted with an illness
there should not )e any financial worry attached as to medical and hospitali-
zation security. Handling this question through social security will at least
relieve one of the niany financial worries that the majority of our people will
have when retirement age arrives.

J. P. TAHNEY,
Grand President, Anierican Railvay Supervisors Association.

STATEMENT OF THE AMERICAN PUBLIC WELFARE AssocL&Tiox

This statement presents the views of the American Public Welfare Associa-
tion on H.R. 12580. the Social Security Amendments of 1960, as passed by the
House of Representatives.

The American Public Welfare Association is the only national organization
of local and State public welfare departments and of individuals engaged In pub-
lic welfare at all levels of government. Its membership includes Federal, State,
and local welfare administrators, board members and welfare workers from
every jurisdiction. As the result of the discussions in our councils, committees
ard conferences, our board of directors of 27 persons, representing all parts
of the country, adopts official policy positions on issues of current significance.
These policy positions govern the association's testimony on proposed legisla-
tion relevant to the field of public welfare.

Over the years the association has supported strongly all sound recommenda-
tions which have advocated broadening and strengthening the social insurance
programs of our country. We have talked many times with the Senate Com-
mittee on Finance about our observations of the social insurance and public
welfare programs and believe that we have unique background for evaluating
the interrelationship of social insurance and public assistance.

COMMENTS ON TITLE XVI

For more than 20 years the association's medical care committee, made up
of persons knowledgeable in health and welfare programs throughout the coun-
try, has studied the medical care problems of needy and low-income individuals
and families and methods of administering and financing medical services re-
quired by them. The medical care committee is fully familiar with the present
extent of medical care programs in public welfare and with the gaps which still
remain. Despite the fact that the association, since its inception almost 30
years ago, has considered as a major responsibility the stimulation and promo-
tion of programs of medical care of adequate quality and quantity in the public
assistance programs, and although there have been very large expenditures
for medical care in these programs, we find that there are gaps and deficiencies
still existing in many States with respect to the provision of medical care for
the needy aged and other needy persons. We do not believe there are more than
15 to 20 States in which needy persons, including the aged, can receive all the
medical care they require with the assistance of public funds. We are in full
agreement with the decision of the House Ways and Means Committee, there-
fore, that there must be action taken to improve the provision of medical care
for aged persons, although we are not in complete agreement with the method
suggested, nor do we believe that the proposal fully meets the need.

H.R. 12580 proposes that a new title XVI, medical services for the aged, be
added to the Social Security Act. We have studied this title with care and
have certain comments which we would like to submit for consideration.

We approve:
1. The prohibition in title XVI against the imposition of residence re-

quiremnents as an eligibility factor In determining eligibility of low-income
aged persons for medical care;

2. The fact that the bill recognizes the broad scope of services needed by
the aged (although we do disagree with the limitations in amount placed
on certain essential services and supplies) ;

3. The requirement that both institutional and noninstitutional services
be provided to the aged. This, we believe, will serve to reduce unnecessary
institutionalization of older persons;

4. The prohibition against an enrollment fee premium or similar charge
to be imposed as a condition of any individual's eligibility for medical benefits
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under the plan. (We believe that there should also be a prohibition against
any deductible or coinsurance feature since this is a needs program and not
an insurance program.)

DOVETAILING TITLE XVI INTO TITLE I

We question whether there is actual need for this new title, even though we
agree with the intent and the provisions we have commented on. Essentially
the program described in title XVI is part of the old-age assistance program
and a number of States are already assisting medically needy aged persons
under title I. We believe that the same ends could be achieved by amending
title I to make clear the intent of Congress that old-age assistance should include
aged persons of low income who are unable to finance their full medical care
requirements. It appears to us, from the viewpoint of economical and sound
administration that this revision of title I would be more satisfactory than
the establishment of a wholly new title. We believe, too, from our observation
of State legislative activities, that most States would find it more possible to
obtain authorization, if needed, to expand services and assistance under title I
than to obtain legislation establishing a new program. As one example we
would point out that Texas would undoubtedly need a constitutional amendment
in order to participate in title XVI.

COMMENTS ON SECTION 602 OF THE BILL

In this connection we would like to comment on section 602 of H.R. 12580
which proposes somewhat more favorable Federal matching for States (an in-
crease in the matching ratio of 5 percent) contingent upon a showing of an
improvement in their old-age assistance medical care program. There are both
inequities and problems in this provision since it would provide no additional
funds in OAA medical care to those States that have, at great State expense
and with very limited Federal matching, financed broad programs of medical
services and supplies for aged persons. These States, of course, could show no
improvement in their medical care programs since they already include all
essential medical requirements. We are in full agreement that the poorer States
need additional hell) but we think that this can be accomplished through further
modifications of the matching formula based upon per capita income in the
States. The improvement grants suggested in section 602 would, in fact, reward
a number of average or high income States that have been backward in meeting
the medical care requirements of their aged persons. Our suggestion that title
XVI be included in title I would do away with this provision and would make
it possible, through an appropriate modification of the matching formula, to
establish a more equitable method of Federal participation for both the higher
and lower income States.

COMMENTS ON SECTION 705 OF TIIE BILL

The association is pleased to note section 705 of H.R. 12580, which would
amend the general provisions of the Social Security Act to require the Secretary
to develop and revise from time to time guides or recommended standards as
to the level, content, and quality of medical care and medical services to be used
in evaluating and improving the public assistance medical care programs, Includ-
ing programs of medical services for the aged. We have long felt that the
Department, through its Bureau of Public Assistance, should provide more
leadership to the States in this connection. We are pleased to see a recom-
mendation of this kind in the recent report of the Advisory Council on Public
Assistance. We would suggest that in addition to this provision there be a
requirement that the Secretary establish a broadly constituted medical advisory
committee, as was also recommended in the report of the Advisory Council on
Public Assistance.

HEALTH INSURANCE FOR OASDI BENEFICIARIES

We believe, however, that even with the changes we have suggested in title
XVI and related portions of H.R. 12580, our country would be far from meet-
ing the health needs of all aged persons. In our opinion this can only be done
through an extension of the old-age, survivors, and disability insurance program
to include health service benefits. We will still need provisions under public



SOCIAL SECURITY AMENDMENTS OF 1960 357

assistance for those persons who do not qualify under OASDI, but we are fully
convinced that the social insurance mechanism is the soundest approach to meet-
ing medical need for the great bulk of aged persons.

The association, as a result of its studies, has included in its Federal legisla-
tive objectives, which are reviewed each year by the association's board of
directors, the following statement:

"Health costs of old-age, survivors, and disability insurance beneficiaries
should be financed through the OASDI program. Arrangements for achieving
this objective should take into account the priority needs of the groups to be
served; availability of facilities, personnel, and services; and protection and en-
couragement of high quality of care, including the organization of health and
related services to effect appropriate utilization of services and facilities."

As this policy statement indicates, we are in full accord with the principle of
amending the OASDI program to Include the financing of certain health bene-
fits for social security beneficiaries. We believe that it is not the wish of the
American people that substantial numbers of our aged citizens be required to
turn to public assistance for help with their medical needs. Whereas cash bene-
fits under the OASDI program in many instances may be sufficient for the Indi-
vidual's average maintenance requirements, it is rare that medical costs of an
unpredictable or large character can be met unless the aged or disabled person
has considerable other income and resources. It has been established that only
a small proportion of aged and disabled people fall into this fortunate group.

We strongly urge, therefore, the establishment of a program of health bene-
fits for social security beneficiaries as part of OASDI. This program, together
with the expansion of OAA to provide better for the medical needs of persons
not eligible under social Insurance or whose needs cannot be fully met in that
way, would give to all aged persons the assurance that they will not have to go
without essential medical care when their working years are over. We subscribe
to the principle of financing the costs of any health insurance benefits to OASDI
beneficiaries through the contributory social insurance program so widely ac-
cepted by the American people. We believe that it is both proper and desirable
for all employers, employees, and the self-employed to finance the costs so that
indii iduals during their working years will build for themselves health insurance
coverage which will meet their needs after retirement. It appears that volun-
tary insurance cannot accomplish this for any large number of persons within
the reasonably near future.

SUPPORT FOR OTHER PROVISIONS IN THE BILL

We should like to comment briefly on some of the social Insurance provisions
in H.R. 12580. It appears to us that the recommendations for change, both
major and minor, are in the right direction. We are particularly pleased with
the removal of the age 50 limitation for disability insurance benefits. We sup-
port strongly, too, the measure which would strengthen the rehabilitation aspects
of the disability program by providing a 12-month period of trial work during
which benefits would be continued for all disabled workers who attempt any
planned rehabilitation rather than limiting this trial work period to those re-
ceiving services under the official Federal-State vocational rehabilitation pro-
gram, as at present.

We support the change in the insured status requirement for retired workers,
the new benefit protection provisions for widows and children, and the extension
of coverage to self-employed physicians and to a number of other groups.

We are pleased to note that the authorization for appropriation for the mater-
nal and child health services program would be increased to $25 million and the
services for crippled children authorization to $25 million. We are disappointed
that the bill proposes that the authorization for appropriation for the child wel-
fare program be increased only to $20 million. Our studies of needs in this pro-
gram indicate that this authorization, too, should be increased to $25 million and
we have previously recommended this to the Congress. The new authorization
for research and demonstration projects in the child welfare services program,
which would permit grants to public and other nonprofit institutions and agen-
cies for this purpose, would meet an existing need for further study in the child
welfare field.
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FznEIAI, LE0ISATIVE OnJEuriviEs, 1960

(Prepared by Committee on Velfare Policy, American Public
Welfare Association)

The American Public Welfare Association believes that the States and their
political subdivisions have the priary responsibility for developing and ad-
ininistering effective public welfare services in the United States. The Federal
governmentt has the obligation to develop nationwide goals and to use its
constitutional taxing power to equalize the financing of public welfare so that
pulilic welfare services may be available on a reasonably equitable basis
throughout the country. The States, their political subdivisions, and the Fed-
eral Government, in cooperation, must provide the leadership and the profes-
sional and telnical personnel to carry out these obligations. The association's
legislative objectives are based on these premises and on the recognition of
the Importance of preserving and strengthening family life, encouraging self-
res)onsibility, and assuring humanitarian concern for individuals and families.

To accomplish these purposes the association believes that:
Contributory social Insurance is a preferable governmental method of

protecting individuals and their families against loss of income due to
unemploynment, sickness, disability, death of the family breadwilnner, and
retirement in ol age,

Public welfare programs should provide effective services to all who
require them including financial assistance and preventive, protective,
and rehabilitative services, and these services should be available to all
persons without regard to residence, settlement, or citizenship requirements;

The benefits of modern medical science should be available to all; and
to the extent that individuals cannot s(,cure them for themselves govern-
mental or other social measures should assure their availability;

Democracy has a special obligation to assure to all the Nation's children
full and equitable opportunity for family life, healthy growth, and maxi-
mum utilization of their potentialities.

These general princildes are amplified in other policy statements approved
by the board of directors of the association. The welfare policy committee
of the association has reviewed all of these statements In the light of current
needs and has developed specific legislative objectives for 1960. While the
following list does not Include all of the association's policy positions, It presents
In (ondensed form those immediate and longer range legislative objectives
which are most likely to be of current significance In iml)roving public welfare
services.

PUBLIC WELFARE PROGRAMS

Scope of programs
1. The comprehensive nature of public welfare responsibility should be recog-

nized through Federal grants-in-aid which will enable the States to provide
not only financial assistance (Including medical care) and other services for
the aged, the blind, the disabled, and dependent children, but also general
assistance and services for all other needy persons.

2. Federal financial aid should be available to assist States in carrying out
public welfare responsibility for preventive, protective, and rehabilitative serv-
ices to all who require them, irrespective of financial need.

The Federal Government should participate financially in State and local
projects which would encourage, extend, or establish programs for self-support,
self-care, or the rehabilitation of persons receiving or likely to need public
assistance.

3. The Federal Government should participate financially only in those assist-
ance and other welfare programs which are available to all persons within
the State who are otherwise eligible without regard to residence, settlement,
or citizenship) requirements.

4. In order to strengthen family life, the aid to dependent children program
should provide Federal aid to the States for any needy child living in the home
(if any relative.

5. Specific provisions should be made for Federal financial participation in
the maintenance of children in foster care.

6. Child welfare services in the Social Security Act should be. broadened In
scope, should specifically include child welfare srevices for the delinquent
child, and the funds authorized and appropriated should be Increased in all
States sufficiently to extend and improve their programs compatible with the



SOCIAL SECURITY AMENDMENTS OF 1960 359

growing child population and the continuing advances in knowledge which
inake more effective services attainable.

Specific provision should be made for Federal financial assistance to States.
to stimulate and support programs for the prevention an(1 control of Juvenile
delinquency. This should include research aind the training of personnel.
7. The category of o1d to the permanently and totally disabled should be

modified by eliminating the Federal restriction requiring a disability to be
permanent and total and by eliminating the age requirement so that all needy
disabled persons may be aided under the program.

8. The Federal Government shouhl participate financially in tile development
of specialized services for the aged, irrespective of financial need.

9. The Federal Government, in cooperation with the States, shoul study
the restriction on Federal financial participation in assistance payments to
adults living in public nonmedical institutions.
Aethods of finaiching programs

10. TILe continuation of the Federal open-end appropriation is essentll to a
sound State-Federal fiscal partnership in all aspects of public assistance.
Since it is not possible to predict accurately the incidence and areas of need,
flexibility, and comprehensiveness are necessary in financing public assistance
programs.

11. Federal financial participation should be on an equalization grant basis-
provided by law and applicable to financial assistance (including medical care)
for all needy persons, welfare services (including child welfare), and ad-
ministration.

12. Any maximums on Federal participation in public assistance (includ-
ing medical care) should continue to be related to the average payment per
recipient and should be increased sufficiently to assure reasonable standards
of maintenance, comprehensive medical care of high quality and appropriate
quantity, and the preservation and strengthening of family life.

Federal participation in aid to dependent children should be increased to
a level which will assure treatment of children equitable with that accorded
other public assistance recipients.

13. There should be no reduction in the overall Federal proportion of assist-
ance and service expenditures unless and until changes in the scope and ade-
quacy of Federal legislation affecting public assistance and social insurance
enable the States to meet needs more effectively.

14. No change should be made in the Federal matching formulas which would
result in a reduction in the Federal share of State and local administrative
costs.

15. Federal aid for public assistance should be on the same basis for Puerto
Rico, the Virgin Islands, and Guam as for other jurisdictions. In particular,
the annual dollar limitations on Federal participation should be removed.

16. The Federal Government should participate financially in the costs of
any State and local civil defense welfare services.

17. Federal legislation should provide funds for American nationals in need
of assistance and other services who are repatriated from abroad.

Administration
18. States should have the option to administer Federal funds for assistance

and services by categories or by a single comprehensive program covering all
needy persons.

19. Adequate and qualified personnel is essential in the administration of
public welfare programs. Federal financial participation in administrative costs
of State welfare programs should be sufficient to enable States to provide for the
adequate administration of all welfare programs.

20. Adequate Federal funds should be authorized on a permanent basis to
assist States in training staff for State and local public welfare programs and
moneys should be appropriated for this purpose.

21. All public welfare programs in which the Federal Government participates
financially should be administered by a single agency at the local, State, and
Federal level.

22. Federal, State, and local public welfare agencies should participate in and
assist in the administrative coordination of all related programs in which there
is Federal financial participation.

23. The administration of the Children's Bureau should be maintained within
the Social Security Administration.

58387-60----24
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SOCIAL INSURANCE PROGRAMS
OASDI

24. The contributory old-age, survivors, and disability insurance program, as
a preferable means of meeting the income-maintenance needs of people and as a
means of keeping the need for public assistance to a minimum, should be
strengthened. Among the needed improvements are: making benefit payments
more adequate, increasing the amount of earnings creditable for contribution
and benefit purposes in line with current conditions, providing benefits for
disabled insured persons of any age and for their dependents, extending coverage
to earners still excluded.

25. Health costs of old-age, survivors, and disability insurance beneficiaries
should be financed through the OASDI program. Arrangements for achieving
this objective should take into account the priority needs of the groups to be
served; availability of facilities, personnel, and services; and protection and
encouragement of high quality of care, including the organization of health and
related services to effect appropriate utilization of services and facilities.

26. The funds of the insurance program should be available to help restore
persons on the OASDI disability rolls to gainful employment since such ex-
penlitures would result in a net saving to the fund and increase the number of
persons rehabilitated.

27. To the extent that changes to improve the OASDI program increase the
cost of the program, contributions should be increased to insure the financial
stability of the program.

28. The membership of the Advisory Council on Social Security Financing,
established by the 1956 amendments, should include representation from public
welfare and its functions should be broadened to include responsibility for recomi-
mending improvements in all aspects of old-age, survivors, and disability in-
surance, with particular emphasis on methods of keeping the program in line
with current economic conditions and with changes in levels of living, and
as a means of keeping the need for public assistance to a minimum.

29. Adequate and qualified personnel are essential in the administration of the
old-age, survivors, and disability insurance program. Federal funds should be
utilized for the professional training of staff in institutions of higher learning.

Unemployment insurance
30. The unemployment Insurance program, as a preferable means of meeting

the income-maintenance needs of unemployed people and as a means of keeping
the need for public assistance to a minimum, should be strengthened. Among
the needed improvements are establishing Federal standards which would assure
more adequate benefit payments Including benefits for dependents; extension of
coverage to earners still excluded; provision for a minimum duration of benefits
and appropriate extension of the duration during any period of extended unem-
ployment; provision for more equitable eligibility conditions; provisions for less
restrictive disqualification requirements; and an increase in the amount of
earnings creditable for contribution and benefit purposes In line with current
conditions.

Other social insurance
31. Study should be given to ways of Improving and extending, on a sound

social Insurance basis, temporary disability Insurance benefits and workmen's
compensation programs, with emphasis on planning for effective medical care and
vocational rehabilitation.

RESEARCH AND DEMONSTRATION PROJECTS

32. Federal funds should be authorized and appropriated for research and
demonstration projects in all aspects of social security and public welfare.
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RELATED PRORAMS

33. The Federal Government should provide leadership, funds, and research
for the promotion of health and the prevention of sickness and disability con-
tributing to dependency. Federal health programs should encourage and enable
State and local health departments to make a more effective contribution to
broad programs of physical restoration. In view of the increasing number of
children and the increasing cost of medical service, the amounts authorized and
appropriated for maternal and child health and crippled children's services in the
Social Security Act should be increased.

34. Public welfare has a responsibility to assure that comprehensive re-
habilitative services are made available to persons who require them. In carry-
ing out this objective, public welfare programs have the responsibility to restore
individuals to self-care and independent living and to strengthen family life.
As part of this responsibility, public welfare agencies are concerned with the
availability of adequate vocational rehabilitation services for individuals who can
benefit from them.

Since many eligible individuals in the United States still are deprived of voca-
tional rehabilitation services, such services should be strengthened so that all
vocationally handicapped persons who present reasonable possibilities of attain-
ing a vocational objective would be served. The vocational rehabilitation pro-
gram also should be strengthened by permitting States to designate the State
agency which can most effectively administer this program.

35. Federal programs should provide more effective aid to help meet the needs
of mentally retarded and other handicapped children.

36. The nonquota entry of foreign-born orphans should be limited to children
who are placed for adoption in the United States with the approval of authorized
social agencies, and to children who are adopted abroad by U.S. citizens residing
in the country where the adoption takes place.

37. The Federal Fair Labor Standards Act should be amended to extend cover-
age and to increase the minimum wage in line with current conditions.

38. Federal programs should provide more effective aid to help meet the needs
of migratory workers and their families.

JUNE, 27, 1960.
Ion. HARRY F. BYRD,

(lhairtnan, Senate Clommittee on. Finance,
New Senate Offce Building,
Washington, D.C.

DEAR MR. CHAIRMAN: I am Informed that on Tuesday, June 28, your commit-
tee will meet in executive session to consider H.R. 12580 and related proposals
amending the Social Security Act.

In this connection I would appreciate your consideration of a bill which I
filed on Wednesday, June 23, which would amend title II of the Social Security
Act and the Internal Revenue Code so as to increase the minimum insurance
benefits payable under such title, to increase the amount of earnings upon
which such benefits are based, to increase the amount of such benefits payable
to widows, widowers, and parents, to increase the amount of earnings permitted
without loss of benefits, and for other purposes. I believe this is a modest, con-
structive and self-sufficient package making needed changes in our social security
system. Enclosed is a copy of the bill, S. 3725, and my remarks in its regard as
they appeare-l in the Congressional Record.

Thank you for your consideration.
Sincerely,

LEvERETT SALTONSTALL,
U.S. Senator.
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IS. 3725, 86th Cong., 2d sess.]
A BILL To amend title II of the Social and Security Act and the Internal Revenue Code

%4o as to increase the minimum insurance benefits payable under such title, to increase
the amount of earnings upon which such benefits are based, to Increase the amount of
such benefits payable to widows, widowers, and parents, to Increase the amount of
earnings permitted without loss of benefits, and for other purposes

Be it enacted by the Senate and Hou8e of Representatives of the United State8
of Ainerica in Con gress assembled, That this Act may be cited as the "Social Se-
curity Amend incts of 1960".

TITLE I-AMENDMENTS TO TITLE II OF T11E SOCIAL SECURITY ACT

INCREASE IN MINIMUM IrENEFTS

SEO. 101. (a) The table In section 215(a) of the Social Security Act is amended
by striking out all the figures In columns I, II, III, IV, and V down to, and includ-
Ing, the line which reads

"13.01 13.48 36.10 37.00 60 67 40 60.00"

and inserting In lieu thereof the following:

13.48 37.00 67 40 $60.00".

(b) The amendments made by subsection (a) shall be applicable only In the
case of monthly benefits under title II of the Social Security Act for months after
the month following the month in which this Act is enacted, and In the case of
lump-suni death payments under such title with respect to deaths occurring after
the month following the month In which this Act is enacted.

INCREASE IN EARNINGS BASE

SEC. 102. (a) (1) Section 209(a) (3) of the Social Security Act is amended
by Inserting "and prior to 1961" after "1958".

(2) Section 209(a) of such Act is further amended by adding at the end
thereof the following new paragraph:

"(4) That part of remuneration which, after remuneration (other than
,uneration referred to in the succeeding subsections of this section) equal

u- $6,000 with respect to employment has been paid to an individual during
any calendar year after 1960, Is paid to such individual during such calen-
dar year ;".

(b) (1) Section 211(b) (1) (C) of such Act is amended by inserting "and prior
to 1961" after "1958", and by striking out "; or" and inserting in lieu thereof";
and".

(2) Section 211(b) (1) of such Act Is further amended by adding at time end
thereof the following new subparagraph:

(D) For any taxable year ending after 1960, (i) $6,000 minus (ii) the
amount of the wages paid to such individual during the taxable year; or".

(c) (1) Section 213(a) (2) (B) (if) of such Act Is amended by striking out
"after 1958" and inserting in lieu therof "after 1958 and before 1961, or $6,00&
in the case of a calendar year ending after 1960".

(2) Section 213(a) (2) (B) (ii1) of such Act is amended by striking out "after
1958" and inserting In lieu thereof "after 1958 and before 1961, or $6,000 in the
case of a taxable year ending after 1960".
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(d) The table in section 215(a) of such Act is amended by striking out all the

figures in columns II, III, IV, and V beginning with, and following, the line which
reads

"$101.50 102. 30
and inserting in lieu thereof the following:

"101.50102. 40

t03. 30
104.30
105.20
106. 10
107.10
108.00

102.30
103.20
104.20
105.10
106.00
107.00
107.90
108.50

315 319 109 254. 00"

315
320
324
329
334
338
343
348
352
357
362
366
371
376
380
385
390
394
399
404
408
413
418
422
427
432
437
441
446
451
455
460
465
469
474
479
483
488
493
497

319
323
328
333
337
342
347
351
356
361
365
370
375
379
384
389
393
398
403
407
412
417
421
426
431
436
440
445
450
454
459
464
468
473
478
482
487
492
496
500

109
110
111
112
113
114
115
116
117
118
119
120
121
122
123
124
125
126
127
128
129
130
131
132
133
134
135
136
137
138
139
140
141
142
143
144
145
146
147
148

255.20
258.40
262. 40'
266.40
269.60
27, 60
277.60
280. 80
284.80
288. 80
292.00
296.00
296.00
296.00
296.00
296.00
296.00
296. 00
296.00
296. 00
296.00
296. 00
296.00
296.00
296. 00
296.00
296.00
290.00
296.00
296.00
296.00
296.00
296.00
296.00
296.00
296. 00
296. 00
296.00
296.00
296. 00"

(e) Section 215(e) (1) of such Act Is amended by striking out "after 1958"
and inserting in lieu thereof "after 1958 and before 1961, and the excess over
$6,000 In the case of any calendar year after 1960".

(f) The amendments made by subsections (a) and (c) (1) shall apply only
with respect to remuneration paid after 1960. The amendments made by sub-
sections (b) and (c) (2) shall apply only with respect to taxable years be-
ginning after 1960. The amendment made by subsection (d) shall apply only
with respect to monthly insurance benefits under title II of the Social Secu-
rity Act for months after the month following the month in which this Act is
enacted, and lump-sum death payments under such title in the case of deaths
occurring after the month following the month in which this Act is enacted.

INCREASE IN WIDOW'S, WIDOWER'S, AND PARENT'S INSURANCE BENEFITS

SEC. 103. (a) Paragraph (2) of subsection (e) of section 202 of such Act is
amended to read as follows:

"(2) Such widow's insurance benefit for each month shall be equal to 85
per centum of the primary insurance amount of her deceased husband."
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(b) Paragraph (3) of subsection (f) of such section is amended to read as
follows:

"(3) Such widower's insurance benefit for each month shall be equal to
85 per centuin of the primary insurance amount of his deceased wife."

(c) Paragraph (2) of subsection (h) of such section is amended to read
as follows:

"(2) (A) Except as provided in subparagraph (B), such Irent's insurance
benefit for each month shall be equal to 85 per centum of the primary insur-
aice amount of such deceased Individual.

"(B) For any month for which more than one parent is entitled to parent's
Insurance benefits on the basis of such deceased Individual's wages and self-
employment income, such benefit for each such parent for such month shall
be e fual to 75 per centumn of the primary insurance amount of such deceased
Individual.

"(C) In any case in which (I) any parent is entitled to a parent's insurance
benefit for a month on the basis of a deceased individual's wages and self-em-
ployment income and (it) another parent of such deceased individual becomes
entitled to a parent's insurance beneiit for such month on the basis of such
wages and self-employment income and on the basis of an application filed
after such month and after the month in which the application of tme parent
referred to In clause (I) was tiled, tme amount of the parent's insurance benefit
of the parent referred to in clause (I) for the month referred to in such clause
shall be 85 per centuma of the primary insurance amount of such ceased in-
dividlua and the amount of the parent's insurance benefit of the parent referred
to in clause (ii) for such month shall be 65 per centum of such primary in-
suraic anounnt."

(d) The amendment made by this section shall apply with respect to monthly
benefits payable under section 202 of the Social Security Act for months after
the month following the month In which this Act is enacted.

SAVINGS PROVISIONS
SEc. 104. Where-

(1) one or more persons were entitled (without the application of section
202(J) (1) of the Social Security Act) to monthly benefits under section
202 of such Act for the month after the month in which this Act is enacted
on the basis of the wages and self-employment income of a deceased
Individual; and

(2) one or more persons are entitled to benefits under section 202 (e),
(f), or (h) of the Social Security Act for any subsequent month on the
basis of such individual's wages and self-employment income; and

(3) no person, other than those persons referred to in paragraph (1) of
this section, is entitled to benefits under such section 202 on the basis of
such individual's wages and self-employment income for such subsequent
month or for any month after the month following the month In which this
Act is enacted and prior to such subsequent month; and

(4) the total of the benefits to which all persons are entitled under see-
tion 202 of the Social Security Act on the basis of such individual's wages
and self-employment income for such subsequent month would, but for this
section, be reduced by reason of the application of section 203(a) of such
Act, as amended by this Act;

then the amount of the benefit to which each such person referred to In para-
graph (1) of this section Is entitled for such subsequent month shall be deter-milled-

(5) in case such person is entitled to benefits under subsection (d) or
(g) of such section 202, as though this Act had not been enacted; or

(6) in case such person is entitled to benefits under subsection (e), (f),
or (h) of such section 202, without regard to any provision of this Act
other than section 103;

except that the provisions of this section shall not apply with respect to any
such person if the amount of the benefit to which he Is entitled Is larger, after
the application of section 203(a), as amended by this Act, without the applica-
tion of this section.
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MAXIMUM FAMILY BENEFITS IN CERTAIN CASES

SEc. 105. (a) Section 203(a)(3) of the Social Security Act is amended-
(1) by striking out "and is not less than $68, then such total of benefits

shall not be reduced to less than the smaller of" and inserting in lieu
thereof ", then such total of benefits shall not be reduced to less than $99.10
if such primary insurance amount is $66, to less than $102.40 if such primary
insurance amount is $07, to less than $106.50 if such primary insurance
amount is $68, or, if such primary insurance amount is higher than $68, to
less than the smaller of"; and

(2) by striking out "the last figure In column V of the table appearing in
section 215(a)" and inserting in lieu thereof "the amount determined under
this subsection without regard to this paragraph, or $200.60, whichever
is larger".

(b) The amendments made by subsection (a) shall apply in the case of monthly
benefits under section 202 or section 223 of the Social Security Act for months
after the month following the month in which this Act is enacted, but only (1)
if the insured Individual on the basis of whose wages and self-employment in-
come such monthly benefits are payable became entitled (without the application
of section 202(J) (1) or section 223(b) of such Act) to benefits under section
202 (a) or section 223 of such Act after the month following the month in which
this Act is enacted, or (2) if such insured individual died before becoming so en-
titled and no person was entitled (without the application of section 202(j) (1)
or section 223(b) of such Act) on the basis of such wages and self-employment
income to monthly benefits under title II of the Social Security Act for the
month following the month in which this Act is enacted or any prior month, or
(3) if such insured Individual was entitled, for the month following the month
in which this Act is enacted, to benefits under section 202(a) or 223 of the
Social Security Act based on a primary insurance amount of more than $108.

RETIREMENT TEST

Sw. 106. (a) So much of section 203 of such Act as follows subsection (a)
thereof is amended to read as follows:

"DEDUCTIONS ON ACCOUNT OF EXCESSIVE EARNINGS

"(b) Deductions, in such amounts and at such time or times as the Secretary
shall determine, shall be made from any payment or payments under this title
to which an individual is entitled and from any payment or payments to which
any other persons are entitled on the basis of such individual's wages and self-
employment income until the total of such deductions equals-

"(1) such individual's benefit or benefits under section 202 for any month,
and

"(2) if such individual was entitled to old-age insurance benefits under sec-
tion 202(a) for such month, the benefit or benefits for such month under sec-
tion 202 of all 'other persons based on such individual's wages- and self-em-
ployment Income,

if in such month such individual (except a child entitled to child's insuranc&
benefits who has attained the age of 18) is under age 72 and if for such month
he is charged with excess earnings, under the provisions of subsection (f) of this-
section, equal to the total of such benefits referred to in clauses (1) and (2) ; ex-
cept that if the excess earnings so charged are less than such total of benefits,
such deductions with respect to such month shall be equal only to the amount of
such excess. If a child who has attained the age of 18 and is entitled to child's
insurance benefits, or a person who is entitled to mother's insurance benefits, is
married to an individual entitled to old-age insurance benefits under section
202(a), such child or such person, as the case may be, shall, for the purposes of-
this subsection and subsection (f), be deemed to be entitled to such benefits on
the basis of the wages and self-employment income of such individual entitled
to old-age insurance benefits. If a deduction has already been made under this
subsection with respect to a person's benefit or benefits under section 202 for a
month, he shall be deemed entitled to payments under such section for such month
for purposes of further deductions under this subsection and charging of other
excess earnings under subsection (f) only to the extent of the total of his benefits-
remaining after such earlier deductions have been made. For purposes of this
subsection and subsection (f)-
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"(A) if an individual's benefit or benefits under subsection (a) would, but
for the penultinmate sentence thereof, be reduced, he shall he deemed to be
entitled to payments under section 202 equal to the amount of such benefit
or benefits for such month which would remain (but for such penultinmate
sentence) after application of subsection (a) ; and

"(B) if a deduction is made with respect to an individual's benefit or
benefits under section 202 because of the occurrence in any month of an
event specified in subsection (c) or (d) of this section or in section 222 (b),
such individual shall not be considered to be entitled to any benefits under
such section 202 for such month.

"DEDUCTIONS ON ACCOUNT OF N'ONCOVERED REMUNERATIVE ACTIVITY OR FAILURE TO
HAVE CHILD IN CARE

"(c) Deductions, in such amounts and at such tine or times as the Secretary
shall determine, shall be made from any payment or payments under this title to
which an individual is entitled, until the total of such deductions equals such
individual's benefit or benefits under section 202 for any month-

"(1) in which such individual is under the age of seventy-two and on
seven or more different calendar days of which he engaged in noncovered
remunerative activity outside the United States: or

"(2) in which such individual, if a wife under age 65 entitled to a wife's
Insurance benefit. (lid not have in her care (individually or jointly with her
husband) a child of her luisband entitled to a child's insurance benefit and
such wife's insurance benefit for such month was not reduced under the
provisions of section 202(q) ; or

"(3) in which such individual, if it widow entitled to a mother's insurance
benefit, (lid not have in her care a child of her deceased husband entitled
to a child's insurance benefit; or

"(4) In which such individual, if a former wife divorced entitled to a
mother's insurance benefit, did not have in her care a child of her deceased
former husband, who (A) Is her son, daughter, or legally adopted child and
(Ti) is entitled to a child's insurance benefit on the basis of the wages and
self-employment income of her deceased husband.

For purposes of paragraphs (2), (3), and (4) of this subsection, a child shall not
be considered to be entitled to it child's insurance benefit for any month In which
an event specified in section 222(b) occurs with respect to such child. No
deduction shall be made under this subsection from any child's insurance benefit
for the month in which the child entitled to such benefit attained the age of 18
or any subsequent nonth.

"DEDUCTIONS FROM DEPENDENTS' BENEFITS BECAUSE OF NONCOVERED REMUNERATIVE
ACTIVITY OF OLD-AGE INSURANCE BENEFICIARY

"(d) (1) Deductions shall be made from any wife's husband's, or child's
insurance benefit, based on the wages and self-employment Income of an individ-
ual entitled to old-age insurance benefits to which a wife, husband, or child is
entitled, until the total of such deductions equals such wife's, husband's, or
child's insurance benefit or benefits under section 202 for any month in which the
individual, on the basis of whose wages and self-employment income such benefit
was payable, is under the age of seventy-two and on seven or more different
calendar days of which lie engaged in noncovered remunerative activity outside
the United States.

"(2) Deductions shall be made from any child's insurance benefit to which
a child who has attained the age of eighteen is entitled or from any mother's
insurance benefit to which a person is entitled, until the total of such deduc-
tions equals such child's insurance benefit or benefits or mother's insurance
benteit or Ienefits under section 20'2 for any month in which such child or
person entitled to mother's insurance benefits is married to an individual
entitled to old-age insurance benefits under section 202(a) who is under the
age of seventy-two and on seven or more different calendar days of which he
engaged in noncovered remunerative activity outside the United States.
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"OCCURRENCE OF MORE THAN ONE EVENT

"(e) If more than one of the events specified in subsections (c) or (d) and
section 222(b) occurs in any one month which would occasion deductions
equal to a benefit for such month, only an amount equal to such benefit shall
be deducted.

"MONTHS TO WIICHI EXCESSIVE EARNINGS ARE CHARGED

"(f) For the purposes of subsection (b)-
"(1) If an individual's earnings for a taxable year are not more

than the product of $100 times the number of months in such year, no
month in such year shall be charged with any excess earnings.

"(2) If an individual's earnings for a taxable year are in excess of
$100 times the number of months in such year, the amount of his excess
earnings (as defined in paragraph (4)) shall be charged to months as fol-
lows: There shall be charged to the first month of such taxable year an
amount of his excess earnings equal to the sum of the payments to which
he and all other persons are entitled for such month under section 202
on the basis of his wages and self-employment income (or the total of his
excess earnings if such excess earnings are less than such sum) and the
balance, if any, of such excess earnings shall be charged to each succeeding
month in such year to the extent, in the case of each such month, of the
sum of the payments to which such individual and all other persons are
entitled for such month under section 202 on the basis of his wages and
self-employment income, until the total of such excess has been so applied.
Notwithstanding the preceding provisions of this paragraph, no part of
the excess earnings of an individual shall be charged to any month (A)
for which such individual was not entitled to a benefit under this title,
(B) in which such individual was age 72 or over, or (C) in which such
individual did not engage in self-employment and did not render services
for wages (determined as provided in paragraph (6) of this subsection)
of more than $100.

"(3) As used in paragraph (2), the term 'first month of such taxable
year' means the earliest month in such year to which the charging of
excess earnings described in such paragraph Is not prohibited by the
application of clause (A), (B), or (0) thereof.

"(4) For purposes of paragraph (2), an individual's excess earnings for
a taxable year shall be the excess of his earnings for such year over $100
multiplied by the number of months in such year, except that of the
first $1,200 of such excess (or all of such excess if it is less than $1,200),
an amount equal to one-half thereof shall not be included.

"(5) For purposes of clause (C) of paragraph (2)-
"(i) An individual will be presumed, with respect to any month, to
have been engaged in self-employment in such month until it is shown
to the satisfaction of the Secretary that such individual rendered no
substantial services in such month with respect to any trade or business
the net income or loss of which is includible In computing (as pro-
vided In paragraph (6) of this subsection) his net earnings or net loss
from self-employment for any taxable year. The Secretary shall by
regulations prescribe the methods and criteria for determining whether
or not an individual has rendered substantial services with respect
to any trade or business.

"(ii) An individual will be presumed, with respect to any month,
to have rendered services for wages (determined as provided in para-
graph (6) of this subsection) of more than $100 until it is shown
to the satisfaction of the Secretary that such individual did not
render such services in such month for more than such amount.

"(6) (A) An individual's earnings for a taxable year shall be (I) the
sum of his wages for services rendered in Such year and his net earnings
from self-employment for such year, minus (i) any net loss from self-
employment for such year.

"(B) In determining an individual's net earnings from self-employment
and his net loss from self-employment for purposes of subparagraph (A)
of this paragraph and paragraph (5), the provisions of section 211, other-
than paragraphs (1), (4), and (5) of subsection (c), shall be applicable;
and any excess of income over deductions resulting from such a computation
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shall be his net earnings from self-employment and any excess of deduc-
tions over income so resulting shall be his net loss from self-employment.

"(C) For purposes of this subsection, an individual's wages shall be
computed without regard to the limitations as to amounts of remuneration
specified in subsections (a), (g) (2), (g) (3), (h) (2), and (j) of section
201); and in making such computation services which do not constitute em-
ployment as defined in section 210, performed within the United States by the
individual as an employee or performed outside the United States in the
active military or naval service of the United States, shall be deemed to be
employment as so defined if the remuneration for such services is not
includible in computing his net earnings or net loss from self-employment.

"(7) For purposes of this subsection, wages (determined as provided
in paragraph (6) (C)) which, according to reports received by the Secretary,
are paid to an individual during a taxable year shall be presumed to have
been paid to him for services performed in such year until it is shown to
the satisfaction of the Secretary that they were paid for services performed
in another taxable year. If such reports with respect to an individual show
his wages for a calendar year, such individual's taxable year shall be pre-
sumed to be a calendar year for purposes of this subsection until it is
shown to the satisfaction of the Secretary that his taxable year is not a
calendar year.

"(8) Where a month is charged with an individual's excess earnings and
the excess earnings so charged are less than the total of the payments (with-
out regard to such charging) to which all persons are entitled under section
202 for such month on the basis of his wages and self-employment income,
the difference between such total and the excess so charged to such month
shall be paid (if it is otherwise payable under this title) to such individual
and other persons in the proportion that the benefit to which each of them
is entitled (without regard to such charging and prior to the application of
section 203(a)) bears to time total of the benefits to which all of them are
entitled (without regard to such charging and prior to the application of
section 203 (a)).

"PENALTY FOR FAILURE TO REPORT CERTAIN EVENTS

"(g) Any individual in receipt of benefits subject to deduction under subsection
(c) (or who is in receipt of such benefits on behalf of another individual),
because of the occurrence of an event specified therein, who fails to report such
occurrence to the Secretary prior to the receipt and acceptance of an insurance
benefit for the second month following the month in which such event occurred,
shall suffer an additional deduction equal to that imposed under subsection (b),
except that the first additional deduction imlposed by this subsection in the
case of any individual shall not exceed an amount equal to one month's benefit
even though the failure to report is with respect to more than one month.

"REPORT OF EARNINGS TO SECRETARY

"(h) (1) (A) If an individual is entitled to any monthly insurance benefit under
section 202 during any taxable year in which he has earnings or wages, as com-
puted pursuant to paragraph (6) of subsection (f), in excess of the product of
$100 times the number of months in such year, such individual (or the individual
who is in receipt of such benefit on his behalf) shall make a report to the Secre-
tary of his earnings (or wages) for such taxable year. Such report shall be
made on or before the fifteenth day of the fourth month following the close of
such year, and shall contain such information and be made in such manner as
the Secretary may by regulations prescribe. Such report need not be made for
any taxable year (I) beginning with or after the month in which such individual
attained the age of 72, or (it) if benefit payments for all months (in such taxable
year) in which such Individual is under age 72 have been suspended under
the provisions of the first sentence of paragraph (3) of this subsection.

"1(B) If the benefit payments of an individual have been suspended for all
months in any taxable year under the provisions of the first sentence of para-
graph (3) of this subsection, no benefit payment shall be made to such indi-
vidual for any such mohth in such taxable year after the expiration of the pe-
riod of three years, three months, and fifteen days following the close of such
taxable year within such period the Individual, or some other person entitled to
benefits under this title on the basis of the same wages and self-employment
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income, files with the Secretary information showing that a benefit for such
month is payable to such individual.

"(2) If an individual fails to make a report required under paragraph (1),
within the time prescribed therein for any taxable year and any deduction is
imposed under subsection (b) by reason of his excess earnings (as defined in
subsection (f)) for such year, he shall suffer additional deductions as follows:

"(A) if such failure is the first one with respect to which an addlitonal
deduction is imposed under this paragraph, such additional deduction shall
be equal to his benefit or benefits for the last month of such year for which
lie was entitled to a benefit under section 202;

"(B) if such failure is the second one for which an additional deduction
is Imposed under this paragraph, such additional deduction shall be equal
to two times his benefit or benefits for the last month of such year for which
he was entitled to a benefit under section 202;

"(C) if such failure is the third or a subsequent one for which an addi-
tional deduction is imposed under this paragraph, such additional deduction
shall be equal to three times his benefit or benefits for the last month of
such year for which he was entitled to a benefit under section 202;

-except that the number of additional deductions required by this paragraph
with respect to a failure to report earnings for a taxable year shall not exceed
the number of months in such year for which such individual received and ac-
cepted insurance benefits under section 202 and for which deductions are im-
posed under subsection (b) by reason of his excess earnings (as defined in sub-
section (f)). In determining whether a failure to report earnings is the first
or a subsequent failure for any individual, all taxable years ending prior to
the imposition of the first additional deduction under this paragraph, other than
the latest one of such years, shall be disregarded.

"(3) If the Secretary determines, on the basis of information obtained by
or submitted to him, that it may reasonably be expected that an individual
entitled to benefits under section 202 for any taxable year will suffer deductions
imposed under subsection (b) by reason of his excess earnings (as defined in
subsection (f)) for such year, the Secretary may, before the close of such taxa-
'ble year, suspend the total or less than the total payment for each month in
such year (or for only such months as the Secretary may specify) of the bene-
fits payable on the basis of such individual's wages and self-employment in-
come; and such suspension shall remain in effect with respect to the benefits
for any month until the Secretary has determined whether or not any deduction
is imposed for such month under subsection (b). The Secretary is authorized,
before the close of the taxable year of an individual entitled to benefits during
such year, to request of such individual that he make at such time or times as
the Secretary may specify, a declaration of his estimated earnings for the
taxable year and that he furnish to the Secretary such other information with
respect to such earnings as the Secretary may specify. A failure by such indi-
vidual to comply with any such request shall in itself constitute justification for
'a determination under this paragraph that it'may reasonably be expected that
the individual will suffer deductions imposed under subsection (b) by reason
of his excess earnings (as defined in subsection (f)) for such year. If, after
the close of a taxable year of an individual entitled to benefits under section 202
for such year, the Secretary requests such individual to furnish a report of his
earnings (as computed pursuant to paragraph (6) of subsection (f)- for such
taxable year or any other information with respect to such earnings which the
'Secretary may specify, and the individual fails to comply with such request, such
-failure shall 'in itself constitute Justification for a determination that such indl-
*vldual's benefits are subject to deductions under subsection (b) for each month
in such taxable 'eai (or only for such niouiththereof as the Secretary. may
Specify) by reason of his excess earnings '(as defined in subsection (f)) for
such year.

CIRCUMSTANCESE, bNDER WIICH DEDUCTIONS AND REDUCTIONS NOT REQUIRED

"(I) In the case of any individual, deductions by reason of the provisions of
subsection (b), (c), or (h) of this section, or the provisions of section 222(b),
shall, notwithstanding such provisions, be made from the benefits to which such
individual ig 'Cntitled only to the extent that such deductions reduce the total
4motnt vhich would otherwise be paid, on, the basis of the same wages and
pelf-employnfeft'inc61me, to sucli'ndlividual n"iinthe other individuals. living in
he same huseold. '
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"ATTAINMENT OF AGE SEVENTY-TWO

"(J) For the purposes of this section, an Individual shall be considered as
seventy-two years of age during the entire month in which he attains such age.

"NONCOVERED REMUNERATIVE ACTIVITY OUTSIDE TIlE UNITED STATES

"(k) An individual shall be considered to be engaged In noncovered re-
nunerative activity outside the United States if he performs services outside
the United States as an employee and such services do not constitute employ-
inent as defined in section 210 and are not performed in the active military
or naval service of the United States, or if he carries on a trade or business
outside the United States (other than the performance of service as an em-
ployee) the net income or loss of which (1) Is not includible in computing
his net earnings from self-employment for a taxable year and (2) would not
be excluded from net earnings from self-employment, if carried on in the United
States, by any of the numbered paragraphs of section 211(a). When used in
the preceding sentence with respect to a trade or business (other than the
performance of service as an employee', the term 'Untied States' does not in-
clude Puerto Rico or the Virgin Islands in the case of an alien who is not a
resident of the United States (including Puerto Rico and the Virgin Islands) ;
and the term 'trade or business' shall have the same meaning as when used
in section 162 of the Internal Revenue Code of 1954.

"GOOD CAUSE FOR FAILURE TO 'MAKE REPORTS REQUIRED

"(1) The failure of an individual to make any report required by subsection
(g) or (h) (1) (A) within the time prescribed therein shall not be regarded
as such a failure if it is shown to the satisfaction of the Secretary that he had
good cause for failing to make such report within such time. The determination
of what constitutes good cause for purposes of this subsection shall be made
in accordance with regulations of the Secretary."

(b) The amendments made by subsection (a) shall be applicable with re-
spect to deductions on account of excessive earnings, under section 203 of the
S(o.ial Security Act (as amended by such subsection (a)), for months of taxable
years which begin after the month following the month in which this Act is
enacted and with respect to other deductions, made under such section as so
amended, for months after the month following the month in which this Act
is enacted.

(c) (1) Paragraph (5) of section 202(q) of such Act is amended (A) by
striking out "paragraph (1) or (2) of section 203(b)" each place it appears
therein, and inserting in lieu thereof "paragraph (1) or (2) of section 203 (c) ",
and (B) by striking out "section 203(c)" and inserting in lieu thereof "see-
tion 203(b) or (d)".

(2) Paragraph (6) of such section 202(q) is amended (A) by striking
out "section 203(b) (1) or (2)" and inserting in lieu thereof "section 203(c)
(1) or (2)", (B) by striking out "section 203(c)" and inserting in lieu there-
of "section 203 (b) or (d)", and (C) by striking out "paragraph (1) or (2)
of section 203(b)" and inserting in lieu thereof "paragraph (1) or (2) of see-
tion 203(c)".

(3) The amendments made by this subsection shall be applicable only with
respect to the computation, under section 202(q) of the Social Security Act,
of deductions made under section 203 of such Act, as amended by subsection
(a) of this Act.

(d) (1) Section 215(g) of such Act is amended by striking out "section 203(a) )"
and inserting in lieu thereof "section 203(a) and deduction under section
203 (b))".

(2) The amendment made by paragraph (1) shall be applicable only with
respect to deductions made under section 203 of the Social Security Act, as
amended by subsection (a) of this Act.

TITLE II-AMENDMENTS TO INTERNAL REVENUE CODE OF 1954

AMENDMENTS TO DEFINITION OF SELF-EMPLOYMENT INCOME

SEC. 201. (a) Section 1402(b) (1) (C) of the Internal Revenue Code of 1954
(relating to definition of self-employment Income) is amended by inserting "and
before 1961" after "1958", and by striking out "; or" and inserting in lieu
thereof "; and".
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(b) Section 1402(b) (1) of such Code Is further. amended by adding at the
end thereof the following new paragraph:

"(D) for any taxable year ending after 1960, (1) $6,000, minus (11).
the amount of the wages paid to such individual during the taxable
year; or".

AMENDMENTS TO DEFINITION OF WAGES

SEC. 202. Section 3121(a) (1) of such Code (relating to definition of wages)
is amended by striking out "$4,800" each place it appears and inserting in lieu
thereof "6,000".

MISCELLANEOUS TECHNICAL AMENDMENTS

SEC. 203. (a) The second sentence of section 3122 of such Code (relating to
Federal service) is amended by striking out $4,800" and inserting In lieu
thereof "$6,000".

(b) Section 6414(c) (1) of such Code (relating to special refunds of employ-
ment taxes) Is amended-

(1) by inserting "and prior to the calendar year 1961" after "the calendar
year 1958";

(2) by inserting after "exceed $4,800," the following: "or (0) during any
calendar year after the calendar year 1960, the wages received by him
during such year exceed $6,000,"; and

(3) by inserting before the period at the end thereof the following: "and
before 1961, or which exceeds the tax with respect to the first $6,000 of
such wages received in such calendar year after 190".

(c) Section 6413(c) (2) (A) of such Code (relating to refunds of employment
taxes in the case of Federal employees) is amended by striking out "or $4,800
for any calendar year after 1958" and inserting in lieu thereof "$4,800 for the
calendar year 1959 or 1960, or $6,000 for any calendar year after 1960".

EFFECTIVE DATES

SEC. 204. The amendments made by section 201 shall apply only with respect
to taxable years beginning after 1960. The amendments made by sections 202
and 203 shall apply only with respect to remuneration paid after 1960.

AMENDMENT OF SOCIAL SECURITY ACT AND INTERNAL REVENUE CODE, RELATING TQ
MINIMUM INSURANCE BENEFITS

Mr. SALTONSTALL. Mr. President, I introduce, for appropriate reference, a bill
which would amend title II of the Social Security Act and the Internal Revenue
Code so as to Increase the amount of earnings permitted without loss of benefits,
to Increase the minimum Insurance benefits payable, to increase the amount of
such benefits payable to widows, and to increase the amount of earnings upon
which such benefits are based.

The House Ways and Means Committee has reported out a bill which will
probably be passed by the other body today. This proposal includes some im-
portant and desirable improvements in the social security program, somewhat
overlooked because of the attention given the problem of medical aid for the
aged.

But there are some needed Inprovements in the social security system omitted
from the House bill which have been discussed and proposed before, and which
are not so complicated or ambitious that they could not be considered for amend-
Ing legislation this year. My bill embodies four helpful changes In a compact,
practical and responsible "package." I file It now for the timely attention of
the Senate, to be considered along with the proposal from the House of Repre-
sentatives.

I believe that our elderly citizens should be encouraged to be productive,
contributing members of their community. This is perhaps the most important
aspect of old age-the emptiness and feeling of unwantedness which comes to
a person who feels that his or her talent or effort is not needed by others. If
our aged people are treated as helpless and worthless In terms of a community's
vigor and productivity they can never live out their lives in warmth and happiness.

I have frequently advocated a change In the retirement test under the old-age,
survivors, and disability insurance program which would encourage our older
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citizens who are so inclined to participate more actively in the occupation of
their choice. The present retirement test acts to curtail severely such activity
by drastically cutting benefits when the yearly earnings limit of only $1,200 is
exceeded. My proposal would allow substantial continuing benefits up until the
level of $2,400 outside earnings a year, and would gradually rather than sud-
denly scale down the benefits for persons exceeding $2,400 in their yearly earn-
ings. This would provide the needed incentive for the full life. In itself it con-
stitutes a needed psychological boost for older people, who under the present law
are pressed to close up shop and go home as soon as $1,200 is taken in. My
measure would create an incentive among social security beneficiaries to work
at all ranges of benefits and for all earnings levels up to $2,400.

In addition, I believe that the lowest beneficiary amount per month should
be upped from $33 to $40 and that aged widows' benefits should be increased
from 75 to 85 percent of the husband's benefit amount. Many feel that this
category of beneficiary is treated the most inequitably under the present law.
Both changes would save money on public assistance.

My bill would finance these improvements by increasing from $4,800 to $6,000
the nmaxinum on earnings taxable and creditable toward benefits. Thus, social
security tax rates are not increased, yet the suggested improvements are paid
for in a sound and responsible manner. The whole package would help bring
about a better balanced system with a financial base that more closely relates
benefits to earnings, accommodating increased wages, which is the whole concept
of the OASI program.

I ask unanimous consent that a brief outline of my four-point measure may
be included in the Record at this point in my remarks, followed by a factual
analysis of each provision and a table of costs and savings.

The PRESIDING OFFICER (Mr. Randolph in the chair). The bill will be received
and appropriately referred; and, without objection, the outline, factual analysis
and table will be printed in the Record.

The bill (S. 3725) to amend title II of the Social Security Act and the Internal
Revenue Code so as to increase the minimum insurance benefits payable under
such title, to increase the amount of earnings upon which such benefits are based,
to increase the amount of such benefits payable to widows, widowers, and parents,
to increase the amount of earnings permitted without loss of benefits, and for
other purposes, introduced by Mr. Saltonstall, was received, read twice by its
title, and referred to the Committee on Finance.

The outline, factual analysis, and table, presented by Mr. Saltonstall, are as
follows:

BRIEFF OUTLINE

"1. Change the retirement test on limitation of outside earnings so that for
persons with yearly earnings over $1,200, $1 in benefits are withheld for every
$2 of earnings over $1,200 up to $2,400. For annual earnings over $2,400, $1 in
benefits would be withheld for each $1 in earnings in excess of $2,400.

"2. Raise the benefit for persons receiving the smallest minimum monthly
amounts from $33 to $40.

"3. Increase aged widows' benefit from 75 to 85 percent of the husband's benefit
amount.

"4. Increase from $4,800 to $6,000 the maximum on earnings taxable and
creditable toward benefits.

"FACTUAL ANALYSIS

AtI

"A combination proposal: withhold $1 in benefits for each $2 of earnings in
excess of $1,200 and up to $2,400, and withhold $1 in benefits for each $1 in earn-
ings in excess of $2,400: The chief disadvantages of the 1-for-2 proposal are the
increases in cost and the fact that some benefits would be paid to people at rela-
tively high earnings levels. A way to reduce these disadvantages would be to
modify the proposal by a provision that earnings above $2,400 a year would re-
duce benefits dollar for dollar. With this modification the man and wife getting
the present maximum of $180 would get no benefits for the year at the point when
the man's earnings reached $3,960 and the cost would be 0.08 percent of payroll
rather than 0.11 percent. The proposal would furnish an Incentive to work at
all ranges of benefits, and for all earnings levels up to $2,400 and would guaran-
tee against loss as a result of earning above that amount. And while it does not,
have the simplicity that is so attractive about the straight 1-for-2 proposal, it.
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nevertheless, like the straight 1-for-2 proposal, would remove the incentive for
the beneficiary to seek out Jobs paying less than $1,200 and to restrict his work
activity so as not to go above that amount.

"Increase to $40 the minimum monthly amount payable to an old-age insurance
beneficiary, a disability insurance beneficiary, and a sole survivor beneficiary.

"An estimated 1.8 million beneficiaries would benefit from this increase in the
minimum, effective January 1, 1961: 1.2 million old-age Insurance beneficiaries.
200,000 wives, 250,000 widows and parents, and over 100,000 mothers and chil-
dren. A very high proportion of those who receive assistance supplementation
would be affected by this proposal. In some of these cases there would be some
saving in public assistance funds; iipothers, funds would be made available ta
provide a more adequate total income for the family or otherwise meet needs
that are not now met.

"Generally it is undesirable to reduce the spread of benefits in a wage related
system; however, the relatively small increase to $40 does not reduce the spread
significantly. Moreover, if the increase in the minimum benefit were combined
with an increase in the earnings base, so that the maximum as well as the mini-
mum primary insurance amount were raised, the spread of benefits would not
be reduced.

"The cost is estimated at 0.04 percent of payroll.

"III

"Increase the aged widow's benefit from 75 percent to 85 percent of the pri-
mary insurance amount of the insured worker. (The proposal would apply
also to the aged widower's benefit and to the single parent's benefit.)

"Under present law a widow gets a benefit amounting to three-fourths of the
primary insurance amount-that is. the amount her husband would have been
paid if he had lived and qualified for benefits. There is no reason to suppose
that an aged widow needs less to live on than her husband would have needed
if she had died and he had lived. All beneficiary studies have shown that aged-
widows are generally the neediest group among the beneficiaries.

"An increase in the widow's insurance benefit to 100 percent of the primary
insurance amount could be justified. An increase of that magnitude would,
however, be quite costly. An adjustment to 85 percent would be considerably
less costly and would seem a reasonable step to be taken at this time.

"If the widow's insurance benefit were increased to 85 percent of the pri-
mary insurance amount it could be expected that the need for supplementary
old-age assistance payments to a substantial proportion of the widows who now
get old-age assistance to supplement insurance benefits would be reduced.

"The cost of the proposal is estimated to be 0.23 percent of payroll.

44Iv

"Increase from $4,800 to $6,000 the maximum on earnings taxable and credit-
able under the old-age, survivors, and disability insurance program.

"In the opinion of the Department (and this opinion is shared, at least in its
general application, by the Advisory Council on Social Security Financing and
by other study groups and experts who have considered the question) it is essen-
tial that the maximum on earnings taxable and creditable under the program
be raised as earnings go up.

"One of the essential characteristics of the old-age and survivors insurance
program is that benefits are related to earnings. If the maximum on creditable
earnings is not increased as wages rise, fewer and fewer workers will have their
benefits in fact related to their earnings. Originally all of the wages of all but
the very most highly paid workers were covered by the program so that the very
great majority of the Nation's workers had their full earnings capacity insured.
At present the program covers all of the earnings of only the lower paid half of
the regularly employed men in the country. In the opinion of the Department,
the principle of covering all the wages of the large majority of covered workers
is a sound one. While it is not at all necessary to restore the original situ-
ation, under which all but 6 percent of regularly employed men had full cover-
age of their earnings, it does seem desirable that three-fourths or so of regularly
employed male workers should have all their earnings taxed and credited to-
ward their benefits. An Increase to $6,000 would accomplish this objective.

"Another important consideration about the earnings base is that failure to
increase it as earnings go up means that a smaller and smaller proportion of
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payroll is available to serve as the financial base of the program. At present
it Is estimated that about 2*2 percent of total earnings in covered work is not
taxable to finance the program. With an earnings base of $6,000 the percentage
of earnings in covered work that would be nontaxable would be reduced to
about 14 percent.

"If the earnings base were increased it would, of course, be necessary to
increase the maximum benefit payable in order that creditable wages above the
present wage base will result in higher benefits. This increase in benefit
amount, however, would be quite gradual.

"In addition to being desirable in itself, the recommended increase in the
-earnings base would make it possible to adopt the other recommended changes
(which would result in paying additional benefits) without increasing the tax
rate that is required to finance the program. Because all of a worker's earn-
ings (up to the earnings base) are subject to the same tax rate, but a higher
percentage of his earnings is paid in benefits at lower earnings levels than at
higher earnings levels, raising the earnings base increases the income to the
system more than it increases the benefits payable. An increase in the earnings
base to $6,000 would reduce the level-premium cost of the program by 0.4 per-
cent of taxable payroll (0.38 percent for old-age and survivors Insurance, and
0.02 percent for disability insurance.)

"In summary, the recommended Increase in the wage base to $6,000 would
provide a sounder financial base for the program, would reinforce the relation-
ship of benefits to wages, and would improve the protection afforded by the
program for a great many people at moderate wage levels who will be retiring
in the future; and it also would make possible, without an increase in the con-
tribution rate, the other Improvements that are recommended.

"(Attachment No. 2]

"Table of costs and savings

1st. year pub- OAST cost t
"Proposal lic assistance (percent of

savings I payroll)

A illons
Increase minimum benefit to $40 -------------------------------------------- $25 0.04
Increase aged widows benefit from 75 percent to 85 percent of husband's bene-

fit amount ---------------------------------------------------------------- 9 .23
Retirement test proposal --------------------------------------------------- None .08
Increase from $4,800 to $6,000 the maximum on earnings taxable and creditable

toward benefits ----------------------------------------------------------- None J-. 38

Total ----------------------------------------------------------------- 4 34 8-.03

"I The savings have been calculated only for the 1st year. It is very important to keep In mind that there
will be much heater savings effects from the proposals in later years. It also should be noted that the gen-
cral fund would save substantially over the years through a reduction in the cost of veterans' pensions.

"5 The costs shown In this column for each of the Individual proposals have been computed In such a way
as to eliminate overlapping cost effects. For example, Increasing the agedi widow's benefit to 85 percent of
her husband's benefit amount would cost less if the minimum benefit had already been increased to $40
than if it had not, since in the former case many widows would get 85 percent of the husband's benefit be-
cause of the $40 minimum, and would not get an Increase when the widow's benefit went to 85 percent.
This sort of offsetting or overlapping effect of the proposals has been taken into account and the costs com-
puted in such a way as to make it possible to add them and get the true cost of the total package. Accord-
ingly, it is not possible simply to pull out of the package any given proposal and say that by itself the pro-
psal would increase the level-Iremium cost of the program by the amount shown, or that the level-premium
ost of the package without the proposal would be decreased by the amount shown.

"s It will be noted that this figure is the savings in cost from the increase in the tax and benefit base.
" 4 'i'ms figure is thme total .saving to Federal, State, and local governments. (The Federal share would be

about $20,000,00. Thi s calculated as approximately 60 percent of the total saving shown, since 60 percentis the approximate Federal share of all public assistance costs.)

"ADDENDUM

"It is worth noting, by way of overall fiscal perspective, that the OASI
system is now underfinanced, actuarially speaking, by 0.20 percent of payroll.
If the package described herein were adopted, it would result in reducing this
imbalance to 0.17 percent of payroll."
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STATEMENT OF RAILWAY LABOR EXECUTIVES' ASSOCIATION IN SUPPORT OF HEALTH
BENEFITS PROPOSAL TO AMEND H.R. 12580 To INCLUDE MEDICAL INSURANCE
BENEFITS IN TITLE II OF THE SOCIAL SECURITY ACT

My name is G. E. Leighty and I submit this statement as chairman of Railway
Labor Executives' Association. I ain also president of the Order of Railroad
Telegraphers, one of the organizations affiliated with Railway Labor Executives'
Association.

Railway Labor Executives' Association is n association composed of the
chief executives of all the standard railway labor organizations. Together
these organizations represent virtually all the railway employees in the country.
The organizations affiliated with Railway Labor Executives' Association are the
following:
American Railway Supervisors' Association.
American Train Dispatchers' Association.
Brotherhood of Locomotive Engineers.
Brotherhood of Locomotive Firemen & Enginemen.
Brotherhood of Maintenance of Way Employees.
Brotherhood of Railroad Signalmen.
Brotherhood of Railroad Trainmen.
Brotherhood Railway Carmen of America.
Brotherhood of Railway and Steamship Clerks, Freight Handlers, Express and

Station Employees.
Brotherhood of Sleeping Car Porters.
Hotel & Restaurant Employees and Bartenders International Union.
International Association of Machinists.
International Brotherhood of Boilermakers, Iron Ship Builders, Blacksmiths,

Forgers & Helpers.
International Brotherhood of Electrical Workers.
International Brotherhood of Firemen & Oilers.
International Organization Masters, Mates and Pilots of America.
National Marine Engineers' Beneficial Association.
Order of Railway Conductors & Brakemen.
Railroad Yardmasters of America.
Railway Employees' Department, AFL-CIO.
Sheet Metal Workers' International Association.
Switchmen's Union of North America.
The Order of Railroad Telegraphers.

As the committee well knows, railroad employees are covered with respect to
their age and disability retirement and survivor benefits under the Railroad
Retirement Act and are not covered by the old age, survivors, and disability
insurance system set up under the Social Security Act. Consequently, railroad
employees are not directly affected by the health benefits proposal to amend
H.R. 12580 to include medical insurance benefits in title II of the Social Security
Act.

Under these circumstances the question may well be asked as to what interest
railroad employees have in the proposal and this question should be answered
at the outset. Our interest stems from a variety of sources:

1. Although we are primarily concerned with conditions directly affecting
the employees we represent, as participants In the American labor movement
we have an interest il the welfare of all Amreican workers. Standards of living
and ,of well being do not isolate themselves by industries, and such standards
when accepted or established for a substantial segment of the working popula-
tion tend to become measures of the standards to be applied In other segments.

2. All but two of the organizations affiliated with Railway Labor Executives'
Association are also affiliated with the AFL-CIO. The AFL-CIO is vlogorously
supporting the health benefits proposal and we feel that the committee should
know that our association Joins in that support.

3. Many of the organizations affiliated with Railway Labor Executives' As-
sociation represent to varying degrees employees in other industries who are
covered by the OASDI system and who are directly affected by the proposal.
In some of our organizations this is true of the great preponderance of the
membership.

4. The organizations affiliated with Railway Labor Executives' Association
and who represent nonoperating employees (nearly three-fourths of all railroad
employees) have for some years been wrestling with the problem of making

58387-60- 25
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hospital, surgical, and medical insurance available to retired employees. ve
believe that our experience in this respect wili be helpful to the committee in
evaluating the various possible approaches to the problem.

5. As the ensuing discussion will show, the experience referred to in the
preceding paragraph shows that we have not yet succeeded in finding an adequate
solution to our problem. Consequently we had concluded that If the Forand
bill, H.R. 4700, were given favorable consideration in the House we would seek
to have the bill amended to include amendments to the Railroad Retirement
Act so as to extend corresponding insurance benefits to beneficiaries under that
act. Likewise, although we understand that we cannot ask this committee to
consider amendments to the Railroad Retirement Act, it is our hope that if
favorable consideration is given to the inclusion of medical insurance benefits in
title II of the Social Security Act, as we urge, the same bill may be amended
by the Senate to extend corresponding insurance benefits to Railroad Retire-
ment Act beneficiaries.

We have examined the testimony presented to the House Ways and Means
Committee on behalf of the AFL-CIO by Mr. Nelson 11. Cruikshank and we feel
that that testimony thoroughly, conscientiously, and objectively explores the
issues involved and points most convincingly to the proper resolution of those
issues. No purpose would be served in repeating or paraphrasing that discussion.
We concur in it and believe that it demonstrates beyond question that medical in-
surance benefits should be included in title II of the Social Security Act.

In 1954 the organizations representing nonoperating railroad employees
negotiated through collective bargaining a nationwide plan for providing hos-
pital, surgical, and medical protection for active employees. Under this plan,
on roads where hospital associations were in existence the existing arrange-
ments were adapted to provide the negotiated protection. With respect to the
nonhospital association railroads a single national insurance policy was nego-
tiated to provide specified benefits at specified premiums. Under this policy
the Travelers Insurance Co. was the primary insurer and reinsured varying
percentages of the risk with other qualifying companies desiring to participate.

Initially this plan was applicable only to the protection of employees on. a
50-50 contributory basis and separate arrangements had to be nlade to make
Insurance for dependents available on a voluntary basis at the expense of the.
employee. Subsequently, however, renegotiations have provided for the em-
ployee and dependents benefits to be on a noncontributory basis and the de-
pendents benefits for hospital association roads and nonhospital association
roads are now all included in the one insurance policy.

The arrangements above summarized deal exclusively with active employees
and their dependents. We have at least so far not been able, through collective
bargaining, to negotiate for the continuation of any degree of employee or ,de-
pendent protection after the retirement of the employee. This presented a most
serious problem. Prior to the negotiation of the collective bargaining plan many
railroad employees participated In individual or group in'-urance or benefit
plans with varying arrangements for continuation or conversion after retire-
ment. In many instances such protection ceased to be available after the plan
covering active employees went into effect. Even if the protection continued
to be available an employee who wanted to protect his continuation or conversion
privileges upon retirement would generally, find it necessary to continue to
carry the )rotection as an active employee, thus incurring the expense of uin-
necessary duplicate coverage while in active service.

To meet this situation as best we could, the organizations negotiated a sepa-
rate group policy providing benefits available on a voluntary Individual premium
payment basis for retired and furloughed employees and their dependents (and
Initially also for dependents of active employees prior to their coverage in the
collectively l)argained plan). The opportunity was thus made available to all
employees covered by the collectively bargained plan while In active service to
continue protection upon retirement, on a reduced benefit basis and at their
own expense. Where hospital associations are in operation retired emnlovees
are generally permitted under varying arrangements to continue protection for
themselves, though their dependents are generally not covered. In instancs
where retired employees on hospital association roads do not have continued
hospital association protection available they are eligible upon retirement to )me
covered by the Travelers policy for both employee and dependents benefits aid:
all employees on such roads are eligible to be covered by dependents benefits.
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In working out and administering this plan we have had excellent cooperation
from the insurer; administration costs and retentions have been kept to a mini-
mum, thus making the greatest possible proportion of premiums available for
benefit payments; and every effort has been made to strike a reasonable balance
between benefits and costs so as to provide as nearly adequate benefits as could
be obtained at premium rates that retired employees might be expected to be
able to afford. The plan is, so far as I know, the largest group plan for retired
employees in the country. With all of these favorable circumstances, this plan
may well be regarded as representing the best arrangements now attainable for
retired employees who are severed for insurance purposes upon retirement from
the group comprising active employees.

Nevertheless, our experience indicates that the best attainable under these
circumstances is not enough. There is much to be said for the proposition that
retired employees should continue for insurance purposes to be a part of the
group in which they participated during active service and that employers should
continue to carry responsibility for the protection of the entire group. Perhaps
such a solution if sufficiently generally adopted and if group insurance based on
employment becomes sufficiently universal might be considered preferable to the
assumption of responsibility by the Government. But our experience indicates
that such a solution is not foreseeable.

It is clear from our experience that the adverse circumstances inherent in the
type of arrangement we now have make it impossible to achieve really sq tisfactory
results by this approach. The administrative costs involved In handling Indi-
vidual applications, checking eligibility for participation and receiving and prop-
erly crediting monthly premium payments necessarily absorbs a disproportionate
share of the premium. Individual choice as to participation results in coverage
of a disproportionately small segment of the group eligible to participate and
must involve a considerable degree of adverse selection.

The present premium rates under our policy for retired employees are $4.48
per month for employee benefits only, $4.60 per month for dependents only, and
$9.08 per month for employee and dependents benefits. The benefits include
hospital room and board charges up to $8 per day but not to exceed $480 for each
period of disability. Hospital extras are covered to a maximum of $80 for each
period of disability and an ambulance charge up to $25 is allowed. Surgical
expenses are covered under a schedule with $150 maximum. We believe that it
is readily apparent from an examination of these premium rates and benefit
limitations that some better method of providing hospital, surgical, and medical
benefits for retired employees must be found.

It was estimated in 1959 that during the approximately 4% years that our
plans had been in effect probably about 130,000 nonoperating employees had
retired and that about 119,000 of these were still living. About 40 percent of
our employment is on hospital association roads and employees retiring from
service on those roads would, as above indicated, generally continue hospital
association protection with respect to employee benefits and would be eligible
to participate in the Travelers plan only for dependents' benefit insurance. It
may thus be calculated 60 percent of the 119,000 surviving retired employees
or 70,400 have been eligible for Insurance for employee benefits. As of June last
year 17,753 were actually participating for employee benefits; 15,520 had depend-
ents benefit insurance but this latter figure would include employees from hospital
association roads eligible for dependents benefit insurance only and must there-
fore be related to the 119,000 figure rather than to the 70,400.

It cannot be assumed, of course, that the difference between the 70,400 who
have been eligible and the 17,753 participating for employee benefits are with-
out any hospital, surgical, or medical insurance. Some, we have no way of
knowing how many, undoubtedly carry other forms of protection by reason of
continuation or conversion of other Insurance carried while in active service or
policies that have been taken out upon or during retirement or various other
possible types of protection. The figures do Indicate, however, that the degree
of participation In relation to the size of the total group Is too low to achieve
results that can be regarded as a real solution to the problem. Perhaps there
is a very high degree of adverse selection. Perhaps the nonparticipating eligibles
do not feel that their income is sufficient to afford any insurance payments and
that they nmst, therefore, run the risk of incurring uninsured expenses and hope
that this does not happen. Or perhaps they consider the benefits available rela-
tive to the premium rates inadequate to give them their money's worth. What-
ever the reason, it is apparent that intensive efforts under favorable circum-
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stances have not succeeded in developing adequate hospital, surgical, and medical
insurance for retired employees by this method.

We bring this experience to your attention with the sincere hope that most
thoughtful comsidiration will be given to what it portends not only with respect
to railroad employees but also with respect to employees covered by the Social
Security Act. We think It compels the conclusion that there is a genuine need
to Include medical insurance benefits in our social insurance structure.

MEETING TIlE HEALTH CARE NEEDS OF OLDER PEOPLE
TnouoH SOCIAL INSURANCE,

IVashingtwo, D.C., June 30, 1960.
Iin. IIARRY FLooi) Ily),
A vat( Offlcc Bluildin , 11'ash ington, D.C.

I)HAR SENATOR BYRD: Enclosed is a copy of the letter to the Vice President
and Senate majority and minority leaders from a distinguished group of per-
sos long identified with our social insurance system. This letter urges that
-1.1. 12-80. the social security bill, be amended to provide contributory social
insuruuce which would pay the cost of hospital and related services for our
older citizens.

It is our earnest hope that you will support such an amendment.
Sincerely yours,

FEDELE F. FAURL

CIARLMS I. SCHIOrTLAND.

MEETING TIlE HEALTH CARE NEEDS OF OLDER PEOPLE
TimIouoiI SOCIAL INSURANCE,

Washington, D.C., June 30, 1960.
Ion. RICH,= M. NIxoN,
Vice lPresident of the United States,
Thc Capitol,
Washington, D.C.
HOn. LYNDON B. JOHNSON,
Majority Leader,
S' ate of the United Stat0s,
Washington, D.C.
tIon. EVEiETTr IK. DIRKSEN,
Majority Leader,
Senate of the United State8,
Washington, D.C.

The undersigned who have long been identified with the American system of
social security, having served the Government in administrative or advisory ca-
pacities, urge the incorporation in social security legislation now before the Sen-
ate of a program of contributory social insurance through which our citizens can
pay for the cost of the hospital and related services they may need in old age.
Aln extension of Federal old-age, survivors, and disability insurance to include
hospital coverage would provide a systematic way of financing serious illness
and prevent the exhaustion of the savings of aged persons and the consequent,
often devastating, demands upon the resources of their children.

There is every indication of the willingness of Americans to share the cost
of basic health protection for their elderly parents and later for themselves by
paying for such a program through their working years. If such health pro-
tection were available for older persons, private organizations would be enabled
to offer more economical protection to the younger people in our population.

We sincerely hope that the social security bill now pending before the Senate
will be amended to provide for hospital and related services to older people
through the social insurance system.

Sincerely yours, (List of slgnators attached.)

LIST OF SIGNATORS

Mr. Arthur Altmeyer, Madison, Wis., former Chairman of Social Security Board
and Comnhissioner for Social Security.

Mr. Joseph P. Anderson, executive director, National Association of Social Work-
ers, member, Advisory Council, 1961 White House Conference on Aging.
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Dr. Eveline M. Burns, professor of social work, New York School of Social Work,

Columbia University, former consultant to Committee on Economic Security
and Social Security Board, and member of advisory committee to Secretary
of Health, Education, and Welfare (1954).

Mr. Wilbur J. Cohen, professor, public welfare administration, School of Social
Work, University of Michigan, member of the staff of the President's Commit-
tee on Economic Security (1934-35).

Mr. Nelson Cruikshank, AFL-CIO, Washington, D.C., member, Advisory Council
on Social Security (1948-49) and Advisory Council on Social Security Financ-
ing (1958-59).

Miss Loula Dunn, Chicago, Ill., member, 1959 Advisory Council on Public As-
sistance.

Mr. Fedele F. Faurl, dean, School of Social Work, University of Michigan,
former consultant on social security to House Ways and Means and Senate
Finance Committees.

Miss Helen Hall, National Federation of Settlements, member, Advisory Council
of the President's Committee on Economic Security (1934-35).

Mr. Seymour Harris, Littauer professor of political economy, Harvard Univer-
sity, consultant to President's Council on Economic Advisers.

Miss Jane M. tIoey, New York City, Director, Bureau of Public Assistance, Social
Security Administration (1936-54).

Mr. Raymond W. Houston, commissioner, New York State Department of Social
Welfare, member, 1959 Advisory Council on Public Assistance.

Mr. John Kidneigh, director, Graduate School of Social Vork, University of
Minnesota, chairman, 1959 Advisory Council on Child Welfare Services.

Mr. Murray Latimer, Washington, D.C., former Chairman, Railroad Retirement
Board.

Mr. Richard A. Lester, professor of economics, Princeton University, member,
Advisory Committee to Federal Bureau of Employment Security.

Mr. Norman V. Lourle, deputy secretary, Pennsylvania Department of Public
Welfare, member of ad hoc advisory committee to Department of Health, Edu-
cation, and Welfare.

Mr. Charles I. Sehottland, dean, Florence Heller Graduate School of Social Wel-
fare, Brandeis University, former Commissioner of Social Security (1954-58).

Mr. Karl de Schweinitz, Washington, D.C., former consultant to Social Security
Board, and professor emeritus, University of California.

Mr. Herman M. Somers, chairman, Political Science Department, Haverford
College, former consultant to Social Security Administration.

Mr. John W. Tramburg, commissioner, New Jersey State Department of Institu-
tions and Agencies, former Commissioner of Social Security (1953).

Mr. George K. Wyman, executive director, Welfare Council of Metropolitan Los
Angeles, former Deputy Commissioner of Social Security (1959).

Mr. J. Douglas Brown, dean of faculty, Princeton University, Chairman of
Advisory Council on Social Security (1937-38) and member of Advisory
Council (1948-49).

Mr. John J. Corson, MeKinsey & Co., Washington, D.C., former Director, Bureau
of Old-Age and Survivors Insurance.

CONGRESS OF TIlE UNITED STATES,
HOUSE OF REPRESENTATIVES,
Washington, D.C., June 29, 1960.

1on. HARRY F. BYRD,
C chairman, Senate Finance Coamlttee,
U.S. Senate.

DEAR MAR. CHAIRMAN: I am writing on behalf of the city of El Centro in the
hopes that your esteemed committee may be able to assist that community to
solve a problem which has been called to my attention.

MAy colleagues on the House Ways and Means Committee have suggested that
I contact you directly because the House has already enacted H.R. 12580, the
Social Security Amendments of 1960.

In 1957 the city of El Centro acted in good faith in response to the desires of
the employees of the municipally owned hospital to be covered by Federal
social security. Action was taken upon the advice of the State employees' re-
tirement system to divorce hospital employees from that system. An account
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was established with the Internal Revenue Service and the city and employees
have made payments which have been deposited to the proper social security
accounts since that time.

Recently, the city was advised by the State employees' retirement system that
due to a technicality, the account was not properly established. The hospital
employees thus have been ruled to be without either State or Federal retire-
ment coverage since 1957.

1 am enclosing a report from the Social Security Administration on the case
which has just been furnished to me for your committee's consideration. Also
enclosed is the draft of a I'Oposed aiendiiient to 11.11. 12580 which has been
prepared by Mr. Robert Iloyer of the Baltimore office of the Social Security
Administration.

Any relief which your committee could provide to correct this unfortunate
situation would win the unending gratitude of the officials of the city of
El Centre and the employees of the municipal hospital, all of whom have indl-
cated that they wish to have the Fe(leral coverage which they had erroneously
been led to believe that they enjoyed.

Also enclosed is a (omlete compilation of c4}rresl)ondence and exhibits which
have been prepared for your consideration by Mr. T. Ernest Johnson, admninis-
trator of the El Centro Municipal Hospital.

Mr. lohnson h1a1s indicated his willingness to come to Washington immediately
if he can be of assistance to the committee in any way.

Please call on me if I can be of any assistance in any way.
Sincerely yours,

D. S. SAUND,
Meniber of Congress.

lIlIOSo5EI) AMENDMENT TO II.R. 12580, PREP'AREID BY Mit. ROBERT HoYER, BALTIMORE
OF:FI ', SOCIAL SECURITY ADMINISTRATION

Notwithstanding any provision of section 218 of the Social Security Act, the
agreement with the State of California heretofore entered into lrsuant to such
section 218 may, at any time prior to 1962, be modified pursuant to subsection
(e) (4) of such section 218 so as to apply to services performed on and after
July 1, 1957, for the El Centro Municlpal Hospital hy employees and former
employees of the city of El Centro in positions which were covered by the Cali-
fornia State employees' retirement system on June 30, 1957, and which are not
covered by such system on the date of the enactment of this subsection. The
preceding sentence shall not apply to services performed by any individual who
on December 31, 1959. was an employee of such city and was on such (late either
a member of such retirement system or eligible to become a member thereof.

DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE,
SOCIAL SECURITY ADMINISTRATION,

Wash ington, D.C., June 29, 1960.
Ron. D. S. SAUNo,
llouse of Represcntatives,Washington, D.C.

DEAn Mn. SAUNn: This refers to your letter of May 27 concerning old-age and
survivors insurance coverage for certain employees of the city of El Centre,
i.e., some employees working at time El Centro Community hospital.

The information which we have indicates that the employees for whom cover-
age is desired were in positions tinder the State employees' retirement system
from October 1, 1953. to July 1, 1957. Effective July 1, 1957, the positions were
removed from coverage under the State system. Those employees who were
members of the system prior to July 1, 1957, or who were employed prior to
July 1. 1957, and who thereafter became members of the system upon com-
pletion of 61 months' service, were permitted to retain their membership in the
retirement system.

In 1959 the city took action to provide coverage for employees of the city,
Including hosl)ital employees, who were then members of the State employees'
retirement system and who chose to be covered. This coverage was accom-
plished under a special provision in the Federal law which permits certain
States to cover members of retirement systems on a "desire for coverage" basis.
Such coverage is limited to the members who have chosen coverage and to all
new members of the system. The employees of the hospital for whom coverage
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is now desired were not members and, therefore, they were not covered by this
action.

Under the Federal law, the fact that they were in positions under the retire-
ment system on September 1, 1054, precludes their obtaining coverage under the
provisions which authorize the coverage of positions which are not under a
retirement system. Prior to the 1954 amendments, the law specifically pre-
cluded the coverage of positions under a retirement system. When such cover-
age was iade possible by the 1954 amendments, it was conditioned upon certain
requirements. Having thus opened the door to the coverage of positions under
a retirement system, the Congress stipulated that tAvith minor exceptions not
applicable here) the required .conditions must be met with respect to all posi-
tions which were under a retirement system as of the enactment date of the
1954 amendments, I.e., September 1, 1954.

Initially the Federal law conditioned the coverage of positions under a re-
tirement system upon a favorable referendum among the eligible members of
the system. The coverage based on such a referendum included the coverage
of all positions which are or had been under the retirement system including
the positions of those who were not members and also those who may have
voted against coverage.

In the 1956 amendments, an alternative procedure for the coverage of retire-
ment system people was made available to certain States. Under this pro-
,vision (California was given this option in the 1957 amendments), coverage
can be provided only for those members of a retirement system who desire
'coverage. It was under this procedure that coverage was provided for those
employees of the city of El Centre who were members of the State employees'
retirement system.
One of the results of the use of this special procedure is that it establishes

two deemed "retirement systems" for coverage purposes. One system is com-
posed of the members who have chosen coverage. The other system Is com-
posed of the members who did not choose coverage as well as all other posi-

itions under the system Including the positions of those who are not eligible
for membership. It is possible under Federal law to provide coverage for this
group which would include the El Centre Hospital employees. Such coverage
is possible, however, only if a referendum is held and a majority of the eligible
employees vote in favor of coverage. Coverage on the basis of the members'
desires is not available under these circumstances. We recognize that as a
practical matter it would be unlikely that there could be a favorable referen-
dum in respect to a group which consists (as to those eligible to vote) only
of those who have not voted In favor of coverage.

You are, of course, aware of the fact that there is a proposed legislative
change in H.R. 12580 under which a retirement system covering the positions
of employees of a city-owned hospital which also covers positions of other city em-

'ployees could be deemed to constitute a separate retirement system for hospital
employees only for coverage purposes. It does not appear that this provision
would furnish a basis for providing coverage for the employees Involved for

* the reason that the employees of the El Centro Community Hospital for whom
coverage under the State agreement is sought, are not presently members of
any retirement system. We believe that this would preclude the use of this
proposed legislative change in respect to employees working at the El Centro
Community Hospital.

If we can be of any further assistance In this matter, please let us know.
Sincerely yours,

W. L. MITCHELL, Coimnmissioner.

STATEMENT OF TIE INTERNATIONAL ASSOCIATION OF HEALThI UNDERWRITERS,
BY BRUCE GIFFORD, MANAGING DIRECTOR, IAHU

We wish to limit our comment to the matter contained in title VI of H.R.
12580. This would add to the Social Security Act a new "title XVI-medical
services of the aged."

Our organization, the International Association of Health Underwriters, is
an association which represents persons active in the merchandising of health
insurance.

We cannot stress often or pointedly enough the importance of the matter
contained in the above-mentioned legislation. It is Indeed a broad subject.
Ramifications extend into a: number of areas of our social and economic life.
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In consideration of the scyv:e of this matter and because of the number of al-
ternative proposals, we feel there is need for all facts to be assembled before
conclusions are drawn.

On the above-mentioned title VI there were no hearings conducted by the
House of Representatives. Only limited hearings have been conducted by the
Senate. Title VI is a departure from the traditional concepts of social security
in that it would provide to the eventual recipient service benefits. The philoso-
phy of social security is based on cash benefits.

Further, because of the divergent nature of the several programs recom-
mended to provide health care for the aging; because of the lack of statistics
on persons over 65 who are medically indigent, and because of the forthcoming
White House Conference on the Problems of the Aging in early January 1961
we urge avoidance of hasty action. We believe that further study of the entire
subject is fully warranted.

Fron). statistics available, it would appear that about 21/2 million persons
over 65 are now Indigent and receiving assistance. In addition it is roughly
estimated there are approximately 1 million medically indigent which title VI
would take care of on a needs basis. Subtracting these numbers from the esti-
mated 151/! million persons over 65 in this country there remain approximately
12 million. Latest indications point to the fact that voluntary insurance will
have by the end of 1060 more than 8 million of this total covered. Voluntary
insurance with programs now operative and those being designed can and will
solve this problem. Group insurance is being employed in three significant ways
to provide benefits for older persons and their dependents: 1. Continuation of
insurance acquired during active employment in period of retirement. 2. Con-
tinuation of insurance coverage to those who remain in active employment past
normal retirement age. 3. Conversion of group coverage to individual insur-
ance at retirement.

Additionally, a significant number of persons have been covered and thou-
sands more will be protected through mass enrollment techniques being em-
ployed by a number of companies. Two companies alone now have more than
2 million persons over 65 protected by health insurance fulfilling the particular
needs of the individual. Furthermore, employers and insurance companies are
working together on programs of funding welfare and benefit programs during
the active life of employees, so there will be money available to pay for health
care needs after retirement.

We question the wisdom of enacting permanent legislation to solve a tem-
porary problem. G. Warfield Hobbs, vice president of the First National City
Bank of New York and chairman of the National Committee on Aging warns
that if sentiment of politics carries us overboard on a permanent basis to solve
the temporary financial problems of a segment of the aged population, "we may
find in the future that we are providing perhaps more than necessary for a
very large and self-supporting aged group at the expense of other age groups."

As proof that the new generation of older citizens is attaining better financial
independence, Hobbs cites current old-age assistance figures.

"In 1950 the number of over age 65 receiving public assistance reached a high
of 2,789,000," he said. "By December 1959 there was a decrease to 2,394,000
despite the fact that there were 3 million more in the aged group. The reduc-
tion continues at a rate of about 3,000 a month in spite of a net gain in the
number of aged of about 30,000 a month."

Dr. Willard C. lRappleye in his report as president of the Josiah Macy, Jr.,
Foundation said, "planning for the long-term future under conditions which
exist then should be given more consideration rather than creating permanent
legislation for a temporary phase of our economy."

Representing the interest of many small businessmen who are insurance
agents and producers comprising an army of salesmen who have helped to bring
health insurance coverage to more than 130 million Americans, we are un-
alterably dedicated to the goal of providing health care insurance in adequate
amounts at reasonable prices to the overaged American public. As businessmen
working toward the continued development of our great economy, we willingly
pay taxes for the operation of the services and facilities of Government which
all acknowledge cannot be provided in a private and voluntary way, but where
there is an alternative, we are irrevocably committed to the course of individual
and personal responsibility over and against the intrusion of Government.
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Again we urge extensive study of this problem. This is too serious a subject
for hasty action. The 1901 White House Conference on the Problems of the
Aging will bring to light much information on the subject hitherto unre-
vealed.

STATEMENT OF IRVIN P. SCHLOSS, LEoISLATIVE ANALYST, AMEaIoAN FOUNDATION
FOR THE BLIND

I appreciate this opportunity to state the views of the American Foundation
for the Blind, the national voluntary research and consultant agency in work
for the blind, on H.R. 12580, the Social Security Amendments of 1960.

The American Foundation for the Blind believes that H.R. 12580, except for
one serious shortcoming, generally advances the programs provided for under
the Social Security Act. We are particularly pleased with the proposed change
in the disability insurance provisions which would make it possible for an in-
dividual with the requisite quarters of coverage to be eligible for monthly cash
benefits at the age at which he becomes disabled. This is a logical and desirable
extension of the program, and we respectfully urge this committee's approval.

Although there are certainly many desirable improvements in the various
provisions of the Social Security Act which are not included in H.R. 12580 and
which should be considered by the committee--such as prohibition of residence
requirements in the public assistance titles; addition of a general assistance
category to the public assistance titles; alteration in the formula for Federal
payments to the States to provide for equal treatment of Puerto Rico, Guam, and
the Virgin Islands; increased Federal payments to the States; extension of par-
tial exemption of earnings in some of the public assistance titles; and altera-
tion of the definition of disability in sections 216 and 223 of title II for certain
types of severe disabilities-we would urge the committee to give priority con-
sideration at this time to devising a sound and effective program of medical
care for persons 65 years of age and over within the old-age, survivors, and
disability insurance system.

The provisions for medical care of the aged presently Incorporated in title
VI of H.R. 12580 are wholly inadequate from the standpoint of the need which
must be met and unsound and impractical from a fiscal standpoint. The pro-
gram now provided for in the bill would not begin to meet the real need for
adequate medical care of the millions of persons living on social security retire-
ment pensions. Many States are not able to take full advantage of existing
Federal-State matching fund programs in public assistance and vocational re-
habilitation, and it is completely unrealistic to expect them to be able to provide
even a minimal medical care program for their aged residents with the system
of financing required in the bill.

On the other hand, there are a number of bills pending before the committee
which do provide for adequate, comprehensive medical services for persons 65
and over and which also provide for sound financing through the OASDI
mechanism.

The concept of these OASDI bills is sound, practical, and in the best interest of
the American people. By making it possible for persons to provide during their
optimum years of employment through a contributory insurance plan for their
medical care needs after retirement age, when their income is substantially
curtailed, such legislation would enable our senior citizens to receive adequate
medical care for which they themselves have paid. At present, many older per-
sons must do without the medical care they need because they cannot afford it;
or else they must teek it on a charity basis--a demoralizing prospect for an
individual who has spent his productive years as a typical Independent Amer-
ican, contributing to the growth and development of our national economy.

The typical retired worker finds himself in a difficult position today. Steadily
increasing living costs force him to make every penny of his social security
retirement pension stretch as far as possible. He and his wife begin to do
without many small pleasures they enjoyed a few short years before the retire-
ment- he had so keenly looked forward to. He views with alarm the steadily
increasing payments for doctor bills and medicines as the chronic ailments which
attend the aging process become more persistent and frequent. An acute health
situation requiring surgery or hospitalization for a period of 2 or 8 weeks arises
and virtually wipes out his savings; and as a result, he and his wife live in
dread of another similar occurrence because they do not have the financial
resources required for today's medical care.
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I know that the situation I have just described is duplicated many times over
In our country today. With an adequate medical care insurance program under
the social security system, it need not happen.

According to the Social Security Administration, more than half a million
old-age pension recipients are also receiving public assistance under title I of
the Social Security Act, providing for grants to States for old-age assistance.
Similarly, approximately 25,000 recipients of retirement pensions and disability
insurance payments have found it necessary to go on the public assistance rolls
in the aid to the blind and in the aid to the permanently and totally disabled
categories, titles X and XIV of the act. There can be no question that the high
cost of medical care is a highly significant contributing factor. How much
better it would be for the country economically and for the individual psy-
chologically if he received adequate medical care because he had insured him-
self for It and no longer needed public assistance to make ends meet.

Approximately 175,000 blind people-nearly half of our blind population-are
over 65. Many are blind from cataracts and other conditions which frequently
accompany aging. An adequate medical care program under the social security
system would nmke many operations for sight restoration possible-operations
which Just are not being performed because the people concerned cannot afford
them.

The American Foundation for the Blind respectfully urges the Committee on
Finance to replace title VI of H.R. 12580 with a comprehensive medical care
plan for the aged which uses the social security mechanism for financing and
administration. By so doing, the committee will assure our senior citizens of
adequate medical care In a psychologically wholesome and economically sound
manner.

TESTIMfONY OF THE PHYSICIANS FORUM ON H.R. 12580, SUBMTTED ny DR. ALLAN
M. BUTLER,. PROFESSOR OF PEDIATRICS, HARVARD MEDICAL SCHOOL, AND CHAIRMAN,
THE PHYSICIANS FORU.IM

The Physicians Forum is a national organization of physicians in existence
for more than 20 years. Our members, who number over 1,000 and are mainly
private practitioners, also belong to their county medical societies or other
recognized professional associations.

The Physicians Forum appreciates this opportunity to present its views on
the medical care section of H.R. 12580. As we have not had an opportunity to
read H.R. 12580. our recommendations at this time will be limited to basic
principles derived from our experience as physicians and our deliberations on
the several proposals submitted earlier to the Congress. We will shortly forward
to you a supplementary statement which will compare and evaluate H.R. 12580
and the other current major proposals for medical care of the aged.

The years of medical practice of our members and professional associates
give us extensive personal knowledge of the great medical needs of the aged
and the frequently insurmountable obstacles they encounter in attempting to
get good medical care. More often than we wish to recall, we have seen our
patients, on reaching retirement, fail to receive necessary hospitalization, diag-
nostic procedures, and other medical services, and forced to give up their per-
sonal physicians.

From our experience we also know that currently available health insurance
has not eliminated the financial obstacle to good medical care for the aged.
Many do not have health insurance, particularly those needing it the most,
wdle those covered still suffer considerable financial hardship because benefit
payments are usually so inadequate.

Our elderly patients with Blue Cross policies are also the hardest hit by the
current -wave of increases in Blue Cross rates; as a result, many find it difficult
to pay the premiums and some have had to give up their policies. We are deeply
worried about the unfortunate predicament these patients will face when they
require hospitalization.

It Is clear to us that currently available health insurance must be bolstered by
the Federal social security system to assure universal coverage of the aged
regardless of their limited and usually shrinking economic resources.

In the 25 years of the Federal social security system, we physicians have
witnessed with gratitude the financial help it has provided to our patients. For
many, this was sufficient to maintain their personal dignity without which mental
and physical health rapidly deteriorates. For some, it made possible the con-
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tinuatlon of important doctor-patient relationships or the purchase of necessary
medical services. To the best of our knowledge, the benefits of the Federal
social security system have been provided with a minimum of redtape and
without political interference.

More recently, the Federal social security system has worked directly with
the medical profession in administering the disability freeze and the disability
benefits programs. Practicing physicians who have participated in this work
have found the same rational approach that has characterized the entire system.
In particular, there has been no interference with professional judgments, no
loss of professional integrity, no lowering of the quality of care.

As physicians, we are distressed and ashamed that our principal professional
organization should continue its anachronistic and unscientific opposition to the
addition of medical care benefits to the Federal social security system. This is
the only financially sound way to give everyone basic insurance against the costs
of medical care in old age. We are deeply disturbed that some of our fellow
physicians are so callous as to advocate Instead extension of charity medicine
to further large segments of the population.

Charity medicine is not conducive to high quality medical care, is not com-
patible with good doctor-patient relationships, and is often not adequate to the
medical needs. Moreover, the prerequisite means test Is distasteful to the Amer-
ican people. We are confident that most physicians have a higher regard for
their elderly patients and a sounder understanding of what is good for the
health of the aged.

The medical profession would legitimately benefit in an economic way from
the addition of medical care benefits to the Federal social security system.
Judging from the effects of voluntary health insurance, extension of coverage to
a large new group of people with modest or low incomes, means full payment to
physicians for many services previously provided on a charity or semicbarity
basis.

It is important for physicians to realize that such a program would not
significantly alter the present pattern of providing medical service. Rather, it is
primarily a mechanism for improving the method of financing medical care for
the aged.

Thus, as practicing physicians we believe that the social security approach
to medical care of the aged would be welcomed by the vast majority of the
medical profession if they were adequately informed and if they were not
intimidated by the American Medical Association. They would recognize, as we
do, that the social security approach would give all our elderly patients the
financial possibility for personal, continuous, and high quality medical care.

During the present congressional debate on medical care for the aged, little
attention has been given to the means available in legislation for protecting
and promoting care of high quality. As physicians, we must emphasize that
any legislation on this subject will affect quality of care. It would be a great
disservice to the aged and to America's health services to enact legislation
which ostensibly ignores quality considerations and consequently, in practice,
finances and extends services of poor quality.

First of all, we strongly urge that the legislation call for effective Federal,
State, and local advisory councils which would assure carefully considered and
professionally guided advice on quality issues, including the formulation of
sound standards for participating personnel and Institutions.

Second, we strongly urge that participation be limited to hospitals which are
accredited by the Joint Commission on Accreditation of Hospitals (American
Medical Association, American College of Physicians, American College of
Surgeons, and American Hospital Association). Most hospitals have met the
minimum standards of facilities, services, and organization required for ac-
creditation. Accreditation is universally accepted in the health field as a well
functioning, fair, and necessary mechanism for protecting the public against
poor quality of hospital care. The aged are no less deserving of such protection.

Similar protection against poor quality nursing homes Is also imperative.
Most nursing homes, unlike hospitals, are privately owned and receive limited
payments from existing welfare programs for many of their residents. Although
State licensure laws set forth minimal requirements, adequate medical and
nursing care in nursing homes is the exception rather than the rule. Moreover,
some nursing homes have little or no concern for the welfare of their patients
and are primarily profitable businesses exploiting the financial resources of aged
and chronically ill individuals. To make Federal funds available to these types
of nursing homes would only perpetuate and expand inadequate nursing home
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care. To limit Federal funds to accredited nursing homes would be a strong
and much needed stimulus to the development of good nursing home care.

Third, we strongly urge that from the start, the medical-care benefits be as
comprehensive as possible-especially that they include all necessary services
of specialists and general practitioners, and diagnostic laboratory and X-ray
procedures for nonhospitalized patients.

In order that services of poor quality can be eliminated and systematic im-
provement of quality can be promoted, administration at all levels must be
medically oriented. We, therefore, recommend that the U.S. Public Health
Service and the State health departments should share the governmental ad-
ministrative responsibilities.

We also recommend that the financial resources of the program be utilized
for improving quality of care. Among the ways this can be done is through
encouraging group medical practice and professional audits, acknowledging tui-
tion and educational leave costs as proper components of professional compensa-
tion, financing demonstration and research on quality improvement, and reward-
ing recognized high-competence ratings and high levels of performance.

Speaking for the many thousands of physicians who favor the addition of
medical-care benefits to the Federal social security system, we sincerely hope
the Senate Finance Committee will formulate and approve of a program of
medical care for the aged, based on the right of each aged person to necessary
medical care, available with dignity, without financial barriers, and with good
quality assured.

REPORT OF THE NATIONAL LAWYERS GUILD ON HEALTH INSURANCE BENEFITS FOR

THE AGED--THE FORAND, MCNAMARA, AND JAVITS BILLS AND THE ADMINISTRA-
TION'S "MEDICARE PROGRAM FOR THE AGED"

Our country, 25 years ago, determined, as a matter of national policy, that
it was in the interest of the Nation that old-age security should be provided
for. The old-age and survivors' insurance system, created by the Social Security
Act, does not, however, provide sufficient income to enable aged beneficiaries to
purchase or otherwise obtain the medical and hospital care which they need.
This has led to a widespread demand for amendments to the Social Security
Act or other provisions which would meet this need. Currently, the Congress
is considering a number of measures which are concerned with this problem.
This report is intended to review the most important of these measures.

I. THE NEED

Rising costs for medical care, especially hospitalization, have seriously af-
fected the health and economic security of persons of all ages. The aged have
been particularly hard hit because their advanced age and the infirmities usually
accompanying it, while interfering with the ability to pay for more medical care,
at the same time creates the need for more medical care. Since 1947-49, the
overall consumer price index has increased about 24 percent. Medical-care costs
have risen about twice as fast, or 49 percent.

Hospital room rates have increased 71.2 percent from 1948 to 1956, while all
medical care costs increased 31.7 percent. Private expenditures for hospital
services have increased from 1 percent of per capita disposable income in 1948
to 1.16 percent in 1952, 1.33 percent in 1954 and 1.43 percent in 1956, a 43 percent
increase from 1948.2

Seventy-four percent of the aged (those over 65) have annual incomes of $1 to
$1,000; 11 percent have annual incomes of $1,000 to $2,000, and 15 percent incomes
of $2,000 or more.

I Department of Health. Education, and Welfare report dated Apr. 3, 1959 (hospitaliza-
tion insurance for OASDI beneficiaries) ; statement of Wilbur J. Cohen, representing the
American Public Welfare Association submitted July 15, 1959 to the Committee on Ways
and Means of the House of Representatives. hearings on H.R. 4700, July 13-17, pp.
310-347.

$Department of Health, Education, and Welfare report and statement of Wilbur J.
Cohen. See footnote 12.

3 New York Times, Mar. 20, 1960; see also statement of Arthur S. Flemming, Secretary
of Health. Education, and Welfare, before the House Ways and Means Committee of the
U.S. House of Representatives, Wednesday, May 4, 1960.
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The Honorable Arthur S. Flemming, Secretary of Health, Education, and Wel-
fare, in testifying before the Committee on Ways and Meano of the House of Rep-
resentatives, on the Forand bill on July 13, 1959, aptly summarized the problem:

"There is general agreement that a problem does exist. The rising cost of
medical care, and particularly of hospital care, over the past decade has been
felt by persons of all ages. Older persons have larger than average medical
care need. As a group they use about 2% times as much general hospital care as
the average for persons under age 65 and they have special need for long-term
institutional care. Their incomes are generally considerably lower than those
of the rest of the population, and in many cases are either fixed or declining in
amount. They have less opportunity than employed persons to spread the cost
burden through health insurance. A larger proportion of the aged than of other
persons must turn to public assistance for payment of their medical bills or rely
on free care from hospitals and physicians.

"Because both the number and proportion of older persons in the population
are increasing, a satisfactory solution to the problem of paying for adequate
medical care for the aged will become more rather than less important."

Experience has clearly demonstrated that currently available health insur-
ance has not adequately met the cost of good medical care for the aged. Even
those able to obtain health insurance coverage suffer considerable financial hard-
ship because benefit payments are usually inadequate. The OASI beneficiary
survey of 1959 established that 54 percent of social security beneficiaries did
not have any health insurance and 36 percent of all these beneficiaries had never
had any health insurance whatsoever. Those who had no health insurance
stated that they could not afford it or had been refused insurance. About
one-third of the beneficiaries had at one time had policies which had been dropped
or canceled either because of financial inability or because their coverage was
on a group basis which had been terminated upon retirement."

On March 12, 1959, the Division of Program Research of the Social Security
Administration published an analysis of Blue Cross provisions for persons aged
65 and over. This analysis shows that, in 1958, 29 of the 78 Blue Cross plans
increased their premiums. Under group contracts, the median annual premium
was $30 per person, with a range of $16.20 to $70.80. For persons who had left
employment or had entered into a nongroup contract, the median charge was
$42, and the highest charge was $87 per person. One of the most extensively
advertised health policies for persons over 65 charged $6.50 per month for cover-
age providing $10 maximum allowance per day for hospital (about one-half
of the national average), coverage for maximum of 31 days, and a maximum
payment for hospital extras of $100 (X-ray, diagnostic procedures, etc.).' Of
course, the problems posed by the foregoing statistics are compounded when one
considers the additional costs of physicians services in the hospital, diagnostic
procedures, and therapy.

I. THE FOHAND BILL

A. Provisions of the Forand bill
The Forand bill 7 is intended to amend the existing social security law to

provide that the social security system shall pay for the cost of hospitalization,
nursing home care and surgical services for the group now covered by the present
old-age and survivors insurance program.

The bill would amend section 10(a) title 2 of the Social Security Act by adding
after section 225, a new section 226 which would provide in substance the fol-
lowing:

The social security system would pay the cost of hospital or nursing home
service furnished to an individual during any month such person would be en-
titled to monthly benefits under section 202 of the Social Security Act, or the
cost of such services furnished during the month of said persons death and the
cost of surgical services which are not of an elective nature, which payments
are to be paid from the Federal old-age and survivors insurance trust fund to the
hospital, physician, or nursing home which furnished the services.8

4Hearings on H.R. 4700, July 13-17, 1959, pp. 9-10.
5 Old-Age and Survivor Insurance Beneficiary Survey, 1959, by Department of Health,

Education, and Welfare.
0 See testinionv of Nelson H. Cruikshank, hearings on H.R. 4700, July 18-17, 1959, p. 80.
7 H.R. 4700, 86th Cong., 1st sess introduced Feb. 18, 1959.
8Sec. 101(a) amending sec. 16(a), title 2 of the Social Security Act, ee. 226(a),

subsecs. (1), (2).
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The period of eligibility would be the first 60 days of hospitalization in a 12-
month period, beginning with the first day of hospitalization and the first 60
days In each succeeding 12-month period; and nursing home services furnished
upon transfer from a hospital providing that the same are associated with
such hospital services, for 120 days in any 12-month period less the period of
hospital confinement." The bill broadly defines "hospital services" but excludes
care in any tuberculosis or mental hospital. "Nursing home services" is de-
fined as meaning skilled nursing care operated in connection with a hospital or
performed under the general direction of a licensed physician in connection
with a nursing establishment. Home nursing services or private nursing homes
are not included. "Surgical services" would cover any surgery medically re-
quired, including emergency and oral surgery which is medically required.o

The bill provides that the eligible individual shall have free choice of any
hospital or nursing home or the services of any certified surgeon who has
entered into an agreement with the Social Security Administration under this
act."
The bill requires that the institution be licensed pursuant to the laws of the

State where located. The services shall be rendered in semiprivate accommo-
dations. No additional payment shall be reqeusted from the recipient unless
medically required, but the patient may voluntarily pay the difference for more
expensive accommodations. No payment shall be made from the fund if the
patient is eligible for Federal or State hospitalization service."

The bill further provides that the Secretary of the Department of Health,
Education, and Welfare shall have no authority over hospital administration,
treatment, or personnel, evercise any control over the practice of medicine,"
and specifically preserves the confidential and privileged relationship between
patient and doctor or institution."

II.R. 4700 would also amend the Internal Revenue Code of 1954, by changing
the tax schedules on the self-employment Income, the tax on employees and the
tax on employers, by increasing the present schedule of contributions by three-
eighths of 1 percent for self-employed individuals,- and one-fourth of 1 percent
by employees," and one-fourth of 1 percent on employers. 7

B. The advantage of the Forand bill a.? compared with voluntary insurance
The old-age and survivors' Insurance program at the present time covers

almost the entire working population of the United States. Some 75 million
employees and self-employed persons and some 4 million employers currently
pay social security taxes. As of December 1959, some 13.7 million persons were
receiving benefits.5 The Forand bill would add on to the present benefits the
additional benefits described above.

The advantages of the Forand bill, as compared with voluntary Insurance are:
(1) Coverage is paid for while the person is actively employed and best able

to meet the cost of insurance coverage, while conversely, during any period of
nonemployment no payment Is required. This is an immediate advantage over
voluntary programs which require payment of premiums regardless of the
employment status.

(2) To some extent, the cost of this coverage is based upon the ability to
pay. Voluntary plans require pnymentq on a fiat basis In relation to the num-
ber of dependents and further distinguish between group coverage and Indi-
vidual coverage.

(3) Benefits may not be canceled under the Forand bill. This bill In effect
provides for paid up policy backed by the Federal Government. It gives pa-
tients and hospitals assurance of payment and protection superior to that of
most private plans because there can be no termination since covered persons

9 Sec. 101(a) mending see. 10(a), title 2 of the Social Security Act, see. 226(a),
subsec. (4).1Sec. 101(a) amending sec. 10(a), title 2 of the Social Security Act, see. 226(b),
suheec.4. (1), (2). (3).It See. 101(a) amending see. 10(a). title 2 of the Social Security Act, see. 226(c). sub-
s eq. (1). (2).

"2Se. 101(a) amending see. 10(a), title 2 of the Social Security Act, see. 220(d),
subsecs. (1). (2), (3), (4).

"3Sec. 101(a) amending see. 10(a), title 2 of the Social Security Act, see. 226(d),
subsec. (5.

i See. 101(a) amending see. 10(a), title 2 of the Social Security Act, see. 226(e).
5 See. 201(a) amending sec. 1401 of the Internal Revenue Code.
'$ Sec. 201(b) amending see. 3101 of the Internal Revenue Code.
I? Sec. 201 (c) amending see. 3111 of the Internal Revenue Code.
18 Social Security Bulletin, April 1960, pp. 1-2.
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are entitled to receive the maximum benefits allowable. There is no premium
payable by the beneficiary and therefore there cannot be a termination because
of inability to meet premium payments.

(4) In most private plans, on the death of the insured person, coverage is
not extended to his survivors, dependents, or other immediate members of his
family.

(5) The benefits under the Forand bill are much more extensive than most
benefits provided under most private health insurance programs.

(6) The cost of administering the plan would be less than the administrative
cost under existing private insurance plans, because contributions would be col-
lected as part of the regular social security contributions and would require no
new machinery. There would be no advertising, salesmen, or acquisition costs
as in private Insurance.

(7) Under the Forand bill, employers pay a payroll tax which contributes one-
half of the cost. Under private insurance policy purchased by an individual he,
of course, bears the whole cost.

In addition to the foregoing advantages of the Forand bill over private Insur-
ance coverage, certain important benefits would flow to the community at large
from the enactment of this bill:

(8) It would ease the financial problems of hospitals by providing payment
for much of the care that now they must give to charity cases without charge
or below actual cost.

(9) Individuals would not be required to apply for or receive public assist-
ance or private charity, and would relieve such organizations and Government
agencies of a welfare load now financed by taxpayers or private donations.

(10) The bill would stimulate an increase in the supply of medical personnel
and facilities required to make good care available to all concerned. Thus, an
assured market for skilled nursing care, for example, would result in an increase
in the supply of nursing homes and competent nursing personnel.

(11) Uniform and ever increasing standards of hospital and medical care and
treatment would inevitably result from the adoption of this bill.

(12) Since the Forand bill would provide insurance coverage for the highest
cost and highest risk group, Blue Cross plans would be relieved of the high cost
load and would be better able to hold down their rates and compete more eff~c-
tively with commercial insurance plans.

0. The arguments against the Forand bill
The American Medical Association and others have opposed the Forand bill

on the ground that it is a socialized medicine proposal, or would lead to so-
cialized medicine. This criticism is without basis. The Forand bill specifically
prohibits the Secretary from interfering in any way with the practice of medi-
cine, the administration of hospitals or nursing homes, or otherwise interfering
with the administration of the institutions involved. The bill would not disturb
existing physician-patient relationships or the freedom of doctors to choose the
institutions which would furnish the care.

Opponents of the bill contend that the bill would increase the centralization of
the functions of the Federal Government and foster paternalism. Such a con-
tention completely overlooks the fact that the people of the United States chose
25 years ago to set up the vast social security administration in an effort to pro-
vide for old-age security. Under the Social Security Act of the present time,
Federal grants are made to the States to meet the cost in part of medical care
needed by persons receiving public assistance. The Forand bill thus is entirely
consistent with the policy and program of the Federal Government as now set
forth in the Social Security Act.

Several of the foregoing arguments have been urged against all forms of and
extensions of social security from the very inception of the social security pro-
gram and are no more applicable now than they were then.

Life magazine, in an editorial rebuts these arguments as follows:
"Another question of principle is whether it is the proper function of a free

government to offer special help to its older citizens. That principle was ac-
cepted when social security itself became effective in 1937. The presjmpl ion
against any extension of Federal activity and expenditure, though Jeffersonl-n
in origin, is now championed, though weakly, by the Republicans, who don't
want to be tagged as enemies of the aged. But an extension of an established
system like social security is not a violation of principle.""

19 Apr. 25, 1960.
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Opponents of the bill also argue that it would burden the younger and produc-
tive members of our society with the costs and expenses of the aged and non-
productive persons. The fact is, of course, that under the Social Security Act,
as it now stands, billions of dollars are being collected annually by the Federal
Government and paid out by the Federal Government to meet the costs and ex-
penses of the aged. No new principle is involved in the further extension which
is provided by the Forand bill which, in essence, would collect additional taxes
and use them for meeting a needed cost which is not now being met.

Obviously, all members of the community must share in the cost of providing
minimal assistance to the aged and the infirm, be this by taxation, charitable
donations or direct payments. The Forand bill would, for a nominal cost of
$12 per each covered person, eliminate this haphazard and costly catch-as-catch-
can method of assistance to the aged and would assure better and more ade-
quate assistance to these persons.

Opponents of the Forand bill argue that voluntary private health insurance
plans are fully capable of meeting the medical needs of the aged. They claim
that 43 percent of our citizens 65 years of age already are covered by health
insurance, the majority of these having acquired such insurance during the past
few years. The Health Insurance Association of America expects this trend to
grow until 75 percent of the aged who need such protection can be covered by
voluntary health insurance by 1965, and 90 percent by 1K70.' Of course, they
do not state how assistance shall be provided to the 57 percent presently not
covered by health insurance or the 25 percent by J965. Even the best of the
voluntary insurance plans have many severe limitations. Premiums cost more
than the contributions required under the Forand bill; benefits for the most
part are less than those provided under the Forand bill; undesirable risks are
excluded from participation; premiums must continue to be paid after retire-
ment and regardless of economic ability.

Prof. Wilbur J. Cohen, in presenting a statement of the American Public Wel-
fare Association to the House Ways and Means Committee, pointed out that
voluntary insurance can at best eventually reach and cover only 70 percent of
the aged, since some 30 percent have either no income at all or so little income
that they could never, without governmental help or subsidy, purchase insur-
ance. Ile pointed out:

"Now the problem is, that voluntary insurance, unless it is either subsidized
or some other method is introduced like requiring the employer to pay it all or
some other manner of financing it over the lifetime, we are going to find that
the lower income people are not going to have voluntary insurance even if we
reach 70 percent as has been predicted. The 30 percent without insurance will
be the people who will have to go on public assistance and this committee will
be financing that cost out of general revenues because you have already com-
nitted yourselves to the principle in the 1950, 1956, and 1958 legislation to pay
part of the medical care that State public assistance agencies now give." 21

Opponents of the bill also claim that the costs of the program would be exces-
sive and would jeopardize the financial stability of the entire social security
system.

The Increase In contributions would yield upwards of $1 billion a year based
upon taxable payrolls of approximately $200 billion a year. The Department
of Health, Education, and Welfare report estimates that hospitalization benefits
of 60 days for the aged and survivors would cost about $900 million in 1960.
Skilled nursing benefits would partly offset the cost of hospital care so that
their net cost is estimated as negligible at the outset. The Department's esti-
mate was that surgical benefits would cost less than $100 million per year for
these same persons."

Secretary Flemming of Health. Education, and Welfare submitted to the
House Ways and Means Committee a memorandum entitled, "Estimated 1960
Costs of H.R. 4700," which stated its estimate at $1.1 billion and stated the
percent of the taxable payroll at 0.53 percent. Tile increase in the payroll tax
and the wage tax of one-fourth of 1 percent each would approximately cover
this cost.

20 See statement of E. J. Faulkner for Health Insurance Association of America, hearings
H.R. 4700. July 18-17, 1959, p p. 434 et seq.

21 Hearings on It.R. 4700, July 18-17, 1959, p. 823.
• HIearlings on H.R. 4700, July 13-17, 1959, p. 23.
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D. The deflciencie8 of the Foeand bill
1. A severe limitation of this bill is the exclusion of general medical services.

The major ailments affecting the aged do not necessarily require surgery, such
as diseases of the heart and blood vessels and nervous system and degenerative
disorders and a wide range of other medical conditions. Even where the in-
dividual requires surgery, he frequently must receive care from a nonsurgical
specialist or general practitioner before or after surgery. Regular medical
supervision and preventive services are essential to minimize or prevent the
impaired health and major disabilities caused by the aging process and chronic
diseases.

Since the underlying purpose of the Forand bill Is the improvement of the
health of the aged and the prepayment of their major medical expenses, the
benefit should also include all doctors' services. The bill should also provide for
nondoctor services such as nursing, whether in the home or private nursing estab-
lishnents, medicines, prosthesis, and dentistry. In particular, the omission of
diagnostic labatory and X-ray procedures for nonhospitalized patients decreases
the medical effectiveness of the program and also encourages unnecessary hos-
pitalization. It is noteworthy that Secretary Flemming has estimated that hos-
pital and surgical costs constitute only 25 to 30 percent of the cost of the whole
program of medical care." Thus, the Forand bill still would leave uncovered al-
most three-fourths of the health costs which must be met.

2. The costs of the bill are financed through an additional payroll and wage
tax. The National Lawyers Guild, as a matter of general policy, favors the
principle that social security should be financed through general revenues,
rather than through the present contributory system of taxes on wages and pay-
rolls. The Forand bill would involve, to some extent, expenditures which are
presently being financed out of general revenues. At the present time, it is esti-
mated that $400 million is being expended by the Federal Government annually
in the grants-in-aid program of the Social Security Act for public assistance to
meet the needs of medical care. Approximately $150 million of this was used
in 1958 to meet medical care needs of aged persons receiving public assistance.
All of this was derived from general revennes.214 If the Forand bill were not
enacted, these public assistance costs would rise and it has been estimated that
they would reach $1 billion over the period of the next 10 years.n The Forand
bill expenditures would thus be substituting for general revenue expenditures.
The financing program would be more equitable if general revenues were the
source of funds; for general revenues are provided by taxes on all incomes
in accordance with ability to pay, whereas social security taxes do not reach
incomes over $4,800.

3. The Forand bill applies only to persons now receiving OASI benefits. Of
the 16 million persons now in the population who are 65 years of age or over,
some 5 million persons are not now receiving OASI benefits. The need of these
persons may well be as great, If not greater than those now receiving OASI belie-
fits. And the Forand bill ought not to exclude them from its benefits.

Il. THE A1c NAMARA BILL

On May 6, 1960, Senator McNamara introduced, with the joint sponsorship of
Senators Kennedy, Clark, Randolph, Symington, Humphrey, Williams of New
Jersey, Magnuson, McGee, Young of Ohio, Douglas, Gruening, Long of Hawaii,
Murray, Hart, and Morse, a bill entitled "Retired Persons' Medical Insurance
Act." 14

The MeNamara bill represents the results of 18 months of study by the Senate
Subcommittee on the Problems of the Aged and Aging, of which Senator Mc-
Namara has been chairman.

The McNamara bill is generally similar to the Forand bill with these important
differences:

(1) Coverage.-Whereas the Forand bill would provide medical care benefits
for all persons who are entitled to receive benefits under the OASI provisions of

23 Report of Secretary of Health Education, and Welfare. See footnote 12, p. 2.
P Report of U.S. Department of health, Education, and Welfare, Social Security Admin-

istration, Division of Program Research on "Public and Private Expenditures for Hospital
Care In the United States, 1953-55, Jan. 8. 1957."

2 Statement of the American Public Welfare Association to the House Ways and Means
Committee. hearings on H.R. 4700, July 1959, p. 326.

2S. 3503.

58387-00- 20
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tih( 'ochi Secil rity Act, in luding Indel'age suirvivors and detIdents, the
,INi(1'allia'll bill beitelits , wol(d be Ilitited to ( )ASi Ieneficiaries whio have "at-
l ineti reliretitent, ag" and "m re ret ired," provided they (a) had total annual
wagi e arnltigs of less thani $2,000, or (b) did not render services for wages of
Ito re than 10,1 anti did not engage In self-enllloynient in at least 3 months of the
year. or (e.) attained the age of 72. Senator McNamara esttlintes that his bill,
on this basis, wouid provide benelits, for some 11.3 million (ASI beeficiaries.

'iTh( MeNiminara bill, however. extends coverage to piersons wh are not entitled
to A).4 I lnelits, again provided tit(,.\ (a) lind total annual wage earnings of
hvss tI an 2,01)), or (i) (id not. rendler services for wages of inore thini $100 and
did not engage iii seIl-ellipoyiient lit ikt least ;3 itonths of the year, or (c) it-
tIlti(l the age of 72. Senator MeNatnra estimates that these coverage pro-
v\islois woul Irov'ide cov'eratge for .1.7 million aged persons who are noW re eiv-
ing old age assistnce but who receive no (ASI benefits, and an adlditloll 1.8
million other retired aged persons, nilen over 65 and women over 62, who re-
ceive neither OASI benefits nor old age assistance, but meet the low-income
reqluirenieints of the bill.

Tn essence, the McNamara bill covers all aged persons who are not working
full title and are retired and who have income of less than $2,000 a year and
without regard to whether or not they receive old-age Insurance or old-age
assistance.

(2) Bent'fits.-The benefits would (over the cost of five categories of serv-
ices and expense: (1) hospital services iffi to 90 days; (2) nursing home
services 11t) to 180 (lays; (3) home health services, such its professional nursing
care i) to 2.10 (lays; (4) certain diagnostic outpatient services; and (5) very
expensive drugs its specified by regulations to be promulgated.

(3) ,ianciani.-The bleneflts to insured persons would be financed in the
samie wty its the Forand bill benefits are financed, i.e., by an increase in payroll
taxes, wage taxes and self-employment taxes. The benefits for the aged who
are not ilxllre(l would comne front general revenues.

Senator McNamara, in his statement accompanyilng the introduction of *ie
Ili1, estillates the total cost "computed as conservatively as possible" at $1,578
million, or $106 per retired person. The benefits to 11.3 million OASI bene-
ficiarles wvoull be financed by a one-fourth of 1 percent increase in the social
security tax on both the employer and employee. Senator McNamara esti-
iates tlt the benefits to 1.7 million old-age assistance recipients would cost

$1,80 million and the benefits to the 1.8 million other aged retired persons would
((st $190 million. Thus. approximately $370 million would have to be derived
from general revenues. However, parlally offsetting the appropriation of $370
million are current Federal expenditures of $238 million for medical care
under old-age assistance or other federally aided programs. Thus, the net
additional cost to the Federal Government would be approximately $132 million.

The McNainara bill would also direct the Secretary of Health, Education,
an11d Welfare to conduct research on the health care of older persons and on
Ilmprovelents in tie quality and efficiency of health services. The bill au-
thorizes tIe Secretary of Health, Education, and Welfare to administer the
alt with tie assistance of a national health service advisory council and to
utilize the services of private nonprofit organizations it administering the
prograill.

C'onimean t
The ease for tIle Forand bill applies as well to the McNamara bill.
,ks to the three deficieneles noted above with respect to the Forand bill, the

MeNatara bill meets some of them.
Thus. the McNamara bill applies to the aged who are not insured under the

Social Security Act, whereas the Forand bill excludes them.
Trhe MeNaniara bill, in its benefit provisions, excludes surgical benefits. The

bill does, however, include other benefits, such as care at home in a supervised
honle health program, diagnostic outpatient services, such as laboratory tests
and X-rays, and a portion of the cost of very expensive drugs. The inclusion
of these benefits is essential to a sound medical program for the aged.- As
was pointed out above, the medical effectiveness of the entire program would
he increased by the diagnostic outpatient services and home care. We do not,
however, believe that surgical benefits should be eliminated, and urge that the
McNamara bill benefits lie further broadened to Include surgical, dental, and
medical services.
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So far as financing Is concerned, the MeNamara bill is subject to the same
criticism as the Forand bill with respect to financing benefits to persons now
insured tinder the OASDI provisions of the Social Security Act. The financing
of benefits to persons not Insured under the OASI provisions of the Social
Security Act front general revenues, is, of course, entirely appropriate.

We believe, too, that the denial of eligibility to OASDI beneficiaries who
earned more than $2,000 in wages or who engaged in self-employment for 3
months in the preceding calendar year is unwarranted. Persons entitled to all
other social security benefits should be entitled, as well, to the medical care
benefits. The hardship involved in the cost of hospital and health care may
bear heavily upon such persons if excluded.

IV. TIE JAVITS BILL

A. Provisions of the Javits bill
On April 7, 1960, Senator Javits for himself, Mr. Cooper, Mr. Case, Mr.

Scott, Mr. Fong, Mr. Alken, Mr. Keating, and Mr. Prouty, introduced a bill to
provide a program of Federal matching grants to the State to enable the
State to provide health insurance for individuals aged 65 or over at subscrip-
tion charges which such individuals can pmy. The bill is known as the Health
Insurance for the Aged Act.2,

Section 2 of the Public Health Service Act is to be amended by inserting at
the end thereof a new title 8, "Health Insurance for the Aged." The bill is
not linked to the social security system. It could potentially reach 16 million
Americans over 65 including 4 to 5 million who are not eligible under social
security. Only those wishing to participate would(l o so.

Under the bill, each State could provide health insurance coverage for all
persons aged 65 or over and their spouses. Cooperative health programs or
private health insurance plans would be the means through which the State
plan would provide broad medical and hospital coverage. The bill would pro-
vide 60 days of full cost, semiprivate hospital care or the equivalent cost care
in a nursing home for the aged and would also cover office visits, laboratory
tests, diagnostic X-rays and procedure, specialist consultations, visiting nurse
in the honm.
Under the bill, monthly subscriptions fees for individuals would range from

50 cents to $13 depending on the subscribers income. The difference between
the total subscription maid by beneficiaries and the full premium costs would
be shared by the State and Federal Government. The Federal contribution
would be bIsed on a formula used in 1111-Burton Hospital Construction Act
under which the Federal Government's share to the States ranges front a maxi-
muin of 75 percent to a minimum of &31/1 percent. Senator Javits estimated
that "based on the likelihood that 70 percent of those eligible would Join the
plan, because tite others are carried now in suitable health plans or other rea-
sons, the etstinmated medium average cost per year of this program to the Federal
Government (based on expected allocation by States) would be about $480
million, to the States $6-10 million, and $400 million to the subscribers." 'l

B. Thi e deficiencies of the Javits bill
1. The Javits bill would set tip an administration separate from and outside

of the social security system, whereas the Forand bill would tttilize the entire
administration of the Social Security Act and merely add an additional benefit
to be administered through tit existing social security system. The Javits
bill wouhl create a new Federal-State administration. This would add to
tite complexities and difliculties and unnecessarily increase costs.

2. The Javits bill depends upon State action. If a State does not set up an
administration and does not approl)riate the moneys necessary, none of its
residents receive any benefit. Ont tle other hand, tle Forand bill, as a Federal
measure, would operate immediately and directly for the benefit of all the
beneficiaries of the existing social security system.

3. The Javits bill coverage is limited to those who are 65 or over or are
married to an individual 65 or over. It would provide subsidies for those aged
persons who obtain insurance. The Forand bill, on the other hand, provides
insurance for tle entire working population.

S. 3350, 80th Cong., 2d sess., introduced Apr. 7, 19060.
Statement of Senator Javits, Thursday, Apr. 7, 1900, as reported in the New York

Times, Apr. 8, 1960.
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4. Under the Javits bill, those who are 05 or over would be paying premiums,
whereas under the Forand bill, those 65 or over would be receiving benefits
with the premnuns (taxes) being paid by the working population and the aged
beneflela ries would pay no premiums.

5. The administration costs of the present social security system are very
low, averaging about 2 percent. It Is the estimate of the Government that
administration costs under the Forand bill would approximate 5 percent. This
is a very mitich smaller cost than the cost of private insurance, which must
cover the costs of sales, collection, and administration.

6. Whereas the Forand bill wouhl spread the costs of the entire insurance
program over the entire working population, the Javits bill would be financed
in part by the premiums of those over 65 who purchase the insurance and in
part front State revenues and in part from Federal revenues.

Several asitects of the Javits bill are considerably more favorable than the
Forand bill. Certainly, the most lmnl)ortant of these is the extension of benefits
to include generally all physicians' services to the aged as well as diagnostic
procedures, home nursing services, etc. The Javits bill requires prenmtiumts
based ul)on the individual's ability to pay starting with a monthly subscrip-
tion rate of 50 cents per month for those earning between $500 and $1.000 (no
premiums collected from those earnings under $500) and rising progressively
to $13 per month for those earning $3,600 per year and over.

V. TIHE ADMINISTRATION'S MEDICARE PROGRAM FOR TIE AGED

In May of 1960, the administration announced Its medicare program for the
aged, which is intended to iteet the needs of the aged for protection against
lomg-ternm illnesses, and meet certain criteria established by the adinitistration
for Federal assistance or participation In this field. Secretary Flenumiing of
Health, Education, and Welfare, on May 4, 1960, appeared before the House
Ways and Meaus Committee and presented the administrations' plan to pro-
vide health and inedical care for the aged. This plan has not been formulated
in terms of a specific bill at this writing (May 24, 1960) and this report is
addressed to the plan as formulated by Secretary Flemming in his formal state-
ment to the committee.

The statement opens with the following significant declaration:
"The executive branch of the Government fully recognizes and accepts the

fact that the Federal Government should act in this field."
The program would be open to all persons aged 65 and over who either did

not pay an incotie tax in the preceding year and/or taxpayers 65 and over
whose adjusted gross income, plus social security, railroad retirement benefits
and veterans' pensions, In the preceding year did not exceed $2,500 or $3,800 for
a couple. Those persons qualified would be entitled to receive benefits if an
enrollment fee of $24 per year had been paid and after they had incurred health
and ttedical expenses of $250, or $400 for a couple. Those on public assistance
would be entitled to benefits without paying the enrollment fee and if the States
paid the initial $250 of expense under their regular public assistance progratus.

The tedlicare program would pay 80 percent (100 percent for public assistance
recipients) of tle cost of comprehensive health and medical services to those
who were eligible to receive same, and where such services were determined to
be medically necessary. These covered services would include hospital care
for 180 days; skilled nursing home care for 3(5 days; organized home care
services for 365 days; surgical procedures; laboratory and X-ray services up
to $200; physicians' services; dental services; prescribe drugs up to $350;
private duty nurses; and physical restoration services.

The plan provides for a continuity of eligibility by the payment of the annual
fee. If the person's income rises above the eligibility maximum, once that
person has qualified on an inconte basis, the fee would be raised on a graduated
basis for each $500 of increase in income until the fee equalled the full per
capita cost of coverage. Each State would provide that an eligible person
could elect to purchase from a private company a major medical expense policy,
50 percent of the cost of which would be paid front the Federal-State matching
funds up to a iaximnumn of $60. The program would be administered by the
States, under a State plan approved by the Department of Health, Education,
and Welfare. The plan would be financed by the Federal Governntent and the
State otn a tnmatching basis. Secretary Flemnitting estimates that the cost of
this plan would be $1.2 billion with the Federal share being estimated at $600
million.
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The administration believes that the following results would be achieved
through the medicare program:

1. It would make participation in such a program optional with the indi-
vidual. It would allow private insurers to continue to develop medical and
health insurance programs for the aged.

2. It would make available a system of comprehensive health and medical
benefits which provide adequate protection against the cost of long-term and
other expensive illnesses.

3. It would divide the cost of such program equitably among the entire
population by providing for financing the Federal share out of general revenues,
contrasted with a payroll tax that places the burden on earnings of working
persons under $4,800.

4. It would relieve the States of the burden of providing extended medical
assistance to a large portion of public assistance recipients and would be
extended to all persons in the lower income brackets, regardless of whether they
happen to be covered by social security or without subjecting the individual to
a detailed or involved income or means test.

The deficiencies of the administration's medicare program are in many
respects similar to those of the Javits bill, in that-

1. The medicare program requires an administration separate from and out-
side of the social security system, which would add to the complexity and
difficulty of such a program and unnecessarily increase costs.

2. The administration's program depends upon State action.
3. The medicare program is limited to those who are over 65, and would

specifically exclude from coverage the survivors and dependents of the persons
who comprise the entire working population. Under the administration's plan,
retired persons would still be required to pay premiums.

4. The administration's program in its benefit provisions is subject to serious
criticism. While, on its face, the 10-point benefit program of the administra-
tion is broader and more comprehensive than the benefit provisions of the
Forand bill, the McNamara bill, and the Javits bill, the administration's pro-
gram, unlike these bills, does not cover the first dollar costs up to a specified
maximum; instead, it is subject to the deduction of the first $250 in costs, which
must be borne by the insured person, and then it covers the excess over $250 to
the extent of 80 percent.

Secretary Flemming, in his statement to the House Ways and Means Com-
mittee, made the following report concerning the estimated health costs of
the aged:

"A 1957-58 study shows that the average annual expenditures of this group
for health and medical expenses was $177, not including nursing home care,
as compared with $84 for the rest of the population. But it is Important to
note that 15 percent of the persons 65 and over, or 2.25 million, had total
medical expenditures, on the average, of $700 per year, not including nursing
home care. The expenditures for this group represented 60 percent of the
total medical care expenditures of the aged. Since 1957, costs for medical care
have increased at least 20 percent. Also, it should be noted that the high
average expenditure for the aged is attributable to the fact that $6,000 is a
conservative estimate of total medical expenditures incurred by persons who
are continuously ill for an entire year."

Clearly, the $250 deductible provision would eliminate average medical ex-
penditures of $177 (1957-58 prices). Thus, the Administration's program is
really not designed to cover average health costs, which the aged would- be
expected to take care of themselves. It is, instead, concerned with heavier costs.
The 15 percent of the aged whose average medical expenses of $700 per year
(1957-58) prices) would be required, on the average, to meet over half of their
average costs out of their income. Such costs would constitute a very heavy
burden on aged persons whose income is low.

VI. THE POSITION OF THE NATIONAL LAWYERS GUILD WITH RESPECT TO THE FORAND,
JAVITS, AND M'NAMARA BILLS, AND THE ADMINISTRATION'S MEDICARE PROGRAM!

The National Lawyers Guild has for 20 years urged the adoption by Congress
of a Federal comprehensive health insurance program providing complete medi-
cal, surgical, and hospitalization insurance for the entire population. The
measures analyzed in this report are concerned with an important part (of the
population, the aged.
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The National Lawyers Guild disapproves the Javits bill and the administra-
tion's medical program, for the reasons set forth above.

Notwithstanding the criticism stated above with respect to the financing and
limitation on benefits of the Forand and McNamara bills, it is the position of
the National Lawyers Guild that the enactment of either the MeNamara bill
or the Forand bill would be so important a forward step in the effort to meet
an urgent health need that the National Lawyers Guild would favor the enact-
nient of either the McNnniara bill or the Forand bill in their present form,
leaving to a later date a further consideration of ways in which the measure
could be expanded and improved.

STATEMENT OF JOSEPH A. SCHAFER, CERTIFIED PUBLIC ACCOUNTANT, TO THE SENATE
COMMITTEE ON FINANCE FOR HEARINGS ON H.R. 12580--SOCIAL SECURITY RE-
VISION BIIL

Having testified before the commitees in past years on some of the short-
comings of our social security system, may I respectfully request that my state-
nient be included in the record of the hearings in order that consideration may
be given to the correction of certain unfavorable situations.

INSURED STATUS REQUIREMENT

Many surviving spouses are denied benefits because of the stringent require-
inent that a certain number of quarters of work must be credited to obtain an
insured status. This is inequitable, discriminatory, and a severe hardship to
the aged. There are many cases where a worker was able to earn five, or four,
or three quarters of coverage, but because of illness or other disability it was
impossible for such a person to acquire additional credit. It therefore is a
certainty that these people will never be able to qualify for benefits of any kind
and they will forever be barred from relief in their old age. This is a grave
injustice to these forgotten people.

It should be realized that the aged who have not completed enough quarters
of coverage could not get a job even if they ever become able to work because
no employer would hire them. At this time we have about 5 percent of our
able workers unemployed. Otherwise, the Government should guarantee the
old people Jobs so that they can qualify for benefits.

Recomnmenadtion: Work requirements should be waived in the case of persons
over 65 years who have not acquired and been credited with an "insured" status.
Cr, they may be permitted to claim a disability status because they really are
unable to work. At the least, they should be allowed to pay the equivalent
social security tax so that they can register as qualified for benefits.

INCREASED COVERAGF---PHIYSIOIANS

The medical profession has been able to stay out of the social security system
on one pretext or another. In effect they have been avoiding the payment of
social security taxes amounting to millions of dollars each year. Over the years
one group after another has been led into the ssytem, and because of that hit
or miss treatment the social security fund has been deprived of billion of dollars.

Doctors need social security no less than other professional groups or self-
employed persons. In a short period of a few months sometime ago several out-
standing leaders (from 35 to 53 years) in the profession of medicine presented
tragic evidence that physicians can die young. These doctors left families be-
hind them, in some cases a wife and four children and aged parents, presumably
not entitled to survivors' benefits. Perhaps that is why both the Philadelphia
County and Pennsylvania State medical societies voted overwhelmingly in favor
of compulsory coverage.

Recommendation: There should be no further delay in bringing physicians
into the social security system. No special group should be permitted to stay out
of the system if it is to operate equitably for all citizens. More than $20 million
per year would be paid into lime fund if 150.000 physicians are incluled.

ADEQUATE BENEFITS

The minimum monthly benefits should be raised to $70 in order that the aged
would receive enough income to provide them with a suitable subsistence. They
should receive enough for them to become consumers and purchasers of goods in
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the quantity that will keep productive processes in motion. That procedure
could be considered insurance against recessions, and the effect would be that
the "aged" market might supplant the "foreign" market we might have difficulty
holding in the future.

Recommendation: Increase the minimum monthly benefit to $70 and also pro-
vide that future benefits be adjusted to conform to any increases in the cost of
living.

MEDICAL SERVICES FOR THE AGED

Every aged person should be entitled to medical services even though they
may not be covered in the social security system. Otherwise, we will have the
same inequities and injustices and hardships that have existed because of the
lack of universal coverage. If all our old people received $70 per month in
benefits, they would be able to pay for their own medical needs, except in certain
severe and chronic illnesses when additional aid would be needed.

Recommendation: The provisions for medical aid under H.R. 12580 are satis-
factory and adequate to prevent hardship cases. It is inconceivable that any
State would not participate in this program.

LIMITATION OF TAX RATE

The maximum social security tax rate should be considered 3 percent, as that
would appear to be the point of diminishing returns, considering all-around
effects. Any shortage in the fund to pay adequate benefits should come from the
general tax funds of the Treasury because the additional benefits paid will gen-
erate additional income and excise taxes to the extent of at least 25 percent.

Recommendation: Do not increase social security tax above 3 percent.

DETROIT, MIcii., June 30, 1960.
HARRY F. BYRD,
Chairman, Senate Finance Committee,
Senate Office Building, Washigton, D.C.:

Would like to appear before committee to testify In support of legislation to
provide health benefits to aged through contributory social security system. If
personal appearance would delay completion of committee work, would you
record in the committee record that I favor adding health benefits to the
OASDI system.

LEONARD S. ROSENFELD,
General Director, Metropolitan Hospital an4a Clinic.

U.S. SENATE,JUnO 28, 1960.
Hn. HARRY F. BYRD,

Chairman, Seniate Finance Committee,
Senate Office Building, IVashington, D.C.

DEAR SENATOR BYRD: The purpose of this letter Is to express my special inter-
est in a small bill which I have cosponsored with Senator Eastland, S. 2903,
which would deem teachers in the State of Mississippi to be employees of the
State for purposes of title I of the Social Security Act.

This legislation is necessary to implement an agreement which hais been
worked out between the State of Mississippi and the Social Security Adminis-
tration to include these deserving State employees under title II of the act.

I have been advised that this bill has the full approval and support of the
Department of Health, Education, and Welfare and the Bureau of the Budget.
I hope that your committee will favorably report S. 2903 or include it as an
amendment to a committee bill.

Your consideration of this request is deeply appreciated, and if you need addi-
tional information, please let me know.

Sincerely yours,
JOHN STENNIS.

[S. 2903, 86th Cong., 2d sess.]
A BILL To deem teachers in the State of Mississippi to be employees of such State for

purposes of title II of the Social Security Act

Be it enacted by the Senate and House of Representatives of the United States
of America It Congress assembled, That for purposes of the agreement under
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section 218 of the Social Security Act entered into by the State of Mississippi
with the Secretary of Health, Education, and Welfare, services of teachers In
such State performed on and after March 1, 1951, and prior to October 1, 1959,
shall be deemed to have been performed by such teachers as employees of the
State. The term "teacher" as used In the preceding sentence means-

(a) Any licensed teacher, librarian, registrar, supervisor, principal, or super-
intenlent, who is principally engaged in any one or any combination of, the
ahove-nmentioned educational and/or administrative capacity ili the public,
elementary, and high schools of this State; and

(b) County superintendent of education, county school supervisor, principal
of any county or municipal public school and the employees in their offices; and

(c) Any licensed teacher engaged in any educational capacity in any day
or night school conducted under the supervision of the State department of
education as a part of the adult education program provided for under the laws
of Mississippi or under the laws of the United States of America.

STATEMENT BY CHIARLES I. SCHOTTLAND, DEAN, FLORENCE IHELLER SCHOOL FOR
ADVANCED STUDIES IN SOCIAL WELFARE, BIANDEIS UNIVERSITY

MNIr. Chairman and members of the committee, I welcome the opportunity
afforded to me by this committee to file a statement of my views on the subject
of medical care for the aged.

By way of identification. I was Commissioner of Social Security from July
1954, having been appointed to that position by President Eisenhower, to Decem-
ber 1959, when I resigned to become dean of the Florence Heller Graduate
School for Advanced Studies in Social Welfare at Brandeis University. Prior
to that time, I was director of the California Department of Social Welfare to
which position I was appointed by the then Governor, Earl Warren.

Since 1927, when I entered the social welfare field, I have frequently been
engaged in programs involving medical care for the aged, and it is out of this
experience and study that I have come to some of the conclusions which I am
setting forth today.

My statement today will be brief because I think both the problem and the
solution can be briefly stated.

THE PROBLEM

The problem is an easily stated one although one of gigantic proportions. The
aged in the United States are increasing rapidly. Today we have 16.0 million
persons over 65. Tomorrow at this time there will be 1,200 more such persons
since that is approximately the daily net increase. But it is not only a question
of large numbers of persons over 65. Because of the improvements in medical
care and in our standards of living, more persons are living to a ripe old age.
Of all persons 65 and over, more than one-third have passed their 75th birth-
day. One in seven is in the eighties, and most of them are women; the women
exceeding the men by nearly 120 to 100. There are, I understand, more than 5,000
persons in the United States over 100 years of age and some of them are actually
working and paying their social security taxes.

With old age have come the usual diseases of age and senility--diseases
which are long in duration and chronic illnesses which frequently required
expensive care in hospitals.

INCOME OF THE AGED

Any casual analysis of the income position of the aged in the United States
reveals the very simple truth that by and large the aged in this country cannot
afford to pay for expensive medical care. Sixteen percent of the aged receive
old-age assistance which means that they meet very strict standards of need.
Another million aged persons are receiving pensions because of the death or
retirement of a Government employee or railroad worker and almost a million
are receiving veterans' pensions because of previous military service. In 1956
and 1957, three-fifths of all people 65 and over had less than $1,000 in money
income. 'lh(, situation today remains substantially the same. Only one-fifth
hadl more than $2.000. Of oli couples with a husband age (15 and over, almost
half had cash incomes of less than $2,000 in 1950. Half of the aged persons
living alone or with nonrclatives had incomes of less than $900. Even this small
income is not reasonably certain since much of what goes into these averages
comes from employment and other sources which decrease as age increases. Al-
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most half (45 percent) of the total income of the aged comes from Income
maintenance programs, primarily social security and other public programs.

The problem is simply stated. When the aged have expensive hospitalization
or nursing home care frequently amounting to as much as $20 to $30 a day or
more, they simply are unable to meet this unusual and expensive medical care
bill. While I was Commissioner of Social Security, the Social Security Admin-
istration conducted a survey of the OASI beneficiaries in 1957. This revealed
that among the aged couples 52 percent had medical bills of more than $200
a year; of the single persons, one-third had medical bills of more than $200.
Relate these figures of medical expenditure to the limited income of the aged
and the problem is clear-the aged in the United States do not have sufficient
income to meet the mounting costs of hospitalization or other long-term care.

THE SOLUTION

What is the solution to the problem? In the United States we have developed
one of the highest standards of medical care In the world. Our physicians, our
dentists, and other members of the healing arts professions have combined to
give us a system of medicine equal to any. We have learned much about the
prevention, diagnosis, and treatment of disease, and I think that the medical
professions and allied medical groups can take just pride in what they have
accomplished, and the contributions they have made to our American society.
But the prevention, diagnosis, and treatment of disease is one thing, and the
economic arrangement under which persons are able to purchase medical care
is another. The former Is the province of the physician and the allied medical
professions. The latter is the problem of all of us.

Medical care today in the United States is just like any other commodity. It
is available to those who have the purchase price. If they do not have the
purchase price, some may obtain such commodity by going on relief.

Now there are only a few alternative methods of obtaining the funds necessary
to purchase medical care. Let me explore with you these several methods.

(1) The individual.-The traditional method of paying for medical care is
that of payment through the individual's resources. For many aged, this can
result in an excellent medical care program. But as already indicated in the few
figures I have presented on the income status of the aged, very few can afford
extensive hospitalization or nursing home care. For the average aged person,
an occasional doctor's bill or dentist's bill or an occasional pair of glasses or
drugs may be met from his Income or other resources. But for the vast
majority the payment of hospital bills or extensive nursing home care is out
of the question. We, therefore, must become reconciled to the fact that pay-
ment of medical bills by the individual will not take care of the rank and file of
aged people.

(2) Voluntary organiZatiois.-A second method of handling the problem would
be through philanthropic medical and social welfare agencies. Private hos-
pitals have provided yeoman service in giving medical care to the indigent of
our country, but they have reached the point where they are no longer able to
serve the increasing aged population. I hope that voluntary effort through
hospitals, social welfare agencies and other such groups will continue, that the
sources of funds for such voluntary effort will increase, and that they will con-
tinue to make their contribution as voluntary agencies to the solution of this
difficult problem. But I think that the representatives of these voluntary agen-
cies engaged in_ medical care would be the first to admit that they are in no
position to make substantial increased contributions to the medical care costs
of the 16 million aged in the United States.

(3) Public a8ss8taice.-A third method of taking care of the problem would
be to provide a very extensive system of public relief or public assistance for
persons who cannot pay the medical care bill. This year, almost a half billion
dollars will be spent by Federal, State and local communities to care for the
medically indigent through public assistance and other programs. Many per-
sons receiving old age assistance are receiving old age assistance almost en-
tirely because of their medical care needs. In other words, were it not for
medical care bills, these aged would be self-supporting or living on their old
age and survivor's insurance benefits. I wonder how many Americans feel that
it is sound practice to force a person to go on public relief in order to receive
medical care. It seems to me that this is unsound in theory and is not in
accordance with American tradition. Furthermore, public assistance is a State
program. In many States, persons without income will not qualify because of
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other assets such as real property. In solnie States, the aged d) not qualify
Iutlil they have heeni inI residence for 5 years: find a variety of other restric-
tions IIakes it impractical to think of ptilic assistance us an answer to tile
ptrobdleml.

(4) i'oluntary ihuran'(e.--Allther approach to the lroblein wouhi be through
volinitary insurance. There is no (uestion that voluntary Insurance for tile
aged as niad tremendous progress li the United States. The voluntary lIre-
payllielt of hioslal tind Illedi4.al costs has won widle acc.lace and to(lay, so1e
72 percent of thl' total plaoliihtioni are covered by some forn of hospitalization
insurance. I believe that the insurance industry has made a yeoman effort
t # lake a .mnlt ribltlon to the solution of tie problem of costs of nledical care
lluiiiiiig tie aged. I ll lit past few years th(1 iel'entage of aged with sofie
form of inedical insurance( hits risen rapidly. lii tl 1t- 1957 survey previl.s-ly
men~itioned( 4i3 pcent bad softe lnsIlralve prlotec'tionl and todlay it is plroblably

itl -lt.18 ler'enit.
Thellre is no questions III lily mind that volunntary Insurance (-.aail ltke till (,veoil

bigger voil illin lil (4) t Io iroblemn fnd lh't it will continue to (1d) so. There
is 'also 111) queiohn ill Illy ulind (bat it cannot| be tile answer to tihe total prob-

hI if iiilli(al care for the aged. The reasons will be presented to this com-
til 'e by otler. find it is iiot necessary to labor then here. The high cost of

inledial care for tile aged; the fact that nmany aged will not be able to afford
tile p'eiiuuiis; ilile fact that liiany aged are suc.h poor risks that the plreiiitulns
woulh le very high ; the numerous exclusions: the Inability of many voluntary
inlsuran(e lprogranlls to carry lpersolls lilt() their eiglics find nlinelivs--l(se

find linly other factors nilitate against ally voluntary insurance lirograiln lro-
viding comlrehensive inedical care coverage for the aged. Furtlerlliore, volun-
tary insurance cannot finance, without extremely higher premihuns tile many
milliols already aged and received medical car(.

(5) Grants-in-aid to assist the fledically ncede!.-Now before this couinittee
are it variety of proposals for grants-lu-aid to the States to assist aged wilo
may not qualify for old age assistance but wlhose linonil is sufficient to pay
foi' Inedidal care. Presumably tile States wolild altch Federal grants with
Stlat and/or local funds. establish eligibility standards niore liberal than those
alpplying to ol age assistance, and set forth tile type of iledical care programs
to lit' providedl.

It Is ly considered opinion that such grant-in-aid proposals make little con-
tibultion to it solution of this vexing problem of medical care for the aged.
Many States do not even have a medical lirograin for old age assistatnce revipl-
elnts. or If they do It Is very meager 1and Inadequate. If these States will not
establislt i prograin for tieir most needy, it is not likely tlat they will do so for
those whose income Is high enough to disqualify them for ol age assistance.
Flrtlierniore, suth proposals proceed In tile wrong direction. Our efforts sholld
be directed to helplng people out of their distress; not In devising new programs
to hell them il l distress oil the basis of a means test. These proposals are noth-
Ing more than another relief 1rogran, setting forth a means test to apply to per-
sons who to not need or desire relief. Should we foster a program which forces
elderly people to undergo a means test because they cannot afford expensive filed-
teal care? I do not believe this can ever lie a satisfactory solution. It Is un-
netessary, undignifed. contrary to those values which we hold so dearly as
Aillericais, and ill tile last analysis, It will not work. Even sonto of tie propo-
nents of su('h grant-in-aid. iodlifled-nians-test liroposals concede that many
Stales will not lt interested in adopting It.

The various modiflcatios Ii'oliosed to these five niethodq likewise will not
solve til le'ldll-public subsidy to voluntary insurance plans, grants to hos-
iltals for various services-tlese and many other proposals are stol)-gap imeas-

ures wlill do not offer satisfactory solutions.
(G) .Social in.4urancc.-It seems to me that tile solution to tills prohleiu Is

clear. W' have developed ill the 'nitcdt States a iiethod of Insurig against
widespread social risks. We have insured against industrial accident thrliugh
workien's liilliensat lill: we ltve insured against old age through old age. sur-
vivor's aind disability iiisti'raice: we have Insured against total and liernilent
disability through tills system. and we have Insured against the contingency of
(]cath of tile wage elrniler. We have also insured against the contingency of tu-
Piii ployminlit througlh uinlil)loyient Insurance. In four States lI the Union, we
have Insured against temporary disability or sickness. All of lhese have lieen
done through the iie'liisim of social InSllranCe.
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The social security program has become thoroughly accepted by tile rank and
file of the people of this country as it has by tile rank and tile of tie people of
practically every western industrialized country in the world. It is a sound
method of Insuring against certain risks and it is in the tradition of American
values in that it provides for saving during a person's working and productive
years so that when the contingency insured against arises, the person will be
able to take care of his problems.

A number of proposals in bills before this Congress embody medical care pro-
granis based upon this principle of social insurance. The use of the social insur-
ance mechanism provides an opportunity through a relatively small layroll tax
(a tax which I believe the American people are willing to pay) to finance the
program contemplated.

I am not impressed with many of the arguments against the proposals to
finance medical care for the aged through social insurance. The charge of social-
Ized medicine is not a valid one. The use of the social insurance principle to
provide economic arrangements under which medical care bills will be paid has
nothing to do with socialized medicine. There is no proposal here for the estab-
lishmnent of Government hospitals or doctors employed by time Government to
treat patients. There is nothing here to disturb the traditional patlent-physciau
relationship. When workmen's compensation was first introduced into the
united States, the same arguments were used against it as are now used against
these present proposals. It was said at that time that it would destroy the l)hy-
sician-latlent relationship and introduce socialized medicine into this country.
Certainly, this has not occurred Iecause of workmnen's compensation. What is
occurred is that workmen's compensation has made it possible for the injured
workmen to obtain medical care and for the employer to be safeguarded from
suits for injuries on the job. in the four States that provide benefits for tem-
porary disability--namely, New York, Rhode Island, New Jersey, and Califor-
nia-such program has not eonstitutedi any threat to the traditional American
system of medical practice.

As a matter of fact, the use of the social Insurance mechanism would not pre-
vent the Secretary of Health, Education, and Welfare from developing arrange-
ments with existing organizations such as Blue Cross or with existing hospitals
to pay for the cost of inedl(al care to such hospitals in exactly the same way
that Blue Cross now reimburses such hospitals.

CONCLUSiON

Ini my experience I have run across numerous tragedies among the aged
because of the high cost of medical care. I have seen persons who saved for
their old age, who owned their hones and had substantial assets, reduced to
destitution because of prolonged Illness; I have seen persons go on relief who
bad always been self-supporting until they reached their seventies and eighties
and medical costs forced them to seek public assistance. I do not believe that a
society such as ours, conscious of Its medical needs, cannot afford good medical
care without such hardship and humiliation. In the distant past, men fre-
quently resigned themselves to such a situation. But today our people have
made the discovery that there Is a way to insure against various social risks;
namely, through tile device of social insurance-a device that is now keeping
millions of Americans from the hardships and poverty which otherwise would
lve commie because of unemployment, old age, death of tile wage earner, dis-
ability or Industrial accidents. The problems of medical car(- for time aged are
national problems In which all citizens have all Interest. Tile Congress has It
tnI Its power to make a contribution to the solution of the financial aspects of
these problems through financing a program in the same manner now used to
finance cash benefits to the unemployed, aged, widows, surviving children, and
disabled. The machinery of social insurance ires )roved successful andl has
been administered soundly, efficiently, and economically In connection with old-
age, survivor's, and disability Insurance. In other democratic and free coun-
tries, the extension of tlis principle to medical care hias been found successful.
It does not involve any fundamental change in the physiclan-pattent relation-
shil1. It would be the beginning of a solution to this very vexing prol)lel, and
I respectfully express the hope that tie members of this committee, after due
deliberation and the weighing of all of the testimony and evidence, will give to
this approach to tie solution'of tile medical care problems of tlhe aged, tile same
favorable consideration which they have given to other social Insurance pro-
grams which have been approved by this Finance Committee of the Senate of
the United States.
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U.S. SENATE, June 28, 1960.
1Io1. HARRY F. BYRD,
Chairman, Finance U ommittcc,
U.S. S nate, lVa.9hington, D.C.

1)AR SENATOR ItBYRD: Permit me to submit for your consideration the attached
communications which have come to me from the public employ(-s retirement
system of Ohio with reference to H1.R. 12580, the omnibus social security bill
which Is presently pending before your committee.

You will note that concern Is expressed over the possible amending of the bill
In your committee to permit what is known as the divisional method of voting
on social security.

Interest is also expressed in the passage of an amendment which would pro-
vide that at the ol)tion of the public employee who is covered by a statewide re-
tirement system, but not covered by social security, he could secure such social
security coverage as If he were a self-employed person.

I hope your committee will give careful consideration to the views expressed
by the public employees retirement system of Ohio when this legislation comes
up for official action.

With kindest regards, I remain,
Sincerely yours,

FRALNK J. LIRUCHE.

PUBLIC E.MIPLOYEES RETIItEMENT SYSTEM OF OIIO,
Coltmbu., June 16, 1960.

Mr. RAY M. WHITE,
Secretary to Scnator Frank J. Lausche,
,ei4cnate Oftice Building, lVashington, D.C.

E)I:AR RAY: It was g0( to see you ii(l .Toe oil June 3. Too, I want to express
to both of you again my appreciation for seeing ine even though I had not had
an opportunity to ask for an appointment.

Incidentally, through the assistance of some of our friends over in the House
we were successful in having deleted from the pending social security legisla-
tion (it, amendment which was so objectioiable to our people and to public eii-
ployees in several other States, part icularly Illinois, Colorado, and California.
The amendment was another "back door" attempt by the social security staff anld
a small minority group in these States, Including Ohio, to slip social security
coverage in for a handful of public employees over the objection of the over-
wheining majority.

Here is how it would have worked. It Is known as the "divisional" method
of voting on social security. The explanation (by the prol)onents) sounds fair
enough-but. It goes like this-all public employees in a given State (any of
the 50) would be given an opportunity to vote on social security coverage and
those who want it get It and those who don't stay In the local retirement sys-
tem. This Is the fair-sounding part. But-If there are 156,000 public employees
In'the State (as there are In PERS In Ohio) 1,000 or 100, or theoretically Just
1 affirmative vote coul( affect the future equity of the other 155,000 plus. Why?
Because the Joker is that while currently only the 1,000 or 100 or 1 who voted for
social security coverage wouhl le covered, however the social security law
woulh bind all future entrants into social security Instead of Into PERS. Conse-
quently, In future years fewer and fewer employees would be covered by PERS
anid more and more eilioyees would bI covered by social security. Too, more
and more (as the rates advance all(1d as nore employees are covered) of the
eml)loyers' payments would go to social security inisteal of to our system.

The only possible end result would 1)e an ever-increasing weakening of our
financial struc-ture and tie complete loss of our greatest asset, actuarial soun(d-
iiess. The only offset to this destruction would have been to sock the taxpayers
of Ohio some $15 million per year (currently-in 1969 or sooner if the rates
advance, as most certainly they will, the cost would be above $22 million) by
adding social security coverage on and above the present PERS plan. Not
only that but. if it wais ad(led for outr people the school teachers and school
employees ia Ohio would demand equal benefits and boom, the cost would
double.

So, I think you and Joe and the Senator can understand why we were so intent
on eliminating the cancer in the House. Undoubtedly we will have to guard
against the reinsertion of the amendment Ii the Senate Finance Committee
when the bill gets over there.

Yours very truly,
FRlED L. SCHINEIDER.
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PUBLIC EMPLOYEES RmIREMENT SYSTEM,
olunbis, Ohio, June 16, 1960.

Supplemental Memo No. 1.
To: Mr. Ray Al. White.

As I explained to you and Mr. Scanlon in your office on .Tune 3 we (the three
State retirement systems-Teachers, School Employces and Public Employees-
here inI Ohio) together with large groups of public employees in other States are
interested in one phase of social security legislation. We feel an amendment
inserted in II.R. 12580 (the omnibus social security bill which in some form now
seems certain of passage at the current session of Congress) in section'218(d)
would provide an equitable and working solution to the problem of social security
coverage for public employees, which has been with us in almost every session
of Congress since 1945.

This amendment simply would provide that at the option of the public em-
ployee who is covered by a statewide retirement system but not covered by social
security could secure such social security coverage as if he were a self-employed
person. This would mean two things:

First-That only those who were interested would apply for coverage and would
pay both the employee and the employer cost. Just as lie would if lie wanted to
go out and buy an annuity.

Second-That the employer would not be saddled with this extra and ever
increasing cost. Nor would the actuarial soundness of the System and the equity
of the thousands of members be threatened.

Now, we know the Social Security staff will cry discrimination and malarky
about unfair selection. I say "malarky" because if ever there Is "unfair selec-
tion" the "divisional" voting proposal is exhibit A. Too, the history of social
security legislation is full of far worse examples of adverse selection.

As I am certain you understand we shall hope to get the amendment to per-
mit public employees to be considered as self-employed for social security cover-
age purposes included In H.R. 12580 when it is up for consideration by the Senate
Finance Committee. At that time we hope you and Senator Lausche will sup-
port and guhle our actions.

III order to give you some further assurance that there is substantial support
for this self-employed status amendment I am attaching a photocopy of a resolu-
tion passed on June 4 by the National Conference on Public Employees Retire-
ment at its annual Conference at the Manger Hamilton Hotel, Washington, D.C.
Membership in the National Conference includes the retirement administrators of
public employees In more than 40 of the States.

Cordially yours,
FRED.

NATIONAL AssoCIATION OF STATE RETIREMENT ADMINISTRATORS

As you can see here is a national organization which is the largest group of
retirement systems interested in the two phases of the Social Security Act men-
tioned in my letter.

COMMERCE & INDUSTRY AssOCIATION OF NEw YORK, INO.,
New York, N.Y., June 29, 1960.

lon. HARRY F. BYRD,
Chairman, Senate Finance Committeo,
Senate Office Buildng,
Vashington, D.C.

DEAR SENATOR BYRD: Yesterday we sent you Lhe following telegram on H.R.
12580 because reports indicated your committee wa;i considering this legislation
only in executive session:

"Although we are not in accord with every provision of H.R. 12580, as passed
by thte House of Representatives, we favor on balance enactment of this legis-
lation. We remain, however, unalterably opposed to a compulsory medical care
program of the Forand type."

Since public hearings now are planned, we respectfully request that the fol-
lowing additional views of (his association on this important subject be placed
in the record for consideration by your committee.

As has been st-ated, we favor on balance II.R. 12580 as passed by the House.
We are firmly opposed, however, to mandatory legislation, financed through
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an increase in social security taxes, providing medical care for the aged. Our
reasons follow:

Mandatory health insurance would not bring about an increase in either the
quality or the quantity of medical care now available. The threat of regulated
medicine Inherent in such legislation would discourage promising candidates
from preparing for the medical profession, thereby aggravating the shortage of
doctors and slackening the advances that have been so characteristic of free
medicine.

Einpliasis has been placed upon the high cost of medical care and the small
cash income of the aged. Actually low cash income alone does not necessarily
prove Inability to pay. A 1957 survey by the Health Insurance Foundation
Indicated 88 percent of the aged reported that they could pay a medical bill
of $500. In1 the same year, half of the OASI beneficiaries had medical ex-
penses of less than $100 and 88 percet.ess.thAti $500.

Furthermore, the number of fid-ieople who lhAe-rsources to meet their
medical expenses Is Increaslpg'by reason of the ever-expfibd'p g voluntary medi-
cal care plans for the q,6d which are provided by Blue Or"ss-Blue Shield,
Individual and group ipjurance policies of private companies aI group prac-
tice plans. With so uIfiny able to take care pf'their own requirement it seems

unnecessary a1( wanseful to provide benefits for all i"egagrdless of need.\
Few realize the amount of nedichl ( re oA the aged Iow financed bY various

levels of govern uent. The )?ederal- tate a§sistance,prograni, hospit 1 care
paid for by Stae and local governmeI ts outqlde tile' assistance progra'n, the
Veterans' AdinhIstration ifiedical i !ro~ram.aiiU0-th6 medicay'"pense ded ction
under the Fed* ral income tax law..c1rr6ntly b'niefit 5 ni1 llon, agedt at a \total
annual cost oI $900 million. When Wedi the free care pro~lded by d tors
and various qharltles, it Is hard to (I1 ve that thet-e avO many aged who eed
inedical care hey canno .o tain, \

As many Q alifled actuaieffis h stl460, the Flrd4d or similar type ills
proposing an increase Iut soclal-secorit" taXesq-j n t4 employers and euuplo. ees
appear not b have adcjtely Ju1d the cqIS o vices to be provided, en
In the first ..Nlear of ope qit On btedlk' tiegq/costs would Increase ub-
stantially wit I the pass ge of t$ ie\becaus4 (a) t gre-%iuld be more eli Ible
OASi recipients and (b the freet hospitl-.k.ervice woul In-
crease its use, often as acorlvenience ratxer.,than 'is a necess ty amon aged
persons. Experience in Canada and B dtuln Ind ites that )ftilization rates
might increase b 50 to (10 percent. .1ittherlore, a y prograln of heal fi bene-
fits for all social securityy beneifrtiries will e'ptail, o necswity, subst)t tal In-
creased taxes on /tlve employes. How oug will ' ,aicLe employees be will-
Ing to carry such an lqreasing tax'ifrden? __ )//

Finally, we believe tlit the OASI program should not provjde services-
that the individual should be left free to apportion his own rqa6urces between
food, clothing, shelter, nme'dial care and other requlremeiltK'. In our system
of individual freedom of the " ltIzens to determine hiso%.oVh econmulc welfare,
the Government should provide aitstance, 9ily,.wher6 d'emonstr g 1pdIvIdual
need makes help imperative. In those instances where the ail, Ildividual
linds himself inI need, the Federal-State assistance program wilV1-e0ie to his
aid.

If medical care Is made "free" for any age segment of the population, we
will have taken a significant and irreversible step toward similar medical care
for the entire population. Government management of the financing of media.
cal care, no matter what name may be given to the scheme, Is In fact a long
step toward socialism Itself.

Accordingly, Comnmerce and Industry Association strongly urges that no
affirmative action be taken on any mandatory health insurance legislation but
that 1.it. 12580 as passed by the House of Representatives be enacted.

Sincerely yours,
RALPmI C. CROSS, General Manager.
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CLARKSBIURG, W. VA., Aliarch. 17, 1960.
Re the Forand bill (H.R. 4700).
lon. HARRY FLOOD BYRD,
Chairman, Senate Finance Committee,
Senate Office Building, Washington, D.C.

HONORABLE SIR: You now have before you the controversial Forand bill and I
would like to, if I may, call your attention to a few facts with which, no doubt,
you may already be familiar.

The annual income of the Nation's older population, those 65 and over, has in-
creased by at least $0 billion in the aggregate since the midlifties to the neigh-
borhood of $30 billion, a rate of growth in keeping with the general rise and
income levels and the progress of the economy during this period. There are
some 15 million persons 05 and over as against 13,., million In 1954.

I am approaching retirement and, in fact, in about 2 more years will be eligible
for retirement and during my lifetime I should have been able to save a sub-
stantial amount of money for retirement but because of the confiscatory taxing
situation which the American public has forced upon them by the politicians,
I ama unable to retire when I should be enjoying the sunset years of life.

Now we have another bill before us (11.R. 4700) which will only burden the
American tax people with further unnecessary taxes.

Here's a segment of the population with income of $30 billion and the politi-
cians in Washington want us to further augment that income by furnishing them
with free hospitalization, medical, nursing home, and surgical benefits. My ques-
tion is this: Why should one segment of the population be subsidized at the ex-
pense of the m st of the population, and in connection with that, I'm now thinking,
not only of this legislation, but also the farm subsidies which, is my estimation,
is a crime and a disgrace..

The income figures in connection with those over 65 disclose an outstanding
area of growth in the classification of pension plais and individual annuities.
Annual benefits paid under these programs, insured and not insured combined,
almost doubled in the 1954-58 period, rising from approximately $800 million in
1954 to an estimated $11/2 billion in 1958. The number of pensioners (15 and over
under private plans was around 11/, million In 1958.

Public programs backed by the taxing power also experienced a marked growth
in the 1954-58 period. Benefits under these programs increased from $5.9 billion
in 1954 to a range of $10.5*billion to $11 billion in 1958. The major element Is
old-ago and survivors benefits, representing about three-fifths of tie total. Tile
other programs are railroad retirement, government employees retirement, vet-
erans programs, and public assistance.

Individual savings and investment programs are contributing a lar.e suni to
the income of the 05-and-over group. The 1959 total here was est'mnafed at a
range of $3.5 billion to as hight as $8 billion from interest, dividends, rents, and
so forth, as compared with under $4 billion in 1954.

''lip Amerienn taxpayers are presently committed to expend(ures of over $1
trillion. One-fourth of the total, or upward of $250 billion, is marked for pay-
ment of the present social security obligations. The fastest growing item Iui
leaerai spienamng is not defense but social welfare programs which have been
increasing at the rate of $1 billion a year since 1953.

Federal welfare spending will amount to more than $20 billion during the next
fiscal year. For the year ending June :0, 1958, special welfare expenditures at
all levels of government amounted to $44 billion, 10 percent of the national
output.

I'm of the old school. I believe the peol)le should support the Government
and not the Government the people.

Another point that I would like to make is the fact that this proposal to raise
social security benefits would put an unfair tax burden on wage earners, and
ultimately would reduce American's power to advanced living standards for
everyone. Frankly, I do not believe that these over-age-65 people need aid and
assistance from the U.S. Government. Tiey are, of course. indigents. We will
always have indigents in our population, and they are being taken care of by
the States, counties, and cities to tie tune of many billions of dollars every year.

There's no doubt in my mind but what the Forand bill. If passed, will simply
be an opening wedge or crack in tie door for eventual socialized medicine.

We hear on every hand about creeping so(ialisn. In my opinion, it is no longer
creeping, it has now reached a gallop till(] apparently the two ol parties, the
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I)einot-rat and Iepublicani are trying to outdo each other in giving away their
Anteri.a tanxliyers' hard-earneidollars.

Summing this uip you can only reach one conclusion and that is the fact that
the pfliti'llns In Wai4hington na', indlireetly trying to buy votes with these hand-
outs and what t shanmeflil and shocking situation where the Senate and Con-
gress are trying to ierietuate themselves in office at the expense of tite taxpayer
and also with the pomssibility by adding these burdens to the Social Security Act
nmay eventually cause its ('oinidett collapse.

I wonder If the Senate anuud the Congress of the United States realize that in
10 more years without any additional burdens bt(ing placed on the workers of
this country, they and their emplyers wilt be paying 9 percent of the total
wages earmd simply to keep social security i the black. Whmen we start adding
suh hills as the 11.1t. .1700 and 200 or 300 others which are floating around the
Senate and Hoeuse floors to this already Ataggerlux take from tile taxpayer you
can readily see that iln anth6"t 10 or 20 years we hiaty be paying its much its
15 to 25 percent to the sotla1 security fund.

We earine-stly solicit, yotur good help in defeating tis class d1, gslation.
Very truly y TdrsSTU

.S. P'ANK STOUT.
• 'N

OusAND CUiLDR's AID Sov0XrY
"" lrooklyi, \N.Y., JUneiX.c, 1960.

Senator IIAtY F. BYnm), " , ,OJ 1
Chairman, l'matte Finaneo cOmmitpq,.
scautc Ol/7, Imllutilng, Ival ol D.O " ,

)EAR -4 NATOR BitRD: We are vtIo'ng to exprest4 ov strong conviction t at any
legislation for the Inwiuson of halt honvflts for t aged be Ilacorporate within
the exist iag fraum+ork of. the .4$4aL i4ocurity ct's.-Old-Age, Survivo s, and
DisabilitO lusurance system. , n o itoc

Any oilier arrangement seetoa to us to be (an eful and In the long eon willdefeat the'objectives of such legislation. /,.

We would appreciate your. nc~rporating our ftaterent. n the office record
of any hearing on thenatter that the Sente' F ance Comtittee may hold.

Sincerely yours,' . /\ .- "\ \ FitUDgurbiK I. DAN kLS,
\" .. ..... _\} \_.../BRoutivolDirector. i~

AMEaTOAN HOSPITAL As iAT1ON,
Washington, D.Oi'June 21, 1960.

lion. IIARRY FLOOD B , /
Chairman, Senato Flnani6 committee,
Senate Ol1cc Building, 1Va7W*Uqon, D.O. ...-

DHAR SINATOn IYRD: We are contticred "tt1out the provisidprU H.R. 12580
which would remove the exemption of medical Internms from tbe1rovlelons of
the Soclal Security Act. As you know, there were no hearings on this bill in
the House, and so far as we are aware there has beetA no consideration of the
fact that such Interns are primarily students. The proposed coverage of self-
employed physicians is not, we believe, sufficient reason to extend such coverage
back Into the educational period which precedes active practice -which in many
States, Indeed, is a prerequisite to licensure to practice.

Much effort has been devoted to maintaining and developing internship pro-
grams as a part of the educational process, with the American Medical Associa-
tion prescribing educational standards as a condition for its approval of
Internships. Though admittedly there is an element of service In the approved
Internship, we believe it is and should be wholly incidental to the educational
aspets. The internship is the period in a physician's education when he re-
celves his baste instruction In tIttlent care; It Is an indispensable part of his
education and of his preparation for practice. We believe that denominating
this period as primarily one of employment, and subjecting the small stipend
to an employment tax would Jeopardize the educational focus which we think
Is so Important to maintain.

We would accordingly urge the deletion of subsections (c) and (g) of section
104 of H.R. 12580 (p. 46, lines 5 and 6, and p. 47, lines 21 and 22, of the bill as
Introduced).

Sincerely yours,
KENNETI! WILLIAMSON, Associate Director.
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AUMRICAN 11oSPITAL ASSOCIATION,
lVushingtoti, D.C., June 29, 1960.

Ion. HARRY FLOOD BYRD,
Chairman, Scnate Finance Committee,
Senate Oflice Building, Wahitigion, D.C.

D)EAR SENATOR BYRD: Thank you for your acknowledgment of my letter to
you of June 21 It regard to II.R. 12580 and the particular provisions of that
bill which would renove the exemption of medical Interns front OASI)I cover-
age. I reiterate our hope that your committee will delete these provisions from
the bill.
There is one other provision of this bill upon which we would like to com-

ment. This is title VI entitled "Medical Services for the Aged."
This provision is in accord with two prnlples long advocated by this as-

sociation. The first of these is the earmarkihg of funds to be spent for health
services to needy groups, through the method of vendor payments, so that such
funds are not administered in competition with funds nmeded to meet the other
necessities of life of such persons. We believe that this approach Is likely to
improve health planning for the recipients and will prove an Important mealn
of encouraging even greater responsibility on the part of the State and local
health agencies in relation to the services to be provided. Thus, improvement
it the quality of care rendered should result.

This association has alm loug advocated that recognition be given to the
nieed for financial assistance in ineeting the health (are costs of many individuals
who do not need assistAnce for their normal expenses of living. This refers
to the group usually called the medically Indigent. We are pleased that the
bill also would provide further Federal matching to States which improve their
health care programs for the indigent aged.
We believe that title VI of 11.1t. 12580 would further encourage States to

develop programs making health services available to the medically indigent as
well as the indigent among the aged.

We would appreciate your including this letter iti tile record of your hearings
on the bill.

Sincerely yours,
KENNE:TMr VIII.xAMHON, A88ocla te DIrcetor.

AMIRICANH FOR I)MOCRATIC ACTION,
Washinyto, D.C., Jue 27, 1960.

lion. HARRY FLOOD BYRD,
Senate Ouice Building,
Washington, D.C.

D.AR SENATOR BYRD: We write In support of legislation which would utilize the
social security system to provide medical Insurance for the uged-the principle
contained in 1.it. 4700, sponsored by Representative Forand, and S. t,503, spon.
sored by Senator McNamara.

As a group of physicians, our support for the Forand bill Is dictated by a
belief that social insurance against the costs of Illness Is in the best Interests of
the patient and the medical profession, as well as the Nation.

The facts about the Inadequate Income and huge medical needs of older people
have been presented In detail to congressional committees and are well enough
known not to need repetition here. It is equally clear that private insurance
plans are not, and cannot be, sufficient to meet tile requirements of older people
as a group. We have had enough experience with these plans to know that the
"poor risk" designation of this group leads Inevitably to inadequate coverage,
exorbitant premiums, cancellation of insurance, or a combination of all three.

The medical and hospital costs of older people can be made self-supportlng
only If they can be averaged out by level premiums over the adult lives of the
Insured find the risk distributed as widely its possible. For such a lpuripse, the
OASI)I system is uniquely ,ultable. Use of the social security system Is fair and
equitable because no person can claim Immunity from the need for protection
against the Infirmities of age, illness, and loss of Income.

Legislation proposed by the administration, Senator Javits, and others as an
alternative to the Forand approach is Inadequate. and Impracticable. These
measures would impose a means test as a prerequisite for coverage and would
place a large finaneing burden on States unable to meet It. The difficulties

58387-0----2T
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impsd( by widely disliersed private administration of ili(- phln ail th lie ud to
negotiate( contracts within it altitude (if Iiislirinne (Irriers a re overwiltihlng
and141 ineceI (S1iry.

,%.4 14iy8i(-iil|11, we approach this as 1i problem of Iiaialth. Tilt, prince object.
tive of ii Iealthi proVgrin for :liy ' l rt of tlile poipltiotto is to keep pieopl'e Well,
out of thell hospital, ii(il to Ineet their nielicaIl need(Ns fully uIs Ihey IIrise. iUn(der
jires(-i't colldlitio (ll if iiecth,(', pali telits oftei receive( It('lit ion ily iti eiiergenicies
wh(,n inedihvid trvinenlt Iliv pl're hleast, effective aind tilt, urinIpoll thet

resources of liositals Is a Serai. s threat to the quality andiul availability of
ieedel services.

li tiIs reset. th(, hiosplhi coverage provlideld ly the Foranld bill, while per-
hn1 11it icessiir3 flrst step, is by lo IIIillS fill adeqiiate solution. If the elapla-
sis i.S to )(! 1111011 rvlit enedleluie. it workalile l'ogramin requires ( , lie cl uslon
of oltptlmiit as well .s Inlpatilent Services, Iuisi.ti, tilt(] pes)olnal services ill tile
hoe find mIei sI.1res for relhabillitation. Silntor MeNu inu111111's bill. whc'lh l llces
niore emphasis oil preventive inedlhie, thuls Is to he prefelreml. lIve.ti eat lit
sucli i irogrmn would lie- 1nio th1an111 repaild ln Its cont rllbution to the health and
huimilan resources of the Nation.

We wolnoii liea ,'orit nd-M.Nlrl 1 111 V niuSui reS t .isell IIh'st stIll ) Ill Meetnlg
I pIVal)iiOult proli Of our soeii(hlv, iiii(I we urge you it work fir tilm r wis-
sage. Ve feel 'onfident that ('ogress will not pernit Itself to he Iimmobillzed
by slognis whihhl were oitdt(liu ted whl solial severity hecainie :I faict i quarter'
of it (°emllry ago.

SInerely youtli'.,
lerhert K. Ahirammus. M.1)., Medi('al DIre''tor. n'mion IT-I h Sei'vlce,

In.. ('i.chhago, Ill. : Hl M. Ilestoine, 31.1).. N(-% York. NY: M1forris
Brand. M.D., Medle. (11 rector. Shi(y 11111iln1n Itllt h enterte,
New York, N.Y.; Alin Alt. Butler, M.D.. Pf'lef'ssoir (f 'edlit rh'.,
I [a rva rd Med il-1 Shilool. ('hhle of Chli'drenl's Medh'll Se'vi'e,
Iffssi clillset ts (llevrll IHosp11tall. Bo0ston. 3lISS. : hNlltll M. Eliot,
M.D., professor (If Maternal and C(Chld Hlllth. ]Elnierlta, Harvard
Seloo(Ifl 'fmliI0, IIh.,II. ('anllirlige, Mu 1.. : P'nnk P. l'irstemlherg,
M.1 ., li'l le 111 rector. )lut llt lent I! -p t Irlelit, Siiiii IIoslIt li of
Balt nimore, Md.; Palner 1!. Futchier. 31.1)., Blltinore. Md.:
Franlmz (oldiia i, 31.)., Asso'iatIe Professoi of Iledleal (are,
1mef-ritt. Ib lrva rd School of iull, lc It lll, New York, N.Y.:
Alan F. (Git nacher, 1.1).. Oistet rhlhln & (yneeologisln-Chief,
lie 31oulnt Sim1I Io.slitll, New York : .infred (iatti lcher, M.).,

('hlf 'sylhlit rlt. Suprellie (ollrl lilch. IIhItl0ire. 31d. : I'lrsulla
11. 1Mler, M.)., ('lllef, l)e lirOnent of (vieni'ral Irnl.tice. WOmuia n's
lHospihtll, 11iilldelhdli. 'a.: Phll1lp 31. Leo('nil)te. .1I)., Path-
ologist. Vtimimlkner lIlosplll. (ilnlin.li As.AshIant IP'ofessor.li, iHrvard
Medliil Schlool. Bostoi, Mlss.: TouIl Le'ter, M.D., ('hlef of Medli-

ipe, lMoit('flore I hospItall. New York, N.Y.: Edwtrd ('. 3lMzilte,
M.1)., President, Nationail MIedicaI Assol t ilolln, Wilshingtoln. D..
ItaiynIiold '. 3l'K1iy. 31.1.. Associate Clhiileil professorr of AIedl-
(ile, Weste'rln 1I('serve I'Ilvei lty, (evelalnd, 1I1o n: j ellls H]oward

IMeans, 31.D.. Professor meritti, Iii.vrd 31edicl School. former
Chlef of Medical Services. 3las.aelituset ts (glenerail Hospiltal,
Btoston, Mass. ; Frederick 1). Mott, 31.1)., ]0i.ecutIve ])ireetor,
Coltnuilty Health Assolatih n, Detroit, Mlelh. ; Milton 1. Ilneiner,
1M.D., Assoclate I lrofe'ssor of Adlninistr ive Medine. Cornell
UnIversity, Tth(ica, N.Y. : tLonard S. losellfeld, M.1)., 3letropoll-
tii Tosl)ltlI, Detroit, Mi(chi. : WillianI A. Sawyer, M.D., Medleal
Consultant, Tlnternmltn111,11 Asso(,iathton of MachinlSt, Washington,
D.C. : Alfred1 S. Schwartz, M.D., Clayton, Mo.: (leolge SIlver, M.D.,
('hief of Social Medlhie, Momtelore I[ospitnl, New York, N.Y. ;
MeI.nluin Sp1(,k, M.1., Professor of Child Developmnent, Western
Reserve University, Clevelnlid, Ohlo: Park ,J. White. M.D., St.
l.oulIs. 31o. : Erist Wolff, Senlor 'ediitrician, Mount Zol I ospi-
till, Sumi Francisco, Vallf.: Harry Zilnlerlnla, 31.1)., Chief of
hi'thology, Montetlore Hos)ital, New York, N.Y. ; Martin
Cheirkasky, 31.D., Director, 3Monteflore Hoqpital, New York, N.Y.;
RIo'iuird T,. Riley, A1.D., allthmore, Md. ; Albert I. Alendeloff, M.D.,
Baltimore, Md.
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BELLAIRE, O1110, J11C 2V, 1960.

IIAiRY BYRD,
Chairman, Heraeic Pinhatce Coinmiitee,
Wushintoti, D.U.:

Would liko to appear before committee to testify for health care for age
through contributory social security system. If committee schedule too busy
for ine to be heard would like this wire read Into record.

lr. MuutiAY B. HUNTER, Bcllaire Clinti.

AIERICAN NUtSpEs' ASSOCIATION, INO.,
New York, N.Y., Junc 24j, W1960

Iio. HARRY Fi.O0 BYRD,
.htii'tnun, Coillilitt't on I"illille,
U.,S. ,cttitt, 11'ashbigftoit, D.C'.

l)FAlt SENAT OI BYRD : III M)58, the 110oso of Delegates of the American Nurses'
Assoelatloit, re oguiizing that certain groups In our population, the aged, retired,
and disabled, do not have adequate protection against the financial hazards of
Illness, adopted a position supporthig the extension of the social security system
to Inehide helllh isurance coverage for these beinefiliaries of the program. In
May of this year, in convention, the house of delegates emphatically reaffirmed
tills ixisit ion.

In 1958 and 1959, ANA testified on bills Sponsored by Iepresentative Forlnid
(Democrat, Rhode Island), approviig lit principal the lprolposalh In these bills
but 1l1inhg out t li need for hicludltig nursing benefits under social insurance
and calling attent ion to the lack (if standards for nursing hones and effective
regulatiolls to Insure safe care. A copy of our 1959 testimony is attached to
this letter and we request that both lie iticluded in the hearings you are
'oiilh1l Ilg.

We' bil li- 1)it gruithitid thlt recnt lroiiials llltroducel III the Sqellate hlave
inieluded niurishig belnefits lind dliignosth,, preventive, alnd rehabilitation services.
We are also pleased that legislators are aware that the quality of care i nurs-
ing homes iieeds to lie upgrade ed substantially.

In taking the lmosltlioi in sUliort to tile exteislon of social security to inelufd
lealth h isuraince coverage, tile ANA idicated its concern for the health needs
iilid related fliilal lprolleliis of imny millions of Americans and Its recognition
ihlth nurses have suall iicoomes ind on retirement will also be faced with the
pirobleml of inhitaiinlg a decent standard of living and securing needed medical
c0a . services.

We believe that usiug tile social security mechanisln to solve the problem of
Iiiiiiilig health care Is more reasoiilee, dignified, and appealing to the people of
this country thilu a solution that requires the States to participate In what is
another, and very limited, program of public assistance.

Sincerely yours,
Mrs. JUDITH 0. WiITAIMR, U.N.,

Evecutivo Secretary.

STA'rF NT OF JULIA 0. TiHOMPSON, WASIIINOTON REPRESENTATIVE, AMERICAN
NURSES' ASSOCIATION

The American Nurses' Association Is the national organization of over 190,000
registered professional nurses i r4 constituent State and territorial associa-
tions. As one of the professional groups deeply concerned witlh providing health
care for the American people and as the largest single group of professional per-
sons giving that care, we welcome this opportunity to present our views on tile
proposal before this commit tee.

In the Interest of society at large and In the Interest of Its members, the Amerl-
can Nurses' Association has supportAed the Social Security Act and exteiisions
and Imnprovements i the conitributory social Insurance which It provides. In
1156, the ANA sullported the eligibility of Insured Indiviluals over 50 years of
age for disability benefits and at the sane time supported the proposals for lower-
lug thle retirement age limit for wonen to (10.
Tie Amiericai Nurses' Association now supports the extension of contributory

social insurance to provide health Insurance benefits for the beneficiaries of old-
age, survivors, and disability insurance. The position of the ANA on the ieas-
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ure before you ean best be stated by reading to youi a resolution, approved by tile
ANA lHuse of lhgates at Its -convention in June 1958:

Whereas necessary health services should be available to all people In this
country without regard to their ability to purchase; and

Whereas prepayment through insurance has become a major and an effective
method of ihlnal-ing health services; and

Whereas certain groups in our population, particularly the disabled, retired,
and aged, are neither eligible nor able to avail themselves of voluntary health
inmirance: Therefore be it

lI'v.word, 'lint tie American Nurses' Association support the extension and
Improvement of the contributory social insurance to Include health insurance
for einetfclariles of ol-age, survivors, and disability insurance; and be it fur-
flier

M'solr cI, 'rut nursing service, Including nursing care in the home, be in-
eluded as a bieneit of any prepaid health Ilnsuran(ce program.

The benefits of mn0dern medical science should be available to all citizens€ of
thils -ountry. llealth services which are essential to social well-being are ex-
pensive and likely to become more so iII the years alied. Without insurance
protection against tie costs of Illness. the disabled, retired, and aged inust'often
depend on Iublic relif iII times of sickness. As the number of retired aged in
our population Increases. a larger and larger financial burden for their medical
care will have t) be borne by tile public. Certainly, Insurance coverage against
the costs of Illness whihh may occur after retirement, which insurance can be
paid for during the working years, woull ie less costly to the public than tax-
s11porteI mblie relief for health care--a dependency which is distasteful and
detradlng for oltlzens of this country.

Iltsmoftir ns It provides health Insurance coverage for henetlelarles of old-age,
survivors ti(] (lisliblilty Insurance. ANA supports 11.11. 4700. However, we wisht
to point out that health Insuiamce. particularly for the aged, should he broader
tian o overage of the costs of hospital, nursing home and surgical services. With
the Increase% III exl)ei'inhlnttlon in out)attent elhiles and the growth of home.
car-e i'oLrmms, we belhve health insurance should cover such care as well.
Iome-care llrerams are particularly useful for the long-ter illnesses of the
nged, suoh as heart disease. cncer, arthritis-and tile cost to the Individual of
suchl care should be covered by health insurance.

Coverage also must include nursing care. Nursing Is an essential coalainent
of modern medical ('are and must be avaiilable if the Ieneiltm of medical science
tire to be provided for the aged and disabled. Beneficiaries of any health Insur-
ance 0ho1u be iInsured nainst tile costs of needed private duty nursing servicesno less~ thou they are insui-ed against sur-ghcal costs. Coverage also should( include

public health nursing ea,-e in the home as well as nursing home costs.
An indiation of the need for coverage of nursing care received by the aged Is

the anliolnt of such eare provided bv visiting nurse associaitions. Tin the District
of Columha, for example, during tile first 5 months of tills year, 85 percent of
the nu'sling care visits of the Visiting Nurse Association were made to patients
oer (15 years of tre. Yet, according to tile 1950 ceilsus, persons 65 and older
made ul) only 7 percent of tile district ponultitlon.

A i'reacklown of co.es soon by the Visiting Nurse Association of Ilouston dur-
Ingr 1 week III Fehruary 1058 shows that of tihe 366 nursing visits nmde, 272 were
to persons (10 years of age and older, and 195 of these were to patients 70 and
older.

h'lh Vlithig Nurse Serviee of New York reports that In 195,. persons 15 years
of ae nmd older matle ti) 25 percent of the patients of the Visiting Nurse Assoela-
tioi of New York and the Visiting Nuse Association of Brooklyn. These older
patients re('elved half of tie 485,000 visits made by the nurses of these two
agplievq.
We (lio these examples merely As nn Indication of the extent of home nurs-

in e"ire nieiled by aged persons. We believe such care will Inrease as more el-
illa0m iq ilaeod on home-eare programs and care of the chronically Ill outside
the hos, lil.

Imeoioiivin fthe ninny problems Involved, we urue the Inclusion of nursing
servi-e is a benefit of health Insurance for benefllarles of OAqDT. The ANA i,
fit this time. developing printilies which should govern nursing Rerivces in pre-
llid wNlIll eare Plans which we will he anxious to share with this committee
or anv n'ilnlstrative agency responsible for such a plan as soon as the stat-
Iient is coml)leted.
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At this time, we wish to call attention to the poor conditions prevalent in
nursing homes throughout the country. To provide a means of payment for nurs-
Ing home care through social Insurance will not be enough. All groups concerned
with meeting the health needs of the aged in our population must work to raise
the levels of care provided In nursing homes, the majority of which are proprie-
tary institutions.
We note that in II.R. 4700 a nursing home, to be eligible for payment under

OASDI, must be licensed according to tile law of tile State ill which it is located.
Unfortunately, In many cases such State regulation Is not adequate to Insure
safe nursing care in the hones licensed.

Our concern li tills matter is obvious, since nursing is the primary and
largest service offered by these homes, and the nursing profession is responsible
for standards of nursing practice no matter where that practice is carried out.

To protect both the insurance system and the beneficiaries, provisions for
payment for nursing )ioie services should earlyy deile tile type of service to
be covered. Every precaution should be taken to prevent tie financing of sub-
standard inst it lt 11s through social insurance payments.

We believe that tile term "nursing honc" should apply only to that facility
which provides skilled nursing care oil a 24-hour basis under the supervision
of a professional nurse. When a nursing home offers intensive and complicated
nursing care, requiring professional skill and judgment, it must be prepared to
employ professional nurses to give sucl service. We urge your careful considera-
tion of the type of nursing home care which is to lie covered by social insurance.

Insurance protection against the financial hazards of illness in retirement is
not now available to the majority of those who need it. Neither voluntary lion-
profit nor commercial insurance programs offer the needed protection at the
cost and method of payment possible for those living o a limited retirement
income. Extension of tile most universally held Insurance, the ol-age, sur-
vivors, and disability Insurance, would appear to be tile most feasible method of
providing this coverage.
This committee must have a great deal of data from many sources o1 the

need for health insurance for our growing aged population. However, I would
like to mention tile situation which employees face il the hospital industry, in
which tie largest group of our l)rofessional nurses are employed.

American hospitIls employ a total of ap)roximately 1,300,000 workers. This
Is more than major industries such as basic steel, autoinobile, and interstate
railroads. More than one-ilalf of tilese workers are employed il nongovernmen.
tal hospitals. During 1050 and 1057, tile Bureau of Labor Statistics conducted
a study of "Salaries and Supplementary Benefits in Private Hospitals" in 16
metropolitan areas covering 400,000 full-time hospital employees. At tile time
of the study, fewer than half of these employees were covered by pension
plans other than OASI)I. In one city, the number of employees covered by
retirement plans in which tile hospital participated was as low as 21 percent.
This situation, coupled with tile well-known fact that salaries in hospitals are

low, means that the majority of these employees will be dependent, after re-
tiremient, on OASDI benefits for their income. With the low wages prevalent
in the hospital industry and many nonprofessional workers earning less than
the Federal minimum, these employees cannot save for retirement and will not
be able to pay for health Insurance after their retirement.

I wish to thank the committee for this opportunity to present the views of
tile American Nurses' Association on the extension and improvement of the
Social Security Act. The ANA will be happy to furnish any additional Informa-
tion within the scope of its activities which the committee wishes to have.

AsSOCIATION OF CASUALTY & SURETY COMPANIES,
New York, N.Y., June 24, 1.960.

Re H.R. 12580, duplication of workmen's compensation and social security dis-
ability benefits.

Hon. IARRY F. BYRtD,
U.S. Senator, Senate Off ce Br tiding,
Washington., D.C.

DEAR SENATOR BYRD: The above captioned bill would, among many other
amendments to the Social Security Act, considerably increase the area of dupli-
cation of social security benefits and workmen's compensation. On behalf of our
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member companies we respectfully urge reenactment of the offset provision
whhih woul avoid such (li)ilicat iou.
Ili view of thte concern which ts been expresed over the cost of broadening

social security henelits In areas whe,€'o priteetion is presently lacking, it seems
particularly llplopriate to ltiplicale benefit 5 already provided by State laws.
yell aet ' re0l) 4-tfully i'geil to avoid this Illl i,.eves. il y t ax bi)1rthll.

A somewhat more detailed iemoranduu on the subject Is attached.
Sincerely yotirs,

.T. I)Fwtv l)oas-rrr, (I'neral .llawuqcr.

MIEMORtANDUM~ (COM-N'INg 11.1t. 12-.-N) jiV M11. 1111.. AND T11lE DUIPIICATrION op
VOIKMEN'S COMPENSATION AND SOCIAL SECUIIY i)SAB1I,IITY BENFITs

This inentora hidit is beilm submit ed on behalf of tile .ssoelation of Casualty
and Surety Coiimnnles. an organization with a mnenielr.sli) of 133 stock Insur-
11C ('1On||llle."q most of whicl writ e workmnitI's ('oinjw1,nsatlon lisrallct through-

oi't tiv l'n1111d Slates.
The above captiolled bill, by greatly ll'rillzhilg the eligibility requirements

for social security disability beiefilts, wold newly nke compensalble under that
1t, a great lillally vlsies I'esently covered by Still(- 'volklllll's (Olllensaltion laws.
This would (tlttt tn ilIneuitabh, dupi)lai1on of lienelits for h e l(- ain it-
Jnries. 'The new at1ilictl 1(n of th( Social Security Act to sucl eases wold also
he a long step toward the federalization of the State workmen's compensation
.system. For close to 50 years comlunsation for industrial injuries Ires been
po'vided tinder Satae workinoln's coillnplsat llon laws. 'I'ihe Interests of employees
an1d entliloyers would best be served by tile retention of that system.

Iisability pliYieiits wvere ti'st rlovhllVd tinder the So.il Security Act In 1956.
However, at ihat tihie t11 offset provision was lnulded (see. 22-1) with respect
tio lIycilen lin(ler workilen' (,OlipeliSlltion laws. Thuls no dlpiclton existed
in this area. However, in 1958 tills offset provision was repealed as part of
extensive ainndiients to ti( Social Security Act. No hearings were held on the
meisitro that. was enacted. Moreover, no hearings lave been held at any time,
either by a Se'nt or llouse committee, where 1he serious Impact of an elhinina-
tio of the offset provision has been discussedd from a workmen's compensation
Viewpoint.

Up to the present, however, the impact of this duplication has been relatively
lhittet(. The eligibility requirements presently contained lin the Social Security
Act have been such as to restrict the area of duplication to comparatively few
cases. No benefits are payable to persons under 510 years of age, a (I-month
waiting period is required and the definition of disability lilts layilielts to
actual cases of permanent total disability. No attempt has, therefore, been
made up to the present to restore the offset provision.

II. R. 12580, presently before you for consideration, would eliminate the re-
quireinent that one must attain the age of 50 to be entitled to disability bene-
lits. it would also make exceptions to the requirement of a 6-oionth waiting
period till(] provide for a trial period after return to work during which benefits
would have to be paid. This legislation, if enacted, would greatly enlarge the
area of duplication. The added cost of social security benefits as a result of
these changes has been estimated for the year 1961 at $200 million by the House
Committee on Ways and Means (II.llept. 1799, 80th Cong., 2d sess., p. 43). This
makes restoration of the offset provision imperative.

Social security benefits when pyramided on top of workmen's compensation
benefits, which are large In a number of States, would impose a completely
unnecessary cost on the public, Including both Individual taxpayers and Indus-
try. We also believe it is socially undesirable to provide systems of disability
benefits producing such substantial stiuis of Income that there is no Incentive
to return to work.

In Arizona, for example, if social security benefits were added to workmen's
compensation a tax free Income of $901t a month could le produced, payable
for life. In H1awai, weekly compensation alone for partial disability can
amount to $112, and for total disability $75. In Alaska $100 is payable for
temporary total and partial disability and $52.05 for permanent total. In Cal-
Ifornia, maximum weekly compensation Is set tit $65 for temporary total and
$52.50 for permanent. Compensation Is generally payable at the rate of two-
thirds of average weekly wage, subject to a weekly maximum which ranges
from $150 in Arizona to $30 in only one State. These benefits are constantly
being increased.
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Let us take a specific example: In Massachusetts, according to the U.S. De-
partment of Labor (Monthly Labor Review, June 1959, p. 720) the average
weekly earnings for l)roduction workers in manufacturing is $79. For an em-
ployee, who Is totally disabled, with a wife and two children , his compensation
wNould amount to $63 a week. If social security were added to his compensa-
tion, the total would exceed his average weekly wage. all tax free. lie wouli
lose considerable income by returning to work. Monthly social security disa-
bility benefits for an employee with a young wife and one or more children av-
erage $167.80 and with an ol wife and one or nore children $197 (Annual
Statistical Supplement, 1958, Social Security Bulletl, March 1060, p. 41). It is
likely that lit many States social security benefits If added to compensation
would often approach or exceed average weekly wages or, at least, take-home
pay. This would hardly encourage rehabilitation.

Industry already has expressed serious concert about the burden being placed
oil the national e(eolloilly by the social security system. The New York Journal
of ('olarere, March 7, 1160, page 10, quotes ti National Association of Manu-
facturers as in(licatnhg that "the ldillit les against the old age aind disability In-
sllran(,e flld loW Stanld lt some ,3(0 billoll. ()f Ihis eliorliloUs s[uill, olly about
$21 billion is fullded. The unfundled I)art--soline $3.10 Ildillonl-exceeds the na-
tional debt by about $50 billion." It hardly seems appropriate to add to this
burden by dulpicating payments under State workmen's compensation laws.
In this coll netiton, It is worthI not ing that total workllen's compensation pay-
melts iII tile United States for ti year 1958 amounted to $1,113,253.000 (So-
clial Security Bulletin, l)ecemier 1959, p. 15). Moreover, ti report of the louse
Committee on WVays find .Means on Social Security Amendments of 11)(10 (H.
Rept. 1791), 86th (long., 2d sess., p. 49) gives a low estimate of social security
disability payments for 11)65 (the most recent indicated) of $820 million and
a1 high estimate of $1,231 nilloln.

The cost to the taxpayer cannot be Ignored. Already 6 percent of taxable
payrolls are funneled into the social security system. Even at present benefit
levels It is seiduled to ie raised to i) percent after 11)118. In consideringg ilhe
Imlposition1 of additional olllgations upon the system the avoidance of unde-
slabioe (du1)lication should deserve careful considerate lon.

In the report of the 'omnittee on lFinance on Social Security Amendments
of 1058 (S. Rept. 2388, 85th Cong., 2d sess.), it is stated that the national social
security system should be looked upon as providing the basic protection against
loss of inconie du to disabling illness and that It is incompatible with the Iur-
pose of this program to reduce these benefits on account of disillulity benefits
that are payable under other programs. It is respee!tfully submitted that the
State workmen's compensation system rather thnn the Social Security Act Is the
basic system of income protection with respect to industrial injuries. It pro-
vides for medical care, unlimited in amount in most States, compensation for
permanent injuries, temporary Injuries, total disalenmnt, partial disal)lement,
and death and funeral imnelits. Not even tie most ardent advocate's of social
security (all reasonably contend that comparable benefits are likely to be pro-
vilded under the social security system In the foreseeable future. It Is the
latter that is supl)lemeitary. not basic. It is completely mnpractlcal to under.
take amendment of the laws of the 50 States and other jurisdictions having
coml)ensatlon acts to mold them around the variable benefits which are or may
Ie lroviled under the Social Security Act. Yet, as Indhicated above, If social
security benefits are to be added to compensation, adjustment of benefit levels
wilI lie essential. Little would be gained and possibly a great deal lost If
adequate conpensation levels were made excessive.

Restoration of the offset provision with respect to workmen's compensation
would avoid this posslilty. If It is the purpose of this legislation to provide a
floor for work injury benefits, an offset provision would most equitably accom-
plisli this objectIve. A minimum would be established, but an undesirable ac-
(entuathmi of benefit differences between States would lie avoided. It seems
dlflihult to Justify substantial additions to benefits which are already adequate.

H.R. 12580 also contains provisions relating to medical care for the aged.
Since eligibility for such care under the bill is based on need, duplication with
the medical care provisions of workmen's coml)ensation laws would seem to be
avoided. However, an express offset provision in this area also would be
helpful. It Is to be noted that S. 2915. by Mr. Kennedy, which also relates to
this subject does contain such an offset provision.

Whether or not the above-eaptoned legislation Is to be enacted at this ses-
sion of the Congress, avoidance of duplication is necessary. It Is most prob-
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able tMt as time progresses the .x4mIal Security Act will be given broader
appliation. Even now there are several other bills pending before the Con-
gress which would greatly liberalize the definition of disability. It is impor-
tant that dullicatio of soial security disability benefits with workmen's com-
liensation be awvlild.

We Wotilh like to emlphalllsize also that our revolilrlnat ion floeis not contem-
plate restoration of an offset provision as to veterans and other Federal periodic
disaiiillity 1)(11lls. 'rhese are within the controll of the C regress which can es-
tablish with respect threto the overall level which it (e(,nIs appropriate. li
workineii's coiupelon-ataJon, however, th is conl)lon-d level Is beyond congressional
control. Without an offset provision, it would likewise be beyond the control
of (lie StH tes. In suil it sitllation serious InefluIties tire bound tlo arise.

It Is, therefore, reslpetfully reconitndeied that the offset provision with re-
s15ct to workmen's compensation le restored to the Social Smecurity Act.

Reslactfully submitted.
,J. I)EWE.Y I)oR~It'in ,

(I',nral Mainager.

U.S. SEN.ATI.,, ,June 29, 106O.
11011. IIARRItY LOOD BY o,
Chairman, Senate Finance Committee,
U.S. Senate,
Washinnton, D.C.

I) hl SENAro IlYiva: I submit herewith a statement In support of S. 3503.
I would appreciate it If you would make It a part of the record of your hear-

Ings orl lI.1t. 12580 utnd call it to the attention of your colleagues for their
consideration.

Sincerely yours,
JAMES E. MURRAY.

STATEMENT BY SENATOR JAMES i. MURRAY BIFOIIE SENATE FINANCE COMMITTEE,
JUNE 29, 1960

My statement for your committee, perhaps the last one before any Senate
committee in this, my last term in the Senate, Is obviously not Motivated by any
need to get votes in the next election. Nor can it be explained in terms of any
eligibility for old-age social security benefits, since I am not covered by OASDI.
Indeed, it might be sid that I am in an enviable position, because my Isition
cannot be coml)romised by pressures from any organized group.

Nor an I a late arrival on any bandwagon for action In the area of legislation
for the health needs of our great Nation. The Murray-Wagner-Dingell bill of
more than a decade ago should remind you of that fact.

Furthermore, only 8 years ago, I introduced the first bill to provide medical
care benefits for beneficiaries under the social security system. I believe that
I speak with authority on this subject.

Today, because of our previous failures to meet the problems, the needs and
the gravity of the health care of America's senior citizens have resulted in the
undavoidable clanmor for a solution. I must also pay tribute to the work of
Congressman Forand on the House side in keeping the issue before us. And,
of course, on the Senate side we have the pioneering efforts of the Subcommittee
on Problems of the Aged and Aging, under the assertive leadership of Pat
McNamara. Regardless of the final version of the legislation tlat must come
out of your committee, these two men and their colleagues deserve the credit for
making Congress come to a decision.

Twenty-flve years ago, in my first termn as a Senator, we enacted the one great
piece of legislation that still thrives, unexpurgated and undefiled, since the New
Deal of Franklin D. Roosevelt. Historians make that. legislation the outstand-
ing feature of that period of our national life.

What will they say about 1960 if we fail miserably and uncourageously to
provide health care benefits for the retired Americans who were in their prime
of life In 1935? Nations are not judged in terms of their productivity and
novelty of their gadgets: they are judged in terms of the dignity and well-being
that they make possible for the widest number of their citizens.

I H.R. 0084, 9680, 9087, 9743, and 0915.
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Ili signing the Social Security Act In 1935, Preslent Roosevelt described it
as the "cornerstone Ili a structure which Is being built but Is by no nmellls con-
piete." Tile passage this year of legislation assuring basic health benefits for
senior citizens through the most efficient and sensible mechanisn at our (i)-
posal, the social security system, wouhl epitomize the lriniple stated by Presi-
dent Roosevelt.

Through such legislation, working people wouli (otrilbute during their work-
ing years to a fund assuring them of medical benefits when they have relied.
WhIle private insurance programs-especially through the accomplislnents of
collective bargalnillg-have basically met the need to protect the younger sou-
lation, they simply cannot afford to offer protection against the higher risks of
the aged at lremhiimns the aged and their families can afford. 'I'he Insurance
companies' fears are simply unfounded, just as were their fears of 25 years ago,
when they p)rilhesied the collapse of the private pension movement If a pro-
gran of old-age benefits were established In the land.

You have before you the retired persons medical Insurance bill, 5. 3503, intro-
dueced by Senator MeNamara and 23 cosponsors, including myself. It should be
approved as a substitute aniendnient for title XVI of 11.11. 12580.

The McNamara bill is not socialized medicine. It. does not nationalize tile
country's hospitals. It does not put doctors on Government payrolls. Individ-

ials woul not be forced to accept a doctor or a hospital designated by some
bureaucrat In Washington.

The1 MeNanmara bill. In fact, omits any payments to doctors and surgeons.
It will not result Ill tile flooding of hospitals with hyplhondriacs 1a1fnd unneces-
sary operations. The contributions by employees and employers will be no more
compulsory titan the lpbll's suplm't for K.hools, firemen, ind policemen. In-
deed, If we don't. enact such legislation, we will only lie forcing tile local comn-
mmunities find Stales Into assuming the Impossible burden of relief-and real
State medicine, with its less than adequate standards.

In other words, just as will old-age benefits under social ,ecurlty, the Mc-
Namara bill would establish a basic foundation of medical protection for the
retired aged of this growing Nation. I expect to Ie around 10 years from now,
whenf all tile vested Interests now childishly lighting this and similar proposals
will be acel)tilig---inldef pralslig-old-age medical benefits as a normal part of
American life-as a basis for Improviig through private techliues tile living
conditions of Americans in their retirement years. I fervently hope that the
members of tile lltnance Comnmitteet will also be around to witness the fruits of
positive action on their part. in tihe next few days ahead. Whether they will ie
in Washington or ilot many well depend, In large measure, oi1 their decision about
tills particular Issue.

AMERICAN ARM B IBUREAV PKEIERATION,
11'ashbi gtoi D.('., d)tme 29, 1960.

11I1n. IIAlRY l,01oo BYRDo.
fThai,'a ,Neemate himIac Commuttec,
U.S. Semite, Vash i igjti, D.C.

I)NAH SENATOR Hyan: This Is to express to you Paris Bureau's position with
regard to certain provisions of H.R. 121'&), a bill iat amends the old age and
survivors Insurance program and adds certu ill new provisions.

This legislation has some desirable features; however, we are deeply con-
corned about tile Ihmplications of title VI of this legislation which would amend
the Social Security Act by adding a new title under which medical services
would be financed for certain Individuals 05 years of age or over who are de-
termined to be medically Indigent.

We recognize that the approach taken in this title is different from, and per-
haps has less far-reaching implieationp. than, the original proposal known as
the Forand bill. However, we believe that the enactment of title VI will (1) be
the opening wedge for Forand-typo proposition, (2) be very costly to both Fed-
eral and State Treasuries, (3) slow down progress being made to provide medi-
cal care for aged through nongovernmental programs.

Any such permanent new program costing billions of dollars, were there Is so
much disagreement as to a possible solution, should not be drafted and launched
Ill haste and In an atmosphere supercharged with election-year politics. We be-
lieve this proposal deserves more adequate consideration.
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,ine there hlie e ,i no hen rings ill tile house aid sine there is insufficient
till for the Sellilte Fillll i 

. 
( h,(otiiit tee to give iide,4p010 (' oilsidn t(hiol to IO1W

plovisiolls of tile' V[ of I ill Iiii, we ei' ii(llueii~qd illt ('Olillitt e strike tills
title in order I o give flaw11 for thorough study of the Ijlications o thof hlegisilh-
tioli.

We resI ledfully re(Illest tIl t this letter heP made a 'art of Ilie iemriig record
with regard to 11.11. 12380.

Silicerely yours,
,hm.N C. lYNN, IS/i.iltirlc Direeor.

A m erA N AssociiAox OF j'NIVEISITY WOM EN,
Wa8higtou, D.C., Jue 27, 1960.

11o1. I AIaY FL.ooD l1Yt,
C/h lt h'man, I' a u uev Corni it tee,
U.,N. Senle,
111(tl4ilit, D.C.

])lFA SENA'TR ilYR: For imiauiy yeirs tlie Amierleii Assoi'Illi (of f'fliversity
Women, an organization of over 114,000 women organized Into 1,464 branches in
all of the States of the Union, iuna, ad the District of Columia, has followed
solil security legislation with keei lIterest. For this reason -we feel that you
wouhl be ilterested in knowilig that tihe proposed revision of the Social Security
Act which has proven to be of greatest concern to our members Is that to Increase
the present $1,200 ceiling on earnig of OASI)I beneflchirles.

We Mi(1 this lpreseit eamirn level works Irdship ruJoin numiblers of our nen-
bers who accept teielhing positions whl(1h aire frequently lot located In the Com-
liumilty of their perlll nelit residence. Tile Ii .iaoil hardship of travel and
of iih11 th lilillig tlpl,1ralry (111111 resiolelie lls ihi snile, I.listIllt(' ,.) led to resiglulit oll
whlen elrtinigs over thle $1,200) ceiling ileat loss of sOKlil security hellts. Other
retired te(liers tire ihibited from ever t aking post-retirement positlons for
whih they are intellectmilly and physically qualified. In view of the alarming
shorlIlge of cllSr.rrooli telioliers at the elelllelltilry, s(,'olldary, n11141 college levels,
It Is our hope flit this ullileces.4lry fllinlnlca hurdle to the lugilelit litlol of tie
supply of teachers will be removed.

We have cited tills Illustration 1 because of Its appli(clbility to our own m1pi-
bershi). We could ( l(ck others which 11180 delllolistrate the eiedless lhnl tatIOn1
on tie contributions which could Ief% made by older citizens.

Ill con(lusion, we should Ilke to Ix)liit out thllt its the cost of living Index con-
tinues to rise the present $1,200 ceiling, enacted some years ago, Hcoimles increas-
ingly ulrealistie.

Sincerely yours,
KATIIERINE BAIN,

Chairman, Legislative Program Ciommittee.
YSA]IEm li'OIIKElt,

Chairman, Status of WVomenZ Committce.

PPDFRATION OF JEWISH[ CHARITIES OF ATLANTIC (CITY
Veutnor City, X.J., Jul~c 27, 1960.

U.S. Senator ITAllRY FLOOD BYviu,
Chairman, Senate Finance Committee,
111ash illton, D.C.

IaR SENAro BYRD: The questions of medical services for the aged is one in
whhic there Is considerable Interest In our Federation Family Welfare Service.
This body Irts gone on record as approving the use of the social Insurance prin-
Ciple to meet the health needs of older citizens. We have come to support this
conclusion oil tle basis of an actual case-by-case study of Individuals and families
In the aged category whose lives are troubled, and whose present and future out-
look Is uncertain largely because of the fillure to provide for their medical
needs In their old age. We believe, too, that It Is more dlgnifled for the Indiviual
to provide for his needs during the earning years of his life tham to be subjected
to tile indignities of a means test for medical care.

We would very much appreciate that this statement be incorporated in the
official record of hearings, If they are to be held.

Sincerely yours,
IRvINo T. SPIVACK, Executive Directot-.
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IlOUSs OF REPRESENTATIVES,
Vashingto, D.C., June 25, 1960.lion. .1. AI.l.EN FaE:An, Jr1.,

U.X. ,4ctae, a'sthingyton, D.C.
l) E.lI KFNA'It FIIAR: It is Illy understanding that the Senate Finance Com-

inittee will begin consideration of the proposed 1960 amnendients to the Social
Security Act next Tuesday. For that reason, I wish to call to your attention
slln unfortunate pr'oblhem wlleth has arisen in the administration of the law re-
lating to benefits for the dependents of disabled persons authorized In the 1058
aIilmlinilents to the act.

As you know, neither the Congress nor the Social Security Administration
set up il)rocedures for the automatic inclusion of dependents of disabled bene-
ficiaries. Even so, applicants after September 1, 1958, were advised of the eligi-
bility of dependents Ill the event their own entitlement wits established. how-
evor, for tllos( Iwilsois who iled before September 1, 1958, and whose cases were
approved after thil passage of considerable time find that their dependents are
preclded front obtaining retroetitive benefits for more than tile 12-month period
provided il th ( law. For example, a disabled person who filed an application In
.Jl1e 11)58 fnd obtained final approval of its In February 1960, found that such
approval Conferred entitlement upon certain of Ills dependents. However,
under the law, 111 application for these benefits In March 1910 wouhl result In
it( nl)lrovill of payments effective in March 1959 rather than Septemlber 1,

1958, the effective dale of tile 1958 aaendinents which, I believe in all good
conscience, should apply in such cases.

I have Ilntroduced a bill, 1.lt. 12807, Intended to correct this situation Ill
Instances of tile kind I have cited above. A copy of the bill Is attached. Un-
fortunately, thlls situation dil not come to my attention soon enough to allow
the introduelion of the 1ill) at an earlier date. Although my proposed amuend-
inent would apply to a1 Iliiited number of eases, I believe It important that a
changee be made in the law to allow for equitable treatment. Therefore, I
shouhli sincerely appreciate any consideration tile Finance Committee would
give to this matter during Its depli)erations next week.

With best regards.
JOHN E. IINuRSON.

(11.1t. 12807, 86th Cong., 2d sess.

A BILL To provide in certain eases for the paylient of additional monthly Insurance
benefits under Wth II of the Social Security Act to the deidents of a disabled indi-
vidual, where tinely applications for such benefits was Itn effect prevented by delays in
the final determination of such .individlal's dhIability

Be it enacted by the Senate and House of Reprcsentatives of the Unitcd
States of America In Congress assenibled, That in any case where-

(1) al individual tiled application for disability Insurance benefits under
section 223 of the Social Security Act before August 28, 1958,

(2) such individual wits determined to be entitled to such benefits but the
final determination of sichl entitlenment was not made until on or after
such date,

(3) any other person became entitled to monthly Insurance benefits under
subsection (b), (c), or (d) of section 202 of such Act on the basis of the
wages and self-employment Income of such individual and pursuant to an
application filed within 12 months after the date of such final determina-
tion, and

(4) the month with which such person's entitlement to such benefits
became effective (taking into account section 202(j) (1) of such Act) was
later than tie first month for which such entitlement would have been
effective If application for such benefits had been filed at the earliest time
permitted under section 202(j) (2) of such Act,

then the entitlement to such benefits of each person described In paragraph (3)
shall be deemed to have become effective with the month i which it would be-
come effective If application tlerefor had been filed at tile earliest tile permitted
under section 202(j) (2) of the Social Securlity Act; and such person, upon filing
with the Secretary of Health, Btliteation, and Welfare all aldpiatiol tnder
this Act within 12 months after tile date of the enactment of this Act
(or, if later, within 12 months after the date of the filal determination
described In paragraph (2) ), shall be entitled to receive In a lump sun1 an
amount equal to the aggregate of the monthly Insurance benefits tinder section
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202 of tile Social Security Act which h did not receive bit would have received
if him application for sich benefits had been flied Ut the earliest time so per-

ittd.

S'rATEM iNT Or TIo ri NATION AL ASM.oIIATION OF MAN UFA('T:ITEIMI WITHIN RESPECT
'ro 11.11. 12580 AND ItF:IArE.i PIROPOSALS

This statement of ti views of tihe National Association of Manufacturers
on II I. 12580 and related proposals is submitted pursuant to the Invitation of
the Senlate FIlint e Co 1 nlittee for comments of Interested organizations.

The National Association of Mantfiaeturers is a voluntary organization of
over 20,() member companies, relresentative of every segment of the manu-
factitIng ('ommlnlittllty of every sectiot of the Nation. Its ienilershill) Includes
('omltnis of every size from the smallest to the largest of enterprises. In fact,
8; percelit of assocliitin Iiielilliers eliploy fewer than 500 persons find hiis cOme
within tit acepjl hel tilli bn of Small bttsllc.ss.

As rreemt ,nlaiIves of Itsiiessitin find citizens, the association is concerned
witI the tIaliinig id Itleilts of all public programs which fire designed to
provide it ieiastlre of security to liIIividtlths agailitth econiotitic Izards of old
age, death. disability, find invohntary uietnployment. We are likewise con-
ceried wit h the Itmplication of these progr -imts to the well-being of our country.

TMi I IsseS Involved tire vital. Tiey should not be considered In a hasty and
ill-considered manner during the heated find pressure-lilled atmosphere of an
section year. otlle of tithe changes proposed In tile virioits bills before the
'ougress (-ill drasthally find it imeranently affect every Itdividlual In the country,

115 wlil its I lie gelueratiiiils to colle.
There 'ore, we Iilost st roligy rccommittend that fttrther (oitsidcration of these

hills li( jiostlisiid to it tillte wheel| they can l)e giveti tle traditional jiidilotts find
(elierate treat inent with which the Congress rightfully bandles Issues of such
fundamental Impiortance, find whie title Congress has before It till tile pertinent
facts %vhwli.h bear upon the Issue.

Siteclth. provIsIons or details of the various proposed bills will not be dis-
cuissei in this statement. Rather It is cotitied to settig forth the basic Issues
an(d i he broad and far-reallhig iiplltols ilhertnt in the irOlpoosals.

FINANCING

One of our majar areas of concern Is the fiscal questions. We recognize that
the aehihvement. of Individual economic security Is a laudable objective. We
recogiiz'e that society has it responsibility toward the destitutte aged, toward
the disabled, and toward all those who become dependent it ainy age. This
respmnsillity is being discharged in tin humane manner responsive to their
needs through privte 1nd public uteans. Our concern tit the fiscal area arises
fromn our deep conviction that unwise Federal fiscal or monetary poliies--In
this or in ntiy other area-will undermine the security of till of us since our
financial provision for our retirement security and for protection against itis-
forties at all ages. depends 11on a stable find sound dollar.

The various pending proposals Involve commitment which reach far Into the
future -for unknown inounts--but in the magnitude of billions of dollars.
Welfare expenditures to date show that tiny commitments made today will
rapidly Increase over the presently estimated amounts.

Federal grants for pIblic assistance Increased over 400 percent between 1945
and 1954--from $401 million In 1945, to $1,728 million lit 1)58. Currently these
grants are at some five times the 1045 rate. Large grants for other welfare pur-
poses have been made and still more are mider current consideration.

This phenomenal growth in federal grants has occurred despite the Federal
OASI)I system's benefits, which in 1058 were 31 times those paid In 1945, and
which this year will be soic $11 billion dollars-10 tihesL the amount paid In
1915.

11.11. 12580 find other pending social security measures would greatly increase
Federal expenditures both for public assistance grants and for OASDI benefits,
deslite the fiscal position of tle Treasury find of the social security trust funds.

The major pending proposal Is that of providing medical care to older persons.
The approximate cost of this program Is presently unaseertalnible, but with-
out qitestlon would add tremendously to welfare expeditures. The cost must
Inevitably he borne by the public in the form of inflated prices for goods and
services, as well as by increased taxes.
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Some idea of prospective medical care costs under present programs may be
gained from an analysis of present expenditures for so-called vendor medical
care provide(] old-age-assistance recipients by a half dozen States. With
273,000 aged on their benefit rolls, the February 1960 vendor medical care ex-
penditures of these six States were at the annual rate of $119 million per year-
an average of nearly $440 per OAA benefit recipient-Including all those who
received no vendor medical care. If it is assumed that tile new program would
provide an equal level of medical care protection for 10 million aged, utilized by
them at the same level as recipients on public assistance rolls, the annual cost
would be $4.4 billion. Costs would rapidly increase as the number of aged in-
crease. A $4.4 billion expenditure would obviously require an added tax of
2 percent of taxable payroll, above the tax rates presently scheduled. *

Additional expenditures of the magnitude above indicated must be most care-
fully assessed within the framework of overall welfare costs. It is clear that
these overall costs will increase very rapidly even under present social security
commitments and without any additional liberalizations. OASI) alome, ac-
cording to the OASDI trustees' report filed In March of this year, estimates that
in less than 10 years expenditures will I' at tile annual rate of nearly $17 bil-
lion-nmore than double the 958 expenditures.

Nor can we Ignore the fact that even present expenditures are not being cur-
rently financed, 1057, 1958, and 1)59 were deficit years for OASDI. Its taxes
and Interest failed to meet its expenditures by more than $21,. billion-and
further deficits are in prospect. The public interest requires that OASDI be
soundly financed on a pay-as-you-go basis, and that no additional burdens be
added without contemporaneously adding to the taxes.

A primary problem we already face is the size of the taxes scheduled to be
paid in the future. OASI)I protection Is dependent on the willingness of future
taxpayers to assume this progressively heavy burden. They will decide the
portion of the Nation's income which will be transferred by Government from
them to the aged. Only by prudent present planning can we assure that future
taxpayers will not repudiate the system or reduce the presently promised pro-
tection, through inflation, amendment, or otherwise.

OVERALL PROBLEM OF TIE AGED

Present health programs-and It may be mentioned that much care in addi-
tion to public program care is provided through private means--negates any
allegation that an emergency exists which must be immediately handled. Our
aged are not lacking adequate medical care. Aged persons are not refused
medical care because of lack of ability to pay.

Therefore, the medical problem does not require emergency action. In fact,
medical care is only one of the several areas which are to be discussed at length
In January of next year at the White House Conference on the Problems of the
Aged. The agenda and background papers of this White House Conference, as
well as the regional conferences in the States which have been held, indicate
that the overall problem of the aged is not a simple nor single one-it is a coma-
plex of economic, social, family, and l)sychological problems and conuunity re-
lations all intimately related. To attempt to solve the medical aspects of this
complex without thorough consideration of all the interrelated and vital con-
siderations, would be most unwise.

HASTY AMTION

Among considerations that must be borne in mind is that Iumnediate expendi-
tures of large amounts, in an attempt to provide adequate medical care for this
particular group, must be viewed within the overall picture of presently avail-
able medical facilities and medical personnel. There is no escaping tile fact
that any large scale immediate Increase In the utilization of medical facilities
and personnel by this particular age group would of necessity re-sult in an In-
adequacy of medical facilities and personnel for the remainder of the popula-
tion. Accordingly, any shift In the use of medical facilities and personnel prior
to most careful study might well create more serious problems and inequities
than it could possibly remedy.

Some of the pending proposals would add medical care for the aged as a
benefit nnrler OASDI, to be financed by additional OA1,DI taxes. No Justifica-
tion has been advanced as to why this added benefit would be made available
to the aged beneficiaries but denied the disabled, children and other beneficiaries.
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lurtiermore, no basi lhas leii advatncetl for providing tie sane ptrotcmtlon
to eVe'ryonie regardless orf his tontribiti os. This is not consistent with the
varllh bhiitlii and c14 t nhtribith iIn irinellides of )A8I)I. TO give flat bi-netits

tier ()ASI)I is. in effect, to ('elltv ii dolt. fitliiliced by its taxes.
Iiihtrni'iiire, tile irOposal is t lilt opeting wedge for it complete compulsory

Illf-ditvill e~lre sysielln--n short, tilt English sy.stenm. This would linvan scrapping

existllig tlils wilslh i avi l ovtV'(" litetf tveI4 h.i4l over tiii cmioise of tile Yelt's and the
Stitist it itlll of it Fledera Iiinioli~iy tli this area of iplersontl services.

I 'niit. caixlh tii'Ii,('ts , (Ioverlillielt Illieli l 're all(! tile lrovisionl of medical
(,i ie tmiher voltliitjry pllis, is Imiuttullly exclhisiVe.

(Ilvei'llillelit phrided iiiedlial are ianii it coniceitration of authority anid
(XlIm.IIJi ' Goveliiiiie nt Iidminstratit(. Unlhr Ilit proposal tiat OASII Ile the
procurer oif im-dical tIcII-ie for Olver 10 million Iotentill eligibles throughout the
Nati i, this ( bovertiteiit, lllmolioly llld control would he most serious. The
power ald authority anid(l lleixstlrilig control ii the hands of the bilreaulrlts
Ildiniluilsterlig the lroglllm woiild he Inconsistent with the pIt'olier .olliIon of
lie liuliIly hocal ole'lis whlch are Involved.

I'MSiERt:ItVATION (IF VOLUNTAiY IIFAIXrIi INSUIIANCEi

A fewv years ago 'Olprotenls of (iovenmellt iio\'loin of compulsory inedival
vai t, argued that tihls was lie oily feaslh approach to satisfactory health
prlcclttim of the general itliv. This false lenise hlits been exploded by the
extenlsioln (if voluntary priva1 e rl'otectio(hn I) river 1:1) million lersons. The now
iMilletd iti-giiulient Is tiutl II the ease of tie aged, (loveinunent must establish it
compulsory Il an--desilte lthe glant strides nmade recently lit this area of cover-
age which iow lIeludes nearly half of the older population.

Pl'rojectliois of Iresent growth Indicate that lit it relatively few short years
the coverage of aged will he as satlsfoctorily accompllished as has already been
lilchleved for le generaI l)lultiln. Tle iistiiaitce Industry estimates that by
tite eld of Ihe current year nearly two-thirds of the aged wanting and needing
such lritection will have It, tlhllt 5 years from iiw, four-fifths will have this
lrtectlion a valilile, and that ill another 5 years .) Out of 10 will have It.

This irighl I il'(4siect, is Jt(l-trdizd by the threat of G;overnnment it erventloll.

CONCLUSION

lit view of the fiscal considerations, the level of existing benefits, the coin-
plexity oIf tie 'problems, and the current plilc exploration of problems of the
aged which will (clmihait it ext year's WhIte IHouse conferences, and in
view of the adviinces under IvIvate auspices of inlei-cal pltotection, and the
disaster of hasty and Ill (onsidered governmental actloi, it Is the recommienda-
tion of the Nuttionjil Asshciallion of 'Manufacturers that no action should be
taken at tills tIme oil any of the prool)sel social security benelit liberalizations.

We favor the provisions lit 11.1t. 125,60 which strengthen the operation of the
unluployoient coinllpensa t ion system.

A~mERIAN PODIATRY ASSOCIATION,
Watsh ington, D.C., Jutly 1. 1960.

ion. IIARRY FOOD BYRii,
Chairman, Committce on Finance,
U.N. Senate, Waish infilon, D.C.

])'AR Srxv.rou Bvim: As secretary and editor of the American Podiatry Asso-
cilation (fronm 1912 until 1)5S known as the National Association of Chiropo-
dists), I regret that tie time element dil not permit your committee to schedule
mae to present testiitony. However, I do ltppreciate the opllortunity to present
this statement for Incorporation into the record of the hearings on H.R. 12580,
especially lit regard to the provisions for medical services for the aged.

More than 30 million times a year the publie visits foot doctors' offices.
Perhaps a1s many a1s '10 percent of these individuals are 60 years of age or more.
We, therefore, are very imuch ml~are that our Older people are very mch con-
cerned with their ability to provide for necessary medical care it their retire-
ment. The members of our association offer their support to programs which
will nleet this need, but the association is not prepared to suggest the form such
a program should take.
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As a private Individual, I should like to make some personal observations and
(ominents. The proposals for medical services for the aged offered in 1llt.
125H0 and the so-called administration plan have been characterized as "skimpy,"
"doesn't cover enough people," "leads to pauperization," "no provision for revenue
to co er costs." Tile plans, such as proposed by Congressman Forand, have been
called "the first step to socialized medicine," "intrusion of the Government into
the doctor-patient relationship," "not enough benefits," "will cost too much,"
"will be abused," "not a voluntary program."

Perhaps the following approach has been considered., I would suggest a
voluntary health insurance program to which a social security retiree could
subscribe. Half the premium would be deducted from the monthly allotment,
the other half to come from social security funds obtained by increasing the
present social security assessment of all individuals. These health insurance
ben flts could be service or Indemnity benefits, or plans now in operation, some-
what on the order of the types now being made available under the Federal
employees lhalth benefits plan. Adequate and reasonable ceiling for annual
benefits could be arrived at with coinsurancee" and "deductible" features that
would approach, If not actually reach, actuarial soundness.

This would cover the needs of all but a small percentage of retired persons.
For these people, and for the few who would exhaust their annual benefits
and be unable to finance additional care, their needs could be supplemented
through the proposal in II.R. 12580, or the administration plan. Obviously,
the amount of funds needed for State plans under these circumstances would
be very minimal.

It seems to the writer that the combination of voluntary health insurance and
State plans would fill the obvious need in the American tradition.

As secretary and editor of the American Podiatry Association, I call your
attention to the definition of the term "physicians' services" under the new title
XVI prolosd by H.R. 12580, section 1606(e), paige 65. Podiatrists (chliropo-
dists) are licensed in all of the .5) Staten and the District of Columbia to diag-
nose and treat tie human foot by medical and surgical means. Almost all
insurance comnpaniles honor claims for sclmeduled services performed by podia-
trists. Sixty-five percent of our practitioners are participating doctors In so-
called Blue Cross-Blue Shield plans. However, the definition of "physicians'
services" being considered is susceptible of Indiviual intermretatlotI. varying
from official to official and from State to State, leading to possible injustice to
the patient who elects a legally qualified foot doctor to lerfora a scheduled
service

We would petition you that any definition of medical care or of physician
service provide that any practitioner licensed by the State to treat by medical
and surgical means may be elected by the patient to provide the service within
his scope of license. Or the cited definition (or any similar definition in any
legislation being considered) could be amended by substituting a semicolon for
the period at the end of the sentence and adding "or a podiatrist (chiropodist)
operating within the scope of his license."

Tbank you for the opportunity to include this statement in the record of the
hearing.

Sincerely,
A. RUBIN, D.S.C., Scrctary and Editor.

TIE NATIONAL ASSOCIATION OF LIFE UNDERWRITERs,
R eWashington D.C., July 1, 1960.

Re title VI of H.R. 125)80.

Hon. IIARRY F. BYRD,
Jima irna , eoa te Fianmce Corn inife,

Senate Oflee Building, Washington, D.C.
DEAR SENATOIt BYRD: As chairman of the committee on social security of the

National Association of Life Underwriters, I am taking this opportunity to
make a brief statement of the views of my organization with respect to tile
various proposals being studied by the Senate Finance Committee to provide
Government health care for the aged. These prol)sals include that contained
in title VI of H.R. 12580.

For your information, my association is a trade association having a mem-
bership of 78,000 life insurance agents, general agents and managers located in
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all 50 States, the District of Columbia and Puerto Rico. The vast majority of
these individuals sell health insurance as well as life insurance.

We have long opposed the Forand bill (H.lt. 4700) and similar measures
that would provide health care for aged individuals under the social security
program irrespective of their ability to provide for their own health care needs.
By and large, our reasons for taking this position are substantially the same
as those which were so ably presented to your committee by Dr. Leonard W.
Larson, of the American Medical Association, in his statement of June 30.

We are also in disagreement with the type of approach recommended to
your committee on June 29 by Secretary Arthur S. Flemming, of the Depart-
ment of Ilealth, Education, and Welfare, on behalf of the administration.

Passing now to title VI of IHR. 12580, this proposal would add to the Social
Security Act a new title XVI, which would set up a Federal-State program to
provide health care for aged persons who, although not eligible to receive pub-
lie assistance, (1o not have the means to finance their own health care. Thus,
as we understand the purpose of this proposed new program, it would be de-
signed to help only those who are actually In need.

In this connection, I wish to point out that at my association's midyear
meeting held in Louisville, Ky., last March, our board of trustees adopted a
recommendation made by our committee on social security that we "not oppose
any proposal where by the Federal Government would undertake to help to
finance the health care of the aged out of general revenues on a 'needs' test
basis along the lines of-or perhaps as a part of-the existing old age assistance
program." Our reasons for adopting this policy were, again, essentially tile
same as those set forth lit )r. Larson's above-mentioned statement of June 30.

Acting in line with our foregoing policy, I should therefore like to advise
you that while we recognize that future experience may disclose the need for
amendments to title VI of H.R. 12 580, we do not oppose its enactment by the
Congress at this time.

I respectfully request that this letter be Incorporated in the record of the
hearings held by your committee on June 29 and 30.

Sincerely yours,
ALBERT C. ADAMS.

Chairman, Committee on, Sooial Security.

STATEMENT ON SOCIAL SECURITY LEGISLATION By RxiDOLPit T. DANSTEDT. DIRECTOR
OF TIHE WASHINGTON BRANCH OFFICE, NATIONAL ASSOCIATION OF SOCIAL
WORKERS JUNE 30, 1960

Mr. Chairman and members of the committee, the National Association of
Social Workers as an organization and through its individual members has long
been a supporter of the Social Security Act.

The association's policy position on social insurance says in part: "All workers,
including civilian and military personnel, governmental and railroad employers,
and self-employed persons, should be protected by a single system aeainst loss
of income due to retirement, premature death, and permanent disability. In-
cluded in this system should be provision for medical services to covered persons
and their dependents."

We are pleased that H.R. 12580 now before this committee would provide, as
recommended in our policy statement, "Federal protection against permanent
and total disability to all insured workers without age limitation Including de-
pendents' benefits." In 195 when the disability insurance amendment was en-
acted it was the subject of some controversy. Now, 4 years later, the elimination
of age 50 is seen as not only desirable but necessary.

The 1)i11 passed by the House, however. is in our judgment greatly Inadequate
in its failure to provide health care benefits for the aged---one of the large re-
maining single lprohlems for which no national program has been established.

SCOPE OF THE PROBLEM OF THE IIEAI.TH NEEDS OF THE AGED

The problem is an easily stated one although one of substantial pronortlonq.
The aged In the United States are increasing rapidly. Today we have 16 million
persons over 65. Tomorrow at this time there will be 1.000 more such persons
since that is approximately the daily net increase. But It iS not only a question
of large numbers of persons over 65. Because of the improvements In medical
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care and in our standards of living, more persons are living to a ripe old age.
Of all persons 65 and over, more than one-third have passed their 75th birthday.
One in seven is in the 80's, and most of them are women; the women exceeding
the men by nearly 120 to 100. There are, we understand, more than 5,000 per-
sons in the United States over 100 years of age and some of them are actually
working and paying their social security taxes.

With old age have come the usual diseases of age and senility-diseases which
are long in duration and chronic illnesses which frequently require expensive
care in hospitals.

FINANCIAL STATUS OF THE AGED

Any casual analysis of the Income position of the aged Ili the United States
reveals the very simple truth that by and large the aged In this country cannot
afford to pay for medical care. Sixteen percent of the aged receive old-age
assistance which means that they meet very strict standards of need. Another
million aged persons are receiving pensions because of the death or retirement
of a Government employee or railroad worker and almost a million are receiving.
veterans' pensions because of previous military service. In 1956 and 1957,
three-fifths of all people 65 and over had less than $1,000 in money income. Only
one-fifth had more than $2,000. Of all couples with a husband aged 65 and over.
almost half had cash incomes of less than $2,000 in 1956. Half of the aged
persons living alone or with nonrelatives had incomes of less than $900. Even
this small income Is not reasonably certain since much of what goes into these
averages comes from employment and other sources which decrease as age
increases. Almost half--45 percents-of the total income of the aged comes in the
United States from income-maintenance programs, primarily social security and
other public programs.

TIE SOLUTION TO TIE PROBLEM OF TIlE HEALTH NEEDS OF THE AGED

We believe that it is now abundantly evident that the solution to providing
health care benefits to the aged must be through a governmental program under
F"euerai Leadlel slap. We do not consider a prograia of public assistance or some
variation of such a program, but still using a means or income test as sug-
gested in title XVI of the House bill, is either an adequate or a desirable answer
to the problem of the health care needs of the aged.

It seems to us that the solution to this problem lies in a program of con-
tributors social insurance through which our citizens call pay for the cost of
the hospital and related services needed in their older years. We have devel-
oled in the United States a method of insuring against widespread social risks.
We have insured against industrial accident through workmen's compensation;
we have insured against old age through old-age, survivor, and disability in-
surance; we have insured against total and permanent disability through this
system; and we have insured against the contingency of death of the wage
earner. We have also Insured against the contingency of unemployment through
unemploymneit Insurance. In four States in the Union we have insured against
temporary disability or sickness. All of these have been done through the
mechanism of social insurance.

The social security program has become throughly accepted by the rank and
file of the people of this country as it has by the rank and file of the people of
practically every Western industralized country in the world. It Is a sound
method on insuring against certain risks, and it is in the tradition of American
values in that it provides for saving" during a person's working and productive
years so that when the contingency insured against arises the person will be
able to take care of his problems.

Peidlng before this committee are a number of bills: S. 1151, introduced by
Senator Humphrey; 8. 2915, introduced by Senator Kennedy; S. 3503, introduced
by Senator McNamara, and various proposed aimenidmnents to title II by Sen-
ators Gore, Morse, and Anderson. All would meet the health needs of older
people through social insurance.

While we do not endorse these various bills In all particulars we do support
strongly the principle of providing for the health care bills of the aged through
use of the social insurance system contained In all these bills.

We earnestly hope, therefore, that this committee which has, through study
and legislation, improved and broadened our social security program, will take
still a further and urgent step forward by providing to older people within the
social insurance system the one basic protection not now available to them-
health care benefits.

58387-00-28
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NFED FOR A GENERAL ASSISTANCE CATEGORY

We wish to register our support for S. 3755 introduced by Senator M1cCarthy,
which provides a new public assistance title for needy persons free of residence
restrictiois. 'Ihe plight of the empl)loyable unelployed, who do not qualify for
uneplloymient COliRIansiition or fo' whom compensation payilents are inade-
quate or who, for various reasons, are not eligible for assistance under existing
titles, demands a Federal-State grant-in-aid program.

IMI()ROVEMEN'i' OF UiiILI) W WELFARE SERVICES

Finally. we believe that the child welfare section of title V: Maternal and
Child Welfare Services, should be amended to provide authorization of $25 mil-
lion instead of tilt $20 million proposed inI the House bill. When Congress, in
1958, enabled child welfare services to be l)rovided to all children in need re-
gardless of whether they live in urban or rural areas, an opportunity was
offered tilt! States to help neglected and delendent children significantly. The
autlhrizat1)n should adequately reflect tiis broadened responsibility.

We suggest also that the definition of child welfare services included In the
report of the congressionally authorized Advisory Council on Child Welfare
Services be Included in the child welfare section of title V so as to provide an
adequate definition of the types of children to be served and services provided.

STATEMENT BY J. C. ZIMMERMAN FOR KENTUCKY CHAMIBER OF COMMERCE

The Kentucky Chanmer of Commerce is a nonprofit organization representing
Individuals and IusIlesses throughout Kentucky and has Its princll)al office at
670 South Third St reet, Louisville. Ky.

This organization is gravely concerned with the nunerous measures considered
or being considered in this session of Congress which will, of necessity, through
their adoption create the need of added taxation or costs to the citizenry of this
Nation. In particular, the advance of the Federal Government into the field
of medical and hospital Insurance comes Into this category.

It is apparent that continuation of this accelerated policy of spending and
taxing will greatly diminish tile ability of the individual citizen to manage
his own affairs and will, InI fact, destroy personal initiative in the management
of his own economic position.

The Kentucky Chamber of Conmerce has already Indicated Its complete oppo-
sition to Forand type legislation proposed for the p)urilose of providing medical
and hospital benefits on a b)road basis to the aged. This organization does not
endorse the Mills (or Forand) proposal, for many valid reasons, namely that
the Government again Is extending its influence into the affairs of the citizen
In matters which lie should decide for himself.

It is observed that this legislation has been handled inI a frenzied and hurried
manner. We do not believe that a matter as important or as far reaching as
this should be passed without a complete and exhaustive study of needs and cost
and final effect on the economic balance of our country.

STATEMENT OF AMERICAN DENTAL ASSOCIATION, WASHINGTON, D.C., JULY 1, 1960

The American Dental Association has been given permission to file a state-
ment for the record of the hearings scheduled by the Finance Committee for
June 29-30, 1960, on II.R. 12580, Social Security Amendments of 1960, as passed
by tie House of Representatives June 23, 1960.

The association's primary concern at this time is not with H. R. 12580, which
by and large Is an extension and modification of existing social security pro-
grains, but witlh the various new and sweeping proposals that have been and are
being advanced its substitutes for title VI of H.R. 12580 relating to health care
programs for people 65 years of age and over. Accordingly, because of tile limita-
tions of time that have been established, this presentation is confined to a brief
statement of the association's position that the committee should not undertake
at this lie to consider aged health care proposals that go beyond that contained in
H.R. 12580.1

App. I, attached hereto, contains a suggestion for amending H.R. 12580.
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As indicated in a telegram submitted to the chairman of the Senate Finance
Committee late Tuesday afternoon, June 28, the American Dental Association
does not believe that the complex subject of health care for the aged can be given
adequate consideration in the 2 days of hearings that have been scheduled.

The association believes the Finance Committee will make a serious and Ir-
retrievable mistake if it departs in this Instance from the traditional and sound
legislative procedure of reporting important legislation only after there have
been full hearings and the members of the committee have had sufficient op-
portunity to give careful study to such legislation and the problems sought to be
corrected thereby.

To this association's knowledge, the Finance Committee has never held hear-
ings on the health care problems of the aged or on any of the pending legislative
proposals related thereto.

Hearings before other agencies on the general subject of aged and aging have
demonstrated the vast areas of disagreement regarding the nature of the health
problems of the aged and the many and varied approaches that have been made
toward meeting these problems. The Congress recognized this In 1958 when,
ostensibly with full knowledge and deliberateness, it enacted legislation estab-
lishing an elaborate program and machinery for holding a White House Con-
ference on Aging in January 1961 at which representatives from all States and
interested public and private agencies will have an opportunity to participate.
It would appear to this association that to take action now on far-reaching and
irreversible Federal programs dealing with the very subject to be taken up by
the 1961 conference would be entirely inconsistent with the previous action.
Moreover, much of the extensive work that already has gone into preparations
for the conference will have been wasted and no regard will be paid by the Con-
gress to the creature it created to "make recommendations for a course of posi-
tive action In dealing with the problem of aging."

The effect of precipitous action by Congress at this stage would be completely
to ignore the active and serious preparations for the 1961 conference that have
been made by 53 States and territories.

It Is entirely possible that information, evidence, and recommendations will
be developed at this conference which will show that many of the plans being
put forward for consideration of the Finance Committee are not best suited for
meeting the problems of the aged. Surely, action by the committee on new and
untried programs should be deferred to permit a balancing of the conflicting
proposals and a weighing of the evidence in support of each of them.

Moreover, the entire legislative situation surrotinding health care of the aged
appears to be in a state of confusion. According to newspaper reports, several
members of the Finance Committee have within the last day or two introduced
new aged health proposals that previously have not been available for evaluation
and study.

Other proposals suggested for consideration of the committee have not even
been drafted in legislative form so that, at best, the committee and other inter-
este(l agencies and individuals have only a vague and general frame of reference.

The majority of the measures now being offered and announced in the press
as substitutes for title VI of H.R. 12580 have never been subjected to public
hearings before any committee of Congress. Even the controversial Forand bill,
elements of which are contained In several pending proposals, received only lim-
ited consideration in the House of Representatives. The same is true of title
VI of the House-passed bill H.R. 12580, although It is recognized that this pro-
posal is in essence an extension or augmentation of existing programs that are
well known to the committee.

This association Is opposed to the proposals which would introduce a vast
Federal health program as a part of the OASDI provision of the Social Security
Act. It is believed strongly that these measures to make the Federal Govern-
ment the sole purchaser of health care -ervices for people over 65 would not
be in the country's best interests.

It is reasonable to expect that once a program of this kind is adopted it will
be extended until all health services are included for the entire population.
This kind of system Is certain to place undesirable limitations upon the avail-
ability of health personnel and facilities both for people over 65 and for those
in other segments of the population. In addition, under such programs, the pro-
viders of health services unquestionably would be brought under the domination
and regimentation of their sole consumer, the Federal Government, and this
would result in a lowering of health care standards as it has in other countries.
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The dental profession Is especially fearful that adoption of a Government pro-
gram concentrating care on adults will result in the neglect of children's health
needs. T1his has occurred in England and is completely contrary to all accepted
professional standards of dental health care.

There is also the real concern that manpower, facilities, and other resources
will be diverted front the preventive research and other programs which hold
out man's greatest hope for freedom from suffering and disease.

These are but a few of the considerations that should be taken into account by
the committee.
Tle conunitf' also should obtain information on the extent to which hos-

pitals, in particular, will be able to deliver the services envisioned in the Forand
hill and similar measures and the extent, if any, to which people other than aged
who tire in need of hospilil and medical care may be displaced. There also Is
the basic question of whether the greatest health need of the aged is in the
form of hospital care or in the form of less intensive care.

The committee should also receive evidence to determine whether the needs
of the aged would best he served by a program based upon personal investiga-
tions and decisions at the local level or upon stereotyped categorical rules made
at tihe 'Federal level.

Many, many other serious problems are involved il the legislation which are
deserving of deep study and analysis that cannot be accomplished in the hectic
atmosphere of the few remaining days of Congress and in the heat of the presi-
dential and congressional election caml)aigns that are now in progress.

Programs as far-reaching and permanent in nature ns those being proposed
require sober, statesmanlike consideration and strict adherence to sound, de-
liberative legislative procedures.

Most, if not all, of the aged health proposals before Congress include provision
of dental services lit varying extent. The American Dental Association believes
that, as the representative of approximately 100,000 dental )ractitioners, it has
a vital and important Interest in such legislation and should be accorded full
opportunity to communicate its views in detail to the committee.
The American Dental Association strongly recommends therefore that the

Finance Conunittee not act upon new aged health care programs until it has
had an opportunity to hold comprehensive hearings and to review the proceed-
ings and recommendations that will be forthcoming from the 1.961 White House
Conference on Aging.

APPENDIX I
The Americ'an Dental Association wishes to bring to the committee's attention

a provision Included in title VI of H.R. 12580 which introduces a standard for
determining eligibility for "major dental treatment" that is professionally un-
sound and unrealistic.
The provision referred to is the language of section 1606(b) (1) which pro-

vides that only major dental treatment "to the extent determined by a physi-
clian to be medically necessary" is to be included as a benefit under the law.
According to the House report on tile hill (H. Rept. No. 1719. 8flth Cong.. 2d
sess., 1). 134), this language is intended to exclude "routine dental services for
conditions not seriously affecting a pers,)n's general health." H')wever, the
meaning of the quoted statement from the House report is not clear since see-
tion 1(06(b) (2) (J) specifically limits "major dental treatment" to conditions
that have or may "seriously affect" a person's general health.

It Is the opinion of the American Dental Association that the inclusion of
these provisions In the bill indicates such ignorance of medical and dental
science and practice that doubt Is cast upon the content of the entire bill. It
definitely is illustrative of what happens when health care or other technical
legislation is drafted by persons having no knowledge of the subject and no
attempt is made to obtain professional advice and assistance.

The association believes it should hardly be necessary to point out that by
education, training, and experience dentists are acknowledged to be better
trained and equipped to diagnose and determine the seriousness of dental
dlosases than members of any other profession including medicine. In fact,
doctors of medicine receive little, if any, training relating to dental diseases
and It is common and usual practice for them to refer patients to dentists when
a dental disease is suspected. Moreover, certain dental diseases and conditions
in aged persons may be acutely serious, whereas the same disease in young
persons may be regarded as of a more or less routine nature. Professionally
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speaking, however, it is difficult to conceive of a dental disease in an elderly
person which would not have serious effect upon his general health. In any
event, a proposed Federal statute such as H.R. 12580 need not contain such
limitations. The State and local administrators, In cooperation and consulta-
tion with professional people who understand the problems, can best determine
the medical, dental, and other health needs of persons eligible for care. The
medical care authorizations in the existing assistance statutes make no distinc-
tions and carry no restrictions of the type referred to in H.R. 12580, and pro-
grams operated thereunder have not encountered difficulty in this regard; under
those programs eligible persons having conditions or diseases requiring treat-
ment receive it without particular regard to the anatomical location of such
disease or condition.

It is also noted that under section 1606(b) (2) (1) an aged person with a seri-
ous oral infection could not receive penicillin or other medication on the
prescril)tion of his dentist.

It is submitted that the restrictions referred to above are unnecessary and
unrealistic and should be deleted from the bill.

STATEMENT OF SOuTl DAKOTA STATE VEDICA, AsSOCIATION

The South Dakota State Medical Association has considered carefully the
problems surrounding provision of medical care for the elderly, some of which
are covered in title XVI of II.R. 12580.

The deliberations of the house of delegates during the association's annual
meeting in May resulted in what we consider a logical five-point program. Basic
points in that program are as follows:

1. Implementation of a statewide medical care program for tile indigent
aged (categorical assistance recipients).
2. Possible implementation of the above program to provide services to the
near needy who do not meet the rigid requirements for indigency under old-
age assistance.
3. Improvement locally of nursing home facilities.
4. Broadening of voluntary health insurance plans to cover aged with ability
to purchase coverage.
5. Removal of the $1,200 per annum ceiling of earnings of social security
beneficiaries.

Title XVI, as passed by the House of Representatives, may well meet the re-
quirements of our point No. 2. Any change that would provide medical care
to all beneficiaries of social security would be most unwelcome and ill timed.

The doctors of South Dakota cannot accept the premise that all social security
beneficiaries are destitute any more than we can accept social security as In-
surance. Such programs are not actuarily sound, have established no real need
for being, and are exorbitant in cost.

It is respectfully recommended that title XVI of H.R. 12580 be accepted as
passed by the House or deleted entirely pending deliberations of the White House
Conference on Aging in January.

HARRISBURG, PA., Jul1Y 1, 1960.
Mrs. ELIZABETII B. SPnINOER,
Chief Clerk, Senate Finance Committee,
New Seniate Ofice Building, lWa8hingtoin, D.C.:

Obviously time does not permit Pennsylvania Medical Society preparing testi-
mony on H.R. 12580 suitable for printing In record. We have reviewed statement
of Dr. Leonard W. Larson supporting H.R. 12580 and endorse his position. Please
Inform committee to this effect.

DANIEL H. BEE, M.D.,
Chairman, Board of Trustees, Pcmsylvania Medical Society.

STATEMENT OF SENATOR E. L. (Bon) BARTLETT IN SUPPORT OF S. 3503, JUNE 29, 1960

One of the great problems of our Nation, and one of the distressing facts, is
that about 91/ to 10 million persons over 65 have no medical care insurance. Al-
though the Department of Health, Ei"ducation, and Welfare has estimated that as
many as 6%,A million persons over 65 have some coverage, a 1957 survey showed
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that among hospitalized Insured couples, 73 percent had zero to one-half of their
medical costs met by Iisurance.

It is clear that l)rlvace insurance plans have been unable to meet the need for
health insurance in this age group. The very period of life when the need for
medical care i-4 most urgent is the period of life when vast numbers of our fellow
citizens tire lacking the income or the insurance to provide that care. Many of
these citizens must rely upon charity for assistance. Others live with the day-
to-day dread of serious illness, which, when it comes, can erase savings.

One consequence of this situation is that many Americans over 65 years of
ago are without the contentment and the peace of mind to which they aspire so
justly. A second consequence is that preventive medicine, an area of medical
science of increasing significance, is largely neglected insofar as millions of our
fellow citizens are concerned.

It now appears that our country's political leadership, regardless of party,
recognizes the need for Federal legislation. The question is not whether there
should be legislation, but what type of legislation should be enacted.

As for me, I believe that S. 3503-the MeNamara bill-is legislation America
needs. By providing coverage for home health services, laboratory and X-ray
services without the lrereluisite of hospitalization, S. 3503 encourages preven-
tive medicine and discourages unnesessary congestion of our limited hospital
facilities.

Primarily, the costs of insurance under the bill would be financed through the
social security system. The dignity of American men and women would be en-
hanced not only by protection against the increasingly prohibitive cost of medical
care, but also by their realization that benefits under this program are made
possil)le only by their own contributions during the working years. A country
which prides itself on self-reliance and initiative should be a country where
men and women need not rely on charity or doles to meet medical needs In old
age. At the same time, the concept of self-reliance does not prohibit our national
community from facing the problem of medical costs for the aged in a sensible
manner, apportioning the costs among the entire working population to mini-
mize hardship and catastrophe to the individual. This principle is nothing
more than the principle of all insurance programs, expressed by our people In a
national decision.

One of the virtues of S. 3503 Is that provision is made for coverage of those
citizens among whom the need is frequently most crucial. I refer to those re-
tired persons who do not qualify for OASI benefits.

While using the single administrative mechanism of the social security sys-
tem, the bill does not neglect those who are not qualified for social security pay-
meats. A provision Is in tihe bill to meet their need and to give them coverage.
This provision, I believe, is one of the chief advantages of S. 3503 over H.R.
4700.

There are some who object to so-called compulsory features of the bill, but
I submit that it Is no less compulsory to pay charitable contributions to the sick
out of general tax revenues than it is to increase social security levies to pay
for this program of vital social legislation.

The United States Is the only major Industrial Nation which has no plan for
medical Insurance for the aged. It Is an old principle of government, and a
conservative principle, that it is proper for government to help people to help
themselves.. Approval of S. 3503 offers that kind of help and provides a real
answer to a pressing national problem.

I am hopeful that the committee and the Senate will act favorably on .. 3503,
so that the retirement years can be more truly "the golden years" and so that our
senior citizens can know freedom from fear more completely.

CAMDEN, N.T., July 6, 1960.
SENATE FINANCE COMMITTEE,
NeW 1 enate Oflec Building,
Wa.shington, D.C.:

The members of the Industrial Union of Marine an( Shipbuilding Workers of
America, AFL-CIO, urge the Senate Finance Committee to adopt medical care
benefits for the aged within the social security system. Only through this
method can we insure equitable medical coverage for all the people In this
country under an administratively feasible program which can be tied In with
one already In existence. We unalterably oppose any medical program which
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establishes a means test as a standard of whether or not such individual shall
receive such care. By the time tie means test is undergone the individual may
well be dead. We hold that it is a matter of right and equity that those people
who have established isuranice for theitiselves under the social security system
shall be assisted in furthering such self-insurance through a program of medical
care which is covered by this system. This is not socialized medicine, it Is
merely insurance against disaster and grief which strikes every individual
during his lifetime aii(l only on a national scale can the cost be brought down
to the pocketbook of the average citizen.

JOHN J. GROOAN,
J'residcn) t.

ANDRiEW A. PFT TI8,
Vice Prestdent.

Roitii D. BLoDo,
SceretaryTreast rer.

MEDICAL SOCIETY OF TIE STAT. or NORTH CAROLINA,
Raleigh, N.C., Junc .29, 196.

-Ion. HARRY F. BYRD,
Ohairmaii, Committee on Finance,
U.S. Senate, 1W'ashington, D.C.

DEAlt MN. CHAIRMAN : We regret the seeming urgency in legislative procedure
which forecloses the opportunity of the Medical Society of North Carolina,
through its officers, in having allocation of time in which to present in emphatic
and personal testimony the sentiment expressed by this society and its members
on the provisions of H.R. 12580 now before the Senate and your committee. It
would seem highly desirable to us that the usual processes of government and
legislation permit an adequate study of the problem of medical care and services
to be required of the upcoming group of elder citizens which have so markedly
excited leaders of a political concern and attitudes. To be sure, wise decisions
nor workable plans are scarcely born of hasty considerations and action such
as certain pressure groups are wont to devolve upon the Congress. This society
conscientiously initiated a study of the question in 1955 based upon a natural
and logical concern as it would with any etiology. As a result, this society
adopted in its house of delegates in 1958 the principle of a general assistance
program for the medical care of the aged and so recommended it to the North
Carolina Advisory Budget Commission In 1958 and to the General Assembly of
North Carolina in 1959. Out of this movement courses of action are in effect
regarding many facets of the problem which are bringing solutions which the
taxing Congress can never bring for lack of understanding and appreciation of
the human equation as to gift of government on the one side and benefits to the
citizen on the other.

Briefly this society takes the following categorical stand:
1. It never favors the taxing powers of government to do for people that

which they can do adequately and do better for themselves than government
can.

2. It finds vast inequities in the Forand principle of legislation and fears the
threat of it in the form of amendments to H.R. 12580 should hearings fail to
bring out needed study of the bill.

3. By policy the Government has authorized and financed a citizens conference
to treat with the subject of the aging-anent the White House Conference of
1901. Therefore, the Congress should give heed to its own directed course and
await the word which may emanate from this voice of citizen-leadership par-
ticipating in the 1961 White House Conference on Aging.

4. In North Carolina there Is in effect at this time programs of voluntary In-
surance wherein 55 percent of the citizens 65 years and above are covered by
hospital and medical care insurance and all logical trends in the development of
this movement indicates that the figure of 65 to 68 percent will be reached by
1965. Therefore, a grant-in-aid program designed solely for those in need,
proven by physician and local administration investigation constitutes sound pub-
lie policy and programing.

5. This society desires to assert its faith in community programs of teamwork
in which the practicing physician participates and where we are demonstrating
in this State that the combined approach of home nursing, physical therapy,
community social and technical guidance is resulting in superior care in the
home to that frequently afforded, with less efficiency, in the general hospital.
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It such programs one takes note of tile prlde of achievement manifested in the
(hronically Ill and aged care ili the ioiie anl, ildee,. pride of tie family, coni-
munity, and health team which has inade such Individualized home care possible
and practicable.

fl. Wherein II.R. 12580 purports to extend the eligibility of compensation bene-
fits to Ihe totally disabled under OAST)I, there Is now strong Indication of laxity
in iledical evaluations on the present nonpatlent contact basis of team evali-
tions, including pIiyshiilns wiho do not practice medicine nor keel) abreast of
the accomplishments for the disabledd through clinical medicine. 'This nmalopera-
tion ill evluations can onlyy be extended and exaggerated were the Congress to
add yet hundreds of thousands additional disabled to the scale of eligibility.
Moreover, this whole systeil of premium placed uon disability wln related
to voluntary compensation, industrial compensation, alld veteran benefits, raises
a point of grave concern whether the Congress does not indiscriminately create a
class of malingerers and cleats for whom no self-respect or rehabilitation service
serves to prise hint away from the "benefit trough."

7. Tle previous Government policy approach to similar problems of economic
need find of professional services has been efficiently devised in grant-in-aid
programs participated in wisely by State and local governments and usually ad-
ministered wisely and efficiently at the community and State levels without a
inarked abuse in bureaucracy. Such devices need to be spelled out in a proper
bill drawn after adequate study.

8. Perhaps many citizens have equal or greater needs before the magic age of
retirement (65) and for that reason adequate study of equivalent needs should
be nmade before enacting half measures for those 65 and above. Investigation
should be made of all who need general assistance in health services.

9. Whatever plan is authorized in current enactments should be so stable as
to not warrant tamiering by immediate succeeding Congresses nor subject to the
whims of political pressure groups. To do otherwise will invite political wreck-
age of tiny program undertaken. Now this society favors the principles involved
in 1.1. 12580 or in title XVI.

10. The society has never favored Inclusion of medical physicians under social
security, as the tax is diserimlinatingly hIgh on the concentrated period of
physician earning. Moreover, physicians tend to live shorter lives and work later
age levels than other groups in the working market and thus would dliscrimi-
nately receive fewer benefits from social security, and thereby would pay greater
proportions of social security In support of other workers.

11. Physleians throughout the world resist the Impact of socialiaztion of medi-
cine because all cases prove lowered standards of services and care ulder such
systems and socialization Is noted for Its sordid interferen'e with choice of and
patient relationship witli physician. These facts the Forand type proposal has
never tfken Into consideration.

For these reasons an( other influences, we feel certain, the Conaress will desire
to take cognizance of and in so doing will yet desire to give deeper study to
the overall program. thereby tie present departures proposed and born of
pressure tactics are beinI implemented in acts proposed in the Congress.

Finally we file herewith and make a part of the Committee on Finance record
a document entitled "Statement of the Medical Society of the State of North
(a rolina, II.R. bill 4700, S6th Congress. by John Robert Kernodle, M.D., July 10,
1059. to the Committee on Ways and Means, U.S. House of Representatives." 1

Respectfully submitted. AMos N. .TOlIDISON, M.D., Presldenmt.

NEW YoRK HOTEL TRADES COUNCIL, AFIr-CIO, PENSIONERS SOCIETY,
New York, N.Y., Jine 28, 1960.

Senator HARRY FLOOD BYRD.
(h11 irman, Finanee Committee.
U.N. Renate, Wa.h ington. D.C.

DEAR SENATOR BYRD: We are writing to express tile views of 2,600 pensioners
and 35.000 active members of the New York Hotel Trades Council.

We strongly urre that you support legislation to provide prepaid health care
for our aging citizens. We favor the social security mechanism as the most
efficient, economilcl, and practical method. Health care Insurance is a logical
addition to the social security system.

2 Filed in Finance Committee files.
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Our pensioners, whose income from social security and their pension combinedL
averages about $103 monthly, can barely afford the daily necessities of life.
They cannot additionally pay for health insurance.

The entire membership of our council is unalterably opposed to legislation,
which requires older people, with reduced income, to pay for health insurance.
They are opposed to Fubsidizing commercial insurance as too costly. We see no
possibility that all Scates will raise the necessary funds to put a Federal-State
subsidized insurance program into effect.

Most of our States are having difficulty meeting their budgets now. Further
tax increases are anticipated without adding the heavy burden of health care.

New York State officials have publicly stated that the expense of subsidizing
health care insurance would be beyond the ability of the State to meet. Gov-
ernor Rockefeller has vigorously opposed the subsidizing method and has de-
clared for the social secuirty principle as most sound and practical.

Only yesterday six other Governors including Brown of California rejected all
other methods of financing health care and endorsed the Forand principle,
through social security.

The people do not want charity. They will not accept a means test or
investigation of their private affairs. They want security with dignity. They
are willing to pay for it, now, when they can afford it, so that when they are
forced to retire this problem won't exist.

We urge you to actively support legislation providing health care for the
aging under social security and to seek passage of it at this session of Congress.

Very truly yours,
WALTER J. SHEERIN, Director.

PITTSBURO, PA., June, 29,1960.
Senator HARRY F. BYRD,
Chairman, Senate Finance Committee,
Senate Offlce Building, Washtington D.C.:

Would like to appear before committee to testify in support of legislation to
provide health benefits to aged through contributory social security system.
However do not want to delay completion of committee's work in the closing days
of session, therefore would prefer to be recorded favoring adding health benefits
to the OASDI system and having this telegram included in the committee's record.

MARVIN R. PLESSET, M.D.

ALAMEDA-CONTRA COSTA MEDICAL ASSOCIATION,
Oakland, Calif., June 2/, 1960.

Hon. HARRY BYRD,
Senate Offlce Building,
Washington, D.C.

DEAR SIR: It Is a pleasure to communicate with you with regard to a piece of
legislation which can be honestly supported by the vast majority of medical doc-
tors in our Nation who are the only people who have daily contact and intimate
acquaintance with the health problems and needs of the aged.

This is title XVI of H.R. 12580. The diligent work of the House Ways and
Means Committee has closely identified the needs of indigent old people, and has
taken a long step toward solving them in a manner which is not disruptive of
present mechanisms of medical practice and medical economics. This solution
will permit continued improvement and evolution in the fields of health insur-
ance and particularly in the field of providing medical services to the aged. It
has the additional virtue of economy, local control, and local self-determinism to
permit recognition of the variability of medical problems in the widely differing
areas of our Nation.

The medical association urgently suggests that further necessary considera-
tion by the Senate Finance Committee be accorded this legislation.

Yours very truly,
JOHN G. MoRnisoN, M.D., President.
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GOLDEN AGE CLUBS,
Trenton, N.J., June 28, 1960.

11011. IARRY F. BYRD,
Chairman, Senate Finance Committee,
,cnlte Building, W1ashington, D.(.

i)EAnl SI-.NATO19 BYDn" We, the members of the Golden Age Club, 250 senior
citizens, wish to express our firin conviction that the bill for medical care for
.the aged which has been approved by the House is most inadequate and will not
provide the assistance so desperately needed by us.

It seems only logical and certainly more economical to use the well-established
inechanisi of the old-age and survivors insurance program to supply this addi-
tional care.

Tie basic governmental responsibility Is Imperative at this time If you sincerely
wish to bring aid and relief of the senior citizens in this vital matter of medical
ca r'e.

We urge you to use your good office to bring out a bill which will provide
adequate medical care as part of the OASI)I program.

Very truly yours,
BhENJAMIN BENMAN, President.

BROOME COUNTY MjEI)ICAL SOCIETY,
Binghamton, N.Y., June 28, 1960.

Senator HARRY F. BYRD,
U.S. Senate, Washington, D.C.

DEAR SENATOR BYRD: The Broome County Medical Society of the State of
New York is in favorable accord with the action taken on social security bill
I.t. 12580. This includes new medical care title XVI grant-in-aid program for
the "Near Needy" aged with local determination of eligibility and administra-
tion.

We strongly urge, however, that the Senate Finance Committee hold hearings
on this bill. We urge further, that no legislative action be taken on H.R. 12580
pending completion of adequate studies on the overall problem of health care
for the aged.

Our reason for making these requests Is obvIous-the ever-Increasing multiplic-
ity of Ideas regarding medical care of the aged Indicates that a proper solution
Is still being sought. Until such time as the results of careful, thoughtful
studies are known, we feel that hurried legislative action at this time would
fail to achieve any real solution to the problem of medical care for the aged.

Respectfully,
JOHN A. KALB, M.D.,

Chairman, Legislative Committee.

RESOLUTION ON SOCIAL SECURITY TERMINOLGt BY TIE ARKANSAS STATE ASSOCIA-
TION OF LIFE UNDERWRITERS

Whereas the Arkansas State Association of Life Underwriters (hereinafter
referred to as "ASALU"), a trade association representing 642 members, be-
lieves that the use of Insurance terminology In the social security program
has created a misconception by the lui)lic, since the social security program
Is not insurance, nor are social security taxes "premiums": Now, therefore,
be it

Resolved by the board of directors of the ASALU, That it is hereby urgently
requested that Congress delete all insurance terminology from the social security
program, that a declaration of policy be incorporated In the act pointing out
that the program is not, and is not intended to be, an insurance program and
ihat it shlll hencefortlh not be represented as such In any way by any official
or employee of the Federal Government ; and be It further

Resolved, That a copy of this resolution be sent to President Eisenhower;
Ilon. Arthur S. Flemming, Secretary of the Department of Health, Education,
and Welfare, Hon. John L. McClellan, Hon. J. W. Fulbright, Hon. Dale Al-
ford, Hon. Wilbur Mills, Ion. W. E. Gathings, Hon. W. F. Norrell, and Hon.
Oren Harris; and be it further

Resolved, That a copy of this resolution be sent to the National Association
of LIfe Underwriters as an indication of support In principle of Its position
opposing the use of insurance terminology in the Social Security Act.



'SOCIAL SECURITY AMENDMENTS OF 1960 433

CANDOR, N.Y., June 29,1960.
lie medical care for the aged.
Senator IIAItY F. Byno,
Clitairn '(i, Senate Pinance Commnittee,
k evite Ofice Bitilding,
ii'ashington, D.C.

SiR: Social security bill Hi.R. 12580 is before your committee for deliberation.
May I add my coument to it.

Legislation concerning revision of our social security system and the medical
care for the aged is of utmost Inl)ortance. The decisions reached will influence
the picture of our country's retirement philosophy and tax structures to a very
high degree.

There is felt a sense of urgency in congressional circles about this problem,
a feeling which is accentuated by the nearness of the forthcoming elections.
I like to appeal to the sense of levelheadedness of yourself and your conunit-
tee members not to rush to any conclusions while exposed to undue pressures of a
political nature.

Congress has set up machinery to prepare for the 1961 White House Con-
ference on Aging, and it canm rightly be expected that the country's best minds
will be available at that time to help in reaching the really best possible solu-
tion. All the efforts and expenses made in connection with it would be wasted
if legislation were passed now before the White House Conference had a clnce
to meet.

I had the opportunity to participate in a preparatory regional meeting which
was held in Binghamton, N.Y., on April 20, 1060. It may interest you that
it was the unanimous consensus of the group that Forand-type bills are not
the answer to the medical care problem of the aged.

It was brought out that no amount of governmental subsidy will ever prove
satisfactory. Rather, the best approach was felt to be an Improvement of the
earning power and financial situation of the aged in such a way that they
themselves can be in a position to pay for their own medical care expenses.

At present a man of 65 is forced to retire from his job, and to reduce himself
to the low income level for the social security benefits plus no more than $1,200
outside income a year. These stipulations were originally written into the social
security legislation in order to relieve the labor situation of the thirties. That
situation has basically changed since then and will probably never return. In
the meantime experience has proved that that philosophy is not even as ideal as
was originally assumed. Industry has frequently suffered through the loss of
valuable skills. The retired worker has not always found the enforced leisure-
time to be a desirable paradise.

The various panels studying this problem made the following recommenda-
tions:

(1) Retirement should be permissible on a physiologic basis not compulsory
because a worker reaches his 65th birthday.

(2) The ceiling on maximum earnings should be raised considerably or prefer-
ably the restrictions on earnings should be lifted altogether.

(3) -A worker's vested rights In his pension funds should be protected even
when he changes jobs thus guaranteeing him the full pension Income which he
has earned through his lifetime accumulation of contributions.

(4) Voluntary health insurance should be made available which-
(a) provides coverage irrespective of age or usage;
(b) is guaranteed convertible from group contract to nongroup contract;
(o) provides the option whereby a man may elect to pay higher premiums

during his working years but then has bis policy fully paid up at age 60 or 65.
(5) Assistance on the Federal or State level should be made available to pro-

vide the needy with protection against catastrophic illness. The l)remiums pay-
able for such subsidized major insurance and the amount of the deductible excep-
tion should be graded according to a man's need (not across the board to
everybody like the provisions of the Forand bill).

After recommendations 1 to 4 are in effect the majority of retired workers will
eventually have no difficulty to pay the initial deductible expense from savings,
Income, or through private insurance coverage of their choice before they have
to call on the major medical coverage suggested In recommendation 5. I hope
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that you and your coniiltte, will see fit not to vote for any immediate legislation
before not all thi factor.4 involved have Leen carefully studied Ili an1 atmosphere
of iuinasteiied search for true wisdom.

Sincerely yours,
JOHN II. JAKES, M.D.

STAiEMENT BY ILLNOS M.AN UFACTIyIERs' ASSOCIATION" IN OPPOSITION TO PROPOSED
AMiI:NIIMENT TO Tilu, SOCIAL SEC(TIII'IY ACT, II.R. 12580, JUNE, 30, 1..0

The Illinois M annufact urers' Association embiraces in its niemnbershii) approxi-
nately 5,000 ma nufactlring tirins in Illinois, large, snll, and medium sized
which Ir( engraved Ii a wide variety of lpr(iitlon activities. Our members have
a very direct interest in tie subjtct of these hearings, and we tare grateful for the
opportunity to present our views to your committee.

We have carefully considered the changess wii('h would be made in the Social
Se(irl-ty Act, if iI. l N 0 is enacted into low, is well as the numerous other
proposal ls which were colsldered by the louse Ways and Means Committee. We
are (,slecially coluernei wit the chang-es which are proposedl in "Title III:
Benefit Amounts." "Ti'tle IV: lisability Insurance Benefits," "Title V: Employ-
invent Security," and "Title VI: Medical Services for tile Aged." We wish to
express opposition to 1iany of these proposed changes.

I MA II.DICTION8 IN 1935 WIEi WELL FOUNDED

In ia bIllelln to members of ti, Illinois Manufacturers' Association dated May
0, 1935. at the tinie tile social security bill was being considered in tile Federal
Congress. IMA expr(,ssed opposition to this legislation for a number of reasons
and predicted that It wvoulld impose stulendous and ever-growing tax burdens
upon industry and i( American public. The predictions lmade at that timle re-
garding the stupendous costs of this program were underestinated. In tile fiscal
year 1958 tile taxes collected under the retirement, survivors, and disability in-
surance prhgrain totaled $13,099 million. This was equal to 18.3 percent of the
amount of tile entire Federal budget of $72 billion.

In tile IMA bulletin of May (1, 19.35, previously referred to, we predicted that the
future course of the social security program would lde dictated by political ex-
pediency. 'ih(e following is t (Iotation fromn tiat lilletin:

"When tile principles of this measure have been Incorporated upon our Federal
and State statute books, future consid(teration of social legislation woul( be almost
entirely it matter of political expediency. Old-age pensions, unemployment t-
sllrance. et(., WOildl become political footballs. Greater coverage and more gen-
erons allowances would lue the principal Issues ill sul sequent sessions of our legis-
lative bodies. The 'sky would be the limit.'

"The recent almost unanimous vote of the House of Representatives of the Fed-
eral congress s o1 tils measure illustrates ]low thoroughly politics dominlates
consideration of legislation of this type. Many of the Members of Congress
voted for the bill against their best judgment, frankly saying that it would le
Political suicide' to (1o otherwise because of the great public sentilment for this
legislat loll."

This predition has certainly been borne out. Tile act originally provided that
retirement benefits would be paid only to retired workers at age 05 or over, with
tile first payments to mdemade il 1942. But, in 1939 Congress began changing tile
program, moving up the first payments to 1940 and providing benefits for nm-
hers of the families of retired or deceased workers. During the past 20 years
group after group has been added to the eligibility rolls, benefit payments con-
stantly raised. age limits lowered. eligibility broadened, and taxes increased.

Tbe iumost sweeping changes were voted successively in 1950, 1952, 1954. 1956,
and 195--all election years for Melubers of the House of Representatives 1122d
one-third of the Members of tile Senate. Unfortunately, our Social Security Act
has become a political football.

MEDICAL CARE FOR THE AGED

In this election year of 1960 the subject of hospital and medical care for the
aged has assumed great political Importance. Both political parties are using

le(ical care proposals to compete for tile votes of the 16 million citizens who
are 65 years of age and over. This is a voting bloc of more than ordinary po-
telitial.
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Tie House Ways and Means Committee spent many months considering many
proposals to provide medical and hospital care for aged persons. The committee
finally was able to devise a hill, 11.11. 12580, which on the surface iN soulewlmat
milder in its provisions than most of the other proposals. However, the manu-
facturing industry in Illinois as represented by the Illinois Manufacturers' Asso-
ciation is not in favor of this proposed legislation.

Efforts will probably be made In the Senate to amend II.R. 12580 to include
many of the objectionable features which the House Ways and Means Committee
has already turned down. It would be a great disservice to the American public
if any such vast new permanent program, costing billions of dollars a year, were
passed in haste and in an atmoslphere supercharged with election year politics.
Once such a measure is enacted Into law, succeeding Congresses will he under
pressure, as past ones have been since the first social security measure was
adopted, to extend both coverage and benefits.

i[EALTH INSURANCE COVERAGE IS EXPANDING

Adequate health insurance Is available at reasonable premiums for aged
persons as well for the general population. Voluntary health insurance is a
sound and economic means for providing the aged with the medical care they
need. Great strides have been iade In the number of aged persons being covered
by private insurance prograius. The health insurance industry estimates that
by the end of this year 65 )ercent of our older people who need and want such
protection will be covered by voluntary health insurance; 80 percent will be
covered by 1965, and by 1970, 90 percent of our older population will have such
protection. It Is obvious that the proponents of this legislation propose a per-
manent governmental scheme as the answer to a temporary problem.

If the Government gets Into the health insurance business, voluntary in-
surance programs would be undermined and replaced. Tile Government would
force a large segment of a private industry out of business. Private enterprise
coul not compete with a Government system of health benefits.

Under the present system of private medicine, Americans have the highest
quality of health care In the world. Americans can be proud that there is no
evidence that the aged fail to receive adequate health care because they cannot
pay. This is a real tribute to the medical profession.

DECISION ON MEDICAL CARE SHOULD BE DEFERRED UNTIL 1961

The White House Conference on the Aged will be held early in 1961. At that
time representatives from each State will discuss the whole general problem
concerning our aged population. Certainly this would be an Ideal time to re-
solve such an important issue as medical care. No Federal legislation should
be enacted until the results and findings of the White House Conference are
known and studied.

Medical care in any guise is a start toward socialized medicine. Even though
it might temporarily be limited in scope It would provide an opening wedge for
establishing a compulsory health-care program for citizens of all ages-con-
taining certain built-in invitations for pressures to expand any initial program
that might he adopted.

The quality of medical and hospital care in the country and our private
medical system would be weakened. The Federal Government would set rates
of compensation for hospitals, nursing homes, doctors and dentists, as well as
setting standards of care. Underestimates in costs (a likely possibility) would
result in pressure to reduce charges, which in turn would mean a reduction in
quality of care. Overusage of facilities would be inevitable and would diminish
standards of care.

It would strengthen efforts in other fields to centralize further the direction
and control of our economic and social system, and weaken the cfftrts to attain
steady, st.atained progress through encouragement of Individual initiative, per-
sonal freelom of choice, private enterprise achievement, and local and State
responsibility. The ultimate responsibility for health treatment rests with the
individual rather than through Government action.

A number of services are now available to provide medical care for persons
65 years of age or over, Including-

(a) The individual himself and his family.
(b) Employers.
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(o) Community and social agencies.
(d) Favorable fee treatment by doctors, hospitaLs, etc.
(e) Insurance companies and Blue Cross organizations.

Rccommcndation
The IMA submits that the Government-Federal or State--should not under-

tke to furnish medical care for the aged until there has been a clear and unmnis-
takabhe demonstration that existing services are not adequate to supply such
(!tire. We have se(ii no demonstration whatsoever of such'inadequacy.

We recommend, therefore, that all legislation now pending which is designed
to provide medical care for aged l)ersons should be rejected.

BENEFITS TO DISABLED PERSONS

II.11. 12580 includes a provision which would remove the age limit of 50 years
to allow disabled persons to qualify for disability insurance benefits. We are
not in favor of that proposal.

On February 2, 1956, a representative of the Illinois Manufacturers' Associa-
tion appeared before the members of the Senate Finance Committee when it was
considering proposals to include benefits to disabled persons in the Social Secu-
rity Act. Ie said that benefits to disabled persons is a separate problem and
does not belong in the ol age retirement program and that it would be a big step
toward socialized medicine. Ile continued:

"We could expect constant pressure for future liberalization provisions. The
age of 50 is no nagle figure as the dividing line for benefits. The disabled, re-
gardless of age, would soon be demanding benefits. Benefits for dependents for
disabled persons would doubtless be demanded in future years."

This prediction was well-founded. Dependents of disabled persons are now
eligible for benefits. It is now proposed to remove the age limit and provide
benefits for all disabled persons regardless of age. We object to this further lib-
eralization of the Social Security Act.

INCREASE IN FEDERAL UNEMPLOYMENT TAX

11.1. 12580 proposes to increase the Federal unemployment tax paid by em-
ployers from 0.3 percent to 0.4 percent of their payrolls. The money which is
collected front that tax Is used to finance the administration of the unemployment
compensation and the employment service programs of the various States.

The employers in the State of Illinois object to tills tax increase. Ever since
the enactment of this tax Illinois employers have been short-changed. During
the flical years 1936 to 1953 they paid a total of $222,672,000 in Federal un-
employment taxes but only $103,674,000 or 46.6 percent was returned to Illinois
for employment security purposes. Illinois employers object to financing the
programs of other States and resist a further increase in the tax which they
must pay.

During the fiscal years 1936 to 1953 employers in all States paid $2,827,802,000
in Federal unemployment compensation taxes. Of this amount, only 67.7 per-
cent or $1,914,058,000 was used for the purpose for which the tax was paid. The
surplus of $913,744,000 which was not used for employment security administra-
tion went into the Flederal Treasury.

Since 1954 the surplus has been used to build up a loan fund of $200 million to
be used for loans to States which exhaust their trust funds from which benefits
are paid and the balance was returned to the individual States.

One of the proposed reasons advanced for the increased Federal tax is to build
up the loan fund to $550 million instead of the present $200 million. We recom-
mend tilat a part of the nearly a billion dollars surplus which was paid by
employers and not used for the purpose intended, be appropriated by the Con-
gress and added to the lon fund instead of increasing the Federal tax for this
purpose.

There is probably no other law that commits future generations to greater
financial obligations than does our Social Security Act.

It is unwise and unnecessary for Congress to mortgage the future of Americans
as a free people by enacting legislation of the type presented in I.R. 12580 In
the best interests of all, we ask you to vote against these proposals.
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STATEMENT OF TIE CHAMBER OF COMMERCE OF THE UNITED STATES ON
AMENDMENTS TO THE SOCIAL SECURITY ACT OF 1935, JULY 5, 1960

The Chamber of Commerce of the United States supports some social security
proposals being considered by your committee, but is opposed to all the health
care proposals for reasons outlined in this statement.

MEDICAL CARE FOR TIE AGED

1I.R. 12580 would create a new program (title XVI), involving Federal grants-
in-aid to those State which provide medical assistance to aged persons who cannot
readily afford costly illness. According to the report of the House Ways and
Means Committee, this program would initially cost about $325 million annually,
with the National Govermnent supplying $165 million and 1tatcs, $160 million.

This report estimated that the number of aged who might qualify for such
medical assistance number from 500,000 to 1 million in a year. We have
examined the conunittee report in detail and we believe that data now avail-
able are inadequate on which to make a reasonable, reliable estimate of the
additional cost to the National Government and to the State governments.
Also, we find no data Indicating all States need to establish such programs.

Finally, the Ways and Means Committee held no public hearings on this
proposal, and the Senate Finance Committee held only 2 days of hearings. We
feel that there has not been sufliclent opportunity to study this proposal. For
these reasons, the national chamber is opposed to this proposal in H.R. 12580.

Several other proposals for providing medical care for aged persons within
the OASDI program, including S. 881, S. 1151, S. 2915, and S. 3503, are also
before this committee. The first three embody what is sometimes referred to
as the Forand principle which would pay for limited hospital and other speci-
fied niedliyal care from the OASI trust fund. This care would be provided to
those drawing social security benefits, as well as to those eligible to re..eive
benefits but who are not receiving them because they are earning a self-support-
lug living. In other words, there is no work test. These health care service
benefits would be provided to almost 2 million people who have not retired, as
well as to the 10 million who have.

The national chamber is opposed to these bills embodying the Forand approach,
because, first, they would establish a "service" benefit In social security in lieu
of the cash benefit; second this benefit would be provided to older persons
(women 62 and over, men 65 and over) who are earning self-supporting incomes
and hence may have experienced no wage loss.

We believe that the National Government should not Initiate any kind of
benefit in social security which denies to each individual the freedom of choice-
the freedom to decide how he wishes to spend his benefit money. In the case
of these proposals, additional benefit money would be raised by increasing social
security taxes. However, none of this money would be paid to the beneficiaries
so that each could decide how he chooses to spend It. Instead, it would be used
to pay for certain health care benefits for which Congress feels he should be
compelled to use that income.

The national chamber is also opposed to the Forand approach because it
abolishes the work test. Age (62 for women and 65 for men) would then be
tlme main factor determining who would receive this health care protection,
and who would not. We see no more justification for mere age alone as the
deciding condition of eligibility for health care benefits than we do age 50 for
disability benefits.

We believe that within a relatively few years this age requirement would be
eliminated and we would then have a universal compulsory health care pro-
gram for all-regardless of age. Incidentally, a universal compulsory program
Is the admitted long-range goal of leaders of organized labor (see testimony of
Mr. Nelson Crulkshank and Mr. Walter Reuther, "Hospital, Nursing Home, and
Surgical Benefits for OASI Beneficiaries," hearings, House Committee on Ways
and Means, 86th Cong., 1st sess. pp. 101, 403).

Adoption of any Forand-type proposal (as well as S. 3503) is the certain way
to achieve this goal-plecemeal. In consequence, the national chamber is op-
posed to all Forand-type proposals since we believe the National Government
should not intervene in any area in which it has been demonstrated that private
effort, depending upon Individual freedom of choice, can meet human needs and
wants.
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Thi tax costs of such a universal program would certainly equal the amount
people voluntarily spend for such health care, which In 1958 totaled more than
$16 billion. Experience in other countries where health care benefits are sup-
posedly "free," strongly suggests that the tax costs would exceed this $16 billion
amount-and would involve many billions of dollars additional social security
taxes annually on workers and on business. This additional tax burden could
threaten public acceptance of the present social security program on which so
many millions now depend as a "floor of protection." In considering any
changes in social security, it must always be borne in mind that the present
schedule of benefits will require a 50-percent Increase in taxes on workers and
on employers by 1961). Assurance of benefits in the future depends wholly on
workers' willingness to pay these much larger taxes.

In slight contrast to these first three bills (S. 881, S. 1151, and S. 2915) S. 3503
contains a kind of a work test but it differs radically from the one now In so-
civil security. The present work test is one which must be met each and every
year until age 72. however, the work test in S. 3503 Is one which must be met
only once--in any calendar year after a woman's 61st birthday or a man's 64th
birthday. Having met this test once, a person could receive health care benefits
regardless of whether he was truly retired, or working full-time.

Here again, age would be the decisive factor sel)arating those who would get
benefits from those who would not. The inequities are obvious. For example,
in time case of two mnen-one, aged 63 and the other 65, and both working full-
time and receiving the same pay-the first one would receive no health care
benefits while the second one would get such benefits. We do not believe such
Inequities could long persist-Congress would soon remove "age" as a condition
of eligibility.

It should be noted that the work test In S. 3503 for health care benefits is
$2,000 of earnings in any calendar year, or $100 a month wages iIn eac.h of 3
months in any calendar year after a womam)'s 61st birthday, or after a man's
64th birthday. This "test" differs very materially from the present work test for
cash benefits. In consequence, many older people would receive the proposed
health care benefits under social security but could not receive cash benefits.
Obviously, the easier work test in S. 3503 would soon be made to prevail for the
social security cash benefits as well.

As under the Forand-type proposals, social security would then no longer
be a system of benefits partially to replace wage-loss on retirement, but one pay-
Ing benefits automatically at age 65. Tax costs would increase very sub-
stantially. Since monthly income guaranteed at age 65 can be obtained through
private enterprise, we do not believe the National Government should intervene
in this field.

Should a sound work test be placed in any Forand-type proposal, or in S. 3503,
the national chamber would still oppose the initiation of the service type bene-
fit in social security. In a compulsory program, there is no substitute for pay-
ing benefits in cash that is acceptable to free Americans. Benefits in cash alone
preserve the individual's freedom to decide how he wants to use that Income--
to choose whether he wishes to save it, or to spend It-to spend it for medicine,
drugs, health insurance, or for other things to meet his own needs.

OTHER SOCIAL SECURITY CHANGES

H.R. 12580 would extend social security coverage. The national chamber has
long had the following policy-"The system of Federal old-age and survivors in-
surance benefits now covers more than 90 percent of the workers of the coun-
try. Extension should be made promptly to the few noncovered groups."

Another provision in HI.R. 12580 would reduce the quarters of coverage re-
quired for benefit eligibility. The national chamber is opposed to this proposal
easing quarters of coverage from one out of two to the one out of four as a
condition of benefit eligibility. We know of no conditions which would justify
this change.

CHANGES IN TIE FEDERAL UNEMPLOYMENT TAX ACT

H.R. 12580 would increase the Federal unemployment tax rate on employers'
payrolls from 3 percent to 3.1 percent. The maximum credit against this would
remain at 2.7 percent. The net effect is to increase the Federal unemployment
compensation tax rate from 0.3 to 0.4 percent on the employers' payrolls covered
by the act.
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The present Federal unemployment compensation tax rate continues to yield

revenues in excess of the amounts required for administrative purposes and for
the Employment Service. Consequently, the national chamber is opposed to any
increase in these taxes since additional moneys to operate an effective unem-
ployment compensation program are not now needed.

ROCHESTER, N.Y., June 80, 1960.
Senator HARRY F. BYRD,
Committee Chairman, Senate Committee on Finance,
U.S. Senate, Washington, D.C.:

As a doctor of medicine I should like to appear before your committee to tes-
tify in support of legislation to provide health benefits to the aged. However,
I don't want to delay completion of your committee's work in these closing days
of the congressional session and if my personal appearance would hold up the
committee's deliberations I would prefer to be recorded favoring added health
benefits to the OASDI system by having this telegram included in the com-
mittee's record.

WI.LL&TM A. SAWYER, M.D.,
Medical Consultant, International Association of Machinists.

PHILADELPHIA, PA., July 1, 1960.
Senator HARRY F. BYRD,
Cithairinan, Committee an Finance,
U.S. Senate, Washington, D.C.:

As medical director of the Sidney Hillman Medical Center, I would like
to go on record as requesting that your committee give favorable consideration
to legislation providing health benefits to aged through social security system.

JOSEPH A. LANOBORD, M.D.

WASHINGTON, D.C., July 1, 1960.Hon. HARRY F. BYnD,
Chainran, U.S. Senate 0"1cc Building,
Washington, D.C.:

'Textile Workers Union of America, AFL-CIO, representing over 220,000
workers in 38 States, request that it be recorded in current hearings of Senate
Finance Committee as urging adoption at this session of legislation assuring
health care for the aging along the lines of the McNamara and Forand bills.
We insist upon the social insurance principle as absolutely essential to a sound
and workable bill to aid the aging. We reject a means test as degrading, unfair,
and cumbersome. Please record our opposition to title VI of H.R. 12580 and
our support for a measure similar to S. 3503. Recent convention of our union
voted this position after full debate in which only rank and file delegates took
floor.

WILLIAM POLLOCK,
General President, Textile Workers Union, of America, AFL-CIO.

ELKINS, W. VA., June 30, 1960.
Senator HARRY F. BYRD,
Chatrnan, Senate Finanwe Committee,
Washington, D.C.:

As a practicing surgeon and hospital medical director I feel the present
proposed social security system for assisting the aged in the cost of their medical
care Is the best presented to date. I heartily urge its passage and shall be
willing to testify on its behalf. Should time not permit I ask that this con-
current telegram be incorporated in the records.

BENJAMIN I. GOLDEN, M.D.
HAMSDEN, CONN., June 30, 1960.

Hon. HARRY F . BYRD,
Chairman, Senate Finance Committee,
New Senate Offlce Building, Washington, D.C.:

The Connecticut State Labor Council strongly urges your committee report
favorably a bill of health care for senior citizens. Based on the well-established

58887-60----29
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social Insurance principle of social security there Is no adequate and equitable
means of alleviating the financial burden of medical and hospital costs which
retirees on reduced income face. The social security solution to this problem,
based as it is on contribution of employer and employee, is the least costly of
all solutions to Federal and State Governments.

JOSEPH M. ROURKE,
Secretary-Treasurer, Connecticut State Labor Council.

ITHACA, N.Y., June 30, 1960.
1on. IARRY F. BYRD,
U.S. Senate, Vshington, D.C.:

Regarding your current hearings on proposed legislation for health care of the
aged, may I request insertion of remarks into your committee record. As a
physician engaged for 20 years in administrative medicine at the level of the
local community, the State, and the Federal Government, I am convinced that
health services of aged persons can be maintained at proper American standards
only through insurance which is fully paid up before age 65. This is most
feasible through our well-established social security system. Such coverage
woald halt the rise in voluntary hospitalization insurance premiums now car-
ried by wage-earning citizens while also reinforcing the financing of our volun-
tary hospitals at their weakest points. I therefore urge amendment of the
Social Security Act to provide hospital and medical services for aged benefi-
ciaries. For identification purposes I am an associate professor of administra-
tive medicine at Cornell University.

M IILTON I. ROENER, M.D.

PORTLAND, OREG., July 1, 1960.
Hon. HARRY F. BYRD,
Chairman, Senate Finance Committee,
Room 2227, New Senate Office Building, Washington, D.C.:

On behalf of the International Woodworkers of America, AFL-CIO, we urge
you and your committee to adopt a program of medical care for the aged within
the social security system. We urge you to oppose direct relief approach and
means test requirements.

A. F. HARTUNO,
International President, International Woodworkers of America, AFL-CIO.

DETROIT, MICH., June 30, 1960.
Hon. HARRY F. BYRD,
Chairman, Senate Committee on Finance,
U.S. Serte, Washington, D.C.:

Urge that the Finance Committee give favorable consideration to amending
House Ways and Means Committee social security bill to provide that broad
health benefits for the aged be obtained through the social security system.
This will afford the most sound and economical solution to a vast social and
economic problem. Please include this telegram in the record of the committee.

FREDERICK D. MOTT, M.D.

MEYERSDALE, PA., June 30, 1960.
Senator HARRY F. BYRD,
Chairman, Senate Finance Comm ittee,
Senate Office Building, Washington, D.C.:

I do not feel that the present bill for medical assistance to the senior citizens
is nearly adequate. Any legislation must be coupled with social security bene-
fits In broader coverage to be satisfactory.

Ross RAMBAUGH, M.D.

SALISBURY, PA., Junc 30, 1960.
Senator lIAnRY F. BYRD,
Chairman, Finance Cominttee,
Senate Offee Building, Washington, D.C.:

In my opinion the present administration hospitalization bill for the aged is
unfair to the majority of our senior citzens. I feel strongly that any adequate
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bill should be part of the social security program. I Just returned from a
month's survey of European hospitals and found that the aged in the seven
countries I visited are adequately protected against the insecurities of expensive
hospitalization by national insurance programs.

ALEXANDER SOLOSKO, M.D.,
Chief of Staff, Meyersdale Community Ho8pital, Meyersdale, Pa.

AUSTIN, TEX., June 30, 1960.
HARRY BYRD,
Chairman, Senate Finance Committee,
U.S. Senate, Washington, D.C:

In behalf of the 675 members of the Texas Hospital Association who are
dedicated to the better health of all Texans, we urge you to use your vote and
Influence to defeat the unnecessary legislation pending before the Senate re-
garding federally supported health care for the aged. This is a local and State
responsibility and we are doing our utmost to provide the necessary care through
voluntary means.

Fm R. HIGGINBOTHAM,
President, Texaa Hospital Association.

CINCINNATI, OHnIO, June 30, 1960.
Hon. HARRY F. BYRD,
Roonb 227, New Senate Office Building,
Wasbtngton, D.C.:

I urge your committee to adopt medical care benefits for aged as part of social
security system and oppose any means test legislation.

GEORGE M. HARRISON,
Brotherhood of Railway Clerks.

WINDOW CLEANERS UNION, LOCAL 16,
BUILDING SERVICE EMPLOYEES INTERNATIONAL UNION,

Pittsburgh, Pa., June 29, 1960.
Senator HARRY BYRD,
Chairman, Senate Finance Commtttee.

DEAR SENATOR: On behalf of 250 members of our organization and for myself,
I am writing this letter to urge you to do all In your power to support the
Senate bill 3503.

Your support of this bill will be greatly appreciated.
Very truly yours,

LEO KAPIRUS, Secretary-T'resurer.

U.S. SENATE,
COMMITTEE ON BANKING AND CURRENCY,

July 1, 1960.
Hon. HARRY FLOOD BYRD,
Chairman, Senate Finance Committee,
New Senate Office Building,
Washington, D.C.

DEAR MR. CHAIRMAN: I have recently noted that he Nationwide Insurance
Co. of Columbus, Ohio, has taken a strong position supporting the use of the
social insurance principle to meet the health needs of older citizens.

This responsible company which has grown to list assets of $350 million, is
the first such large insurance carrier to recognize the desirability of legislation
to carry out this principle. At the same time, it understands that such a
measure would leave a large area of opportunity for the private insurance
Industry.

For the Information of the Members of the Senate and others who will be
studying this Issue, therefore, I would like to request that the policy statement of
the Nationwide Insurance Co. on this Issue together with a memorandum Indi-
cating the supporting reasons for their policy position, and a New York Times
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editorial of June 13, 1960, commenting upon their action, be included in the
official record of the hearings on II.R. 12580 when these hearings are printed. I
am enclosing these Items with this letter.

With kindest regards.
Faithfully yours,

PAUL 11. DOUGLAS.

[From Congressional Record, Appendix, June 15, 1960]

NATIONWIDE INSURANCE COS.' POLICY POSITION ON HEALTH INSURANCE FOR AoED

On April 7, 1960, the Nationwide Insurance Board of directors adopted the
following policy relative to health insurance for older persons:

"Whereas the Nationwide Insurance Cos. are deeply committed to the principle
of helping people to meet their social and economic needs; and the health needs
of their older citizens are among the mose urgent and pressing social problems
remaining unsolved; and

"Whereas most of the health costs of older people are not being met by in-
surance as evidenced by certain statistics which indicate that 86 percent of
couples receiving social security benefits in 1957 had none of their medical care
costs met by insurance; and

"Whereas certain statistics indicate that most older people had neither the In-
come nor the assets to meet such expenses as evidenced by the figures that nearly
4 out of 10 couples over 65 years of age had total income of less than $2,000 in
1958: Be it

"Resolved, That it be the policy of the Nationwide Insurance Cos.:
"(t) To support the use of the social insurance principle to meet the health

needs of older citizens.
"(b) To support the application of this principle in appropriate legislation to

provide basic health insurance to those eligible for old-age, survivors, and dis-
ability benefits as a feasible and desirable step in this direction.

"(o) To continue our efforts in our own insurance program, in conjunction
with cooperative health plans, and as members of the private insurance industry
to provide further health care through voluntary coverage in addition to that
which may be furnished through Government programs."

The adoption of this policy was based on certain major considerations which are
summarized as follows:

PROBLEM

Nationwide Insurance is deeply committed to the principle of helping pepole
meet their social and economic needs. The health needs of our elder citizens are
among the most urgent and pressing social problems remaining unsolved.

Understandably, on an issue of this sort many different sets of figures can be
cited; in fact, there are as many figures as there are viewpoints. All of them,
however, have one thing in common; they all conclude that most of the health
costs of older people are not being met by insurance. In Nationwide's ap-
proach to a management decision, the figures most often referred to were those
provided by the U.S. Department of Health, Education, and Welfare; 86 percent
(85.6 percent) of couples receiving OASDI benefits in 1957 had none of their
medical care cost met by insurance. Nine out of ten (91.8 percent) of the
single beneficiaries had none of their medical care cost met by Insurance. Of
those who received sone benefit and were hospitalized, 44 percent of them had
less than 25 percent of their bills covered by insurance and 73 percent had less
than half of the bill covered.

Nine percent of the aged couples receiving the social security benefits had
medical expense in excess of $800 annually in 1957 and 16 percent had medical
expense in excess of $500. One In five (22 percent) had expense in excess
of $400.

Most older people have neither the income nor the assets to meet such ex-
penses. Nearly 4 out of 10 (37.4 percent) couples over 65 years of age had
total money income of less than $2,000 in 1958. And more than half (55.4 per-
cent) of such couples had incomes of less than $3,000 In that year. Nearly half
(45 percent) of the spending units with the head of the household more than
65 had total financial assets of less than $500 and 63 percent had assets of less
than $2,000.

It is not surprising that approximately 14 percent of the couples receiving
social security benefits In 1057 either increased their medical debts or received
charity.
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The cost of voluntary insurance policies cannot be borne by older persons
alone. Realistically, the most that can be hoped for is thqt somewhat more than
half the aged can pay premiums of about $100 per year. A $100 annual premium
cannot cover more than a fraction of the aged medical care needs. The enact-
ment of a bill providing basic hospital coverage for the aged will, in fact, open
up markets for voluntary insurance among our older people. Private Insurance
companies can design health insurance packages to meet the important supple-
mental areas of medical need not met by the existing legislative proposals.

For example, 20 percent of all persons over 65 who were hospitalized in 1958
remained in the hospital for more than 60 days.

Persons over 65 use, on the average, 4.4 visits annually to the doctor's office
and average 1.4 physician calls at home each year. The need for home and
office care provides wide opportunities for voluntary insurance to build on the
base of bills presently proposed.

DETAILS

The opponents of the social insurance approach stress the potentially high
costs of the program. Some estimates place the cost as high as $2 billion. Yet
when it is considered that medical care for the aged is one of our most pressing
social problems, and that this amount will be less than four-tenths of 1 percent
of our gross national product in 1960, this seems extremely modest.

The actuarial staff of the Department of Health, Education, and Welfare esti-
mates the annual cost of the Forand bill (one bill now under consideration in
the Congress) at somewhat less than a billion dollars ($895,400,000), or 0.428
percent of taxable payroll. The Department of Health, Education, and Welfare
estimates that the cost In 1975 will be between 0.49 and 0.62 percent of taxable
payroll, assuming a taxable limit of $4,800, which is the current figure.

In a democratic society people decide how much of their incomes they will
devote to public services.

The consumer, as a voter, secures a desired balance between public and private
services. Through this process, the Federal Government has always provided
a national minimum of welfare services for its citizens.

In 1935 the need for a national pension program was fulfilled by enacting the
social security system. At that time the medical associations and the life
insurance companies opposed the program for most of the same reasons that
today they oppose the social insurance approach to health care for the aged. Yet
for three decades that program has demonstrated its effectiveness in providing
a floor for retirement income. In fact, its minimum provisions have made pos-
sible the widespread development of private plans in recent years.

In our opinion, private insurance carriers would have a broader, sounder
market for voluntary insurance among our older people by building on the
basic provisions of social insurance legislation. With a balance of effort on
the part of both industry and Government, a program can be built which will
provide for every citizen's health needs in his old age. The social security sys-
tem can provide the foundation for a comprehensive private-public health in-
surance system; it is the function and the opportunity of private, voluntary in-
surance to build on this for completely adequate health care at reasonable
cost. On behalf of our 3 million policyholders, we want to do our part.

The need for social insurance in this area has been summarized best by
Business Week magazine, February 13, 1960:

"If the Government steps in to provide insurance against catastrophic ill-
nesses of the aged, it will not be moving In where private industry can do the
Job. It will be assuming responsibility in an area where industry has found it
cannot offer the protection needed."

An objective and unbiased article in the Harvard Business Review, "Health
Care of the Aged," January-February 1960, comes to a similar conclusion:

"Notwithstanding the considerable technical problems of providing hospitali-
zation and surgical benefits under social security, the very difficulty of cost
prediction itself, as well as the essentiality of these benefits, would seem to rec-
ommend the social insurance method."

CURRENT LEGISLATIVE PROPOSALS

Health insurance for the aged is probably the single most important domestic
Issue now before this country. There is a growing recognition by all groups that
some form of Federal legislation must be enacted. You are undoubtedly aware
of the fact that there are a number of bills now before the Congress. The
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situation is changing constantly and at this time it is impossible to predict
which bill or combinations of bills may progress through the Congress or
whether any bill will pass. The basic point of contention is whether the social
security system will be used to provide this protection, or Federal funds will be
used to subsidize insurance for older persons who qualify on the basis of a
means test. The company policy supports the use of social security.

All of the bills now being publicly discussed have various benefit proposals.
It is unlikely that any one bill will emerge unchanged and, for this reason, the
bills will not be analyzed in detail.

Under consideration In the U.S. Senate are:
1. The JavIts bill (sponsored by seven Mlembers of the Senate) would appr-

priate Federal funds for grants to the States. Federal funds supplemented by
State funds would then be used to subsidize health insurance for older persons
who qualified on the basis of a means test.

2. Bills introdueed by Senators Kennedy, Humphrey, and Morse would In-
crease the social security tax to finance health care for the aged. All three of
the bills are different in terms of benefits but all would cost about an additional
one-quarter of 1 percent for both employer and employee.

inder consideration in the House of Representatives are:
1. The Forand bill would also use the social security system to finance the

health care of older persons. Benefits are somewhat different than the other
bills. The cost would be one-quarter of 1 percent for both employer and
employee.

2. A proposal is being considered by the House Ways and Means Committee
to Increase the old-age assistance program so that larger Federal grants will
be made to the States for medical care for indigent older persons.

(Later legislative developments include (1) submission to the House Ways and
Means Committee by the Eisenhower administration of a "medicare program
for the aged." and (2) Introduction in the Senate of a bill sponsored by Senator
Pat McNamara of Michigan and 16 Democratic colleagues. Under the adinin-
istration program the States, with the aid of Federal matching grants, would
administer a plan to be offered to those 05 and over who either did not pay an
income tax in the preceding year or had gross income not exceeding $2.500
($3.900 for a couple). Those eligible and accepting the plan would pay a $24 a
year enrollment fee. The MeNamara bill, like the Forand bill, is based on the
social security plan but would provide more comprehensive coverage than the
F'orand bill. It also makes provision for coverage of people Ineligible for OASDI
benefits.)

All of the bills in the area of health Insurance for the aged have been evaluated
on the basis of whether the program will be financed by the social insurance
approach or the charity approach with a means test to determine eligibility.

rFrom New York Times, .Tune 13, 10601

WIDER USE FOR SOCIAL SECURITY

A convincing case for using the Federal social security system to finance health
insurance for older people has been made by Nationwide Insurance. It is per-
suasive not only because of the arguments used but also because of Its source.

Nationwide has had a unique experience in giving the public protection.
Founded by a small group of Ohio farmers in 1926 as a cooperative automobile in-
surance concern with a capital of $10,000, it has become one of the largest Insur-
ance operations in the country. With assets of more than $350 million it gives
many kinds of coverage in 20 States through more than 3 million outstanding
policies.

The directors of Nationwide have stated In a formal resolution that the health
costs of older people are not being met by insurance, that those over 65 haven't
either the income or the assets to cover those expenses, that Nationwide favors
the uise of the social security principle to help meet their needs and, more .qeclfi-
cally. that it will support "anpropriate legislation" to provide basic health in-
surance to those eligible for Federal social security benefits.

A memorandum aily summarizes the statistical and historical evidence for
the stand Nationwide has taken. It emphasizes a point which seems to be gen-
erally overlooked in the current discussions. It claims that, far from damaging
the interest of private insurance companies, the companies "would have a broader,
sounder market for voluntary Insurance among our older people by building on
the basic provisions of social insurance legislation."
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The Nationwide memorandum also points out that before the establishment
of the social security system in 1935 the medical societies and many insurance
companies opposed the program for most of the same reasons they now oppose the
social insurance approach to health care for the aged. But the three decades of
experience since then have shown that the minimum social security pensions
"have made possible a widespread development of private plans in recent years."
We hope that the interests now opposing this extension of the social security
system will prove to be as wrong as they were in 1935.

WASHINGTON, D.C., July 1, 1960.
Ion. HARRY F LOD BYRD,
Chairman, Conintittee on Finance,
U.S. Senate, Washington, D.C.

DEAR Sin: This letter is submitted in lieu of a personal appearance before the
Senate Finance Committee, due to the limited notice, to express the views of
the National Associated Businessmen, Inc., on H.R. 12580.

National Associated Businessmen, Inc., is an organization of some 700 busi-
nessmen in all parts of the Nation. Its charter directs that on behalf of its
members and affiliated groups it will conduct research on problems common to
business and distribute its findings through appropriate channels.

Its object is to encourage mutual understanding of problems of the business
community and to stimulate public interest in sound laws and other measures
that will preserve for our economy the benefits of the American system of free
enterprise for profit.

Our association's members as social security taxpayers and potential bene-
ficiaries, and as businessmen interested in a sound economy, are profoundly
concerned with the proposals to liberalize and add to social security benefits and
Federal grants to States contained in Ht.R. 12580 and other pending social
security measures.

In the last decade we have seen the maximum annual combined social security
payroll taxes imposed on an employee and his employer increase from $60 per
year to a present $288, and with further scheduled increases which by 1969 will be
$432. This has been the inevitable result of benefit liberalizations each election
year since World War II.

We have likewise already seen, despite repeated increases of social security
taxes, the OASI expenditures running well in excess of OASI income. This
has occurred during each of the past 3 years in which benefit payments were
respectively $7.3, $8.3, and $9.8 billion, and OASI contributions $0.8, $7.0, and
*8 billion.

What will be the situation a decade from now when expenditures are esti-
mated to be some twice as large? Will businesses and their employees actually
pay in 1970 the estimated $20.2 billion OASI taxes and $1.2 disability taxes
which Congress has scheduled to finance OASDI benefits under present law?

The Ways and Means Committee report, table 4, estimates for the 3-year pe-
riod 196(-62, inclusive, total taxes and interest of $34.8 billion, assuming that
coverage is expanded and interest provisions liberalized as provided in H.R.
12580. But the OASDI trustees' report, filed last March, estimates that the
expenditures in this same period will be some 800 million more.

Despite the background of the large deficits of the last 3 years-some $1.7
billion last year alone-and prospective deficits in ensuing years, H.R. 12580
would place some 625,000 people immediately on the OASI rolls, and would
increase benefits of 400,000 children and otherwise liberalize benefits. It would
likewise immediately add an estimated 250,000 to the disability rolls.

The Ways and Means Committee report on H.R. 12580 acknowledges in its
estimates, that these liberalizations would add to the existing OASI level pre-
mium deficit and create a deficit for the disability system. Our organization
believes it would be a grave disservice to the millions relying on the integrity
of the OASDI system to vote election year liberalizations on the basis proposed by
H.R. 12580. The OASDI system is committed, according to the trustees' report
estimates, to expend over $63 billion in benefits and $2 billion in administrative
expenses and railroad retirement transfers in this and the ensuing 4 years.
These benefit payments will exceed all benefits which have been paid from the
beginning of the system to January 1 of this year by over $11 billion. Until
there has been some actual experience with financing expenditures of this mag-
nitude, it would seem most unwise to increase the benefits.
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All OASDI estimates in the House report on H.R. 12580 are made on the
assumption of high employment levels. Prudence requires that consideration
be given of the situation OASI will face in the event there is some letup in
employment. The OASI trustees' report filed in March of this year recognizes
this by inclusion of a table illustrating the results.

It is headed "Table 19.-Illustratlon Showing the Operations and Status of
the Old-Age and Survivors Insurance Trust Fund Assuming the Unlikely Event
of a Sharply Reduced Level of Economic Activity, Calendar Years 1960-64."

This table does not reflect a very "unlikely event." The OASI tax collections
for this "unlikely" 5-year period are assumed to aggregate $52.3 billion-as com-
pared to $34.3 billion actually collected for the 5-year period ending last Jan-
uary. As a matter of fact, this $52.3 billion is less than 11 percent below the
revenue estimated under the "high employment" assumptions used in the report.

But even so, this table shows the trust fund, which was $20,141 million last
January 1, at the beginning of the 5-year period, dropping to $10,972 by its end.
This, of course, may happen. We have already seen the trust fund in the 3-year
period 1957, 1958, and 1959 drop nearly $21/2 billion, from $22,519 million to
$20,141 million. In 1959 alone the drop was $1,723 million. The table shows
an estimated drop of $469 million In 1960, $1,643 In 1961, and $2,823 in 1962.

This illustrates an economic uncertainty no actuary can solve.
It is most discouraging to our membership to see these election year liber-

alizations passed by the House of Representatives with no provision for meeting
their additional costs. It is our hope that the Senate will reject these deficit
Increasing liberalizations.

H.R. 12580 likewise contains provisions for Federal grants for partial financ-
ing of medical care programs established by States for persons age 65 and older.
Present law already does this for persons whose needs qualify them for public
assistance, and the purpose of the pending proposal seems to be more to meet
politically the recent drive for providing the aged with free medical care, rather
than to meet any real emergency.

What additional funds or services are needed by the aged and how these should
be provided are subjects of a White House conference to held early next year
at the conclusion of regional and local conferences currently being held. Com-
mon prudence would dictate awaiting the work of these conferences before
undertaking to hastily frame any kind of additional public medical care programs
for this group.

The association Is particularly concerned with the radical proposal which
some Senators are sponsoring of providing medical care to the aged as an OASI
benefit supported by OASI payroll taxes. This proposal would involve presently
unascertainable but obviously huge and increasing costs. What additional tax
rates would have to be imposed to those presently scheduled Is uncertain. But
it is certain that the number of eligibles would rapidly Increase over the years.
That it would tremendously add to the prospective deficits is the only certainty.

In view of the foregoing, our association most earnestly requests that no action
be taken in liberalizing OASDI or providing medical benefits in this election year.
Instead. it is recommended that hearings be held next year and careful analysis
made of the solvency of the system.

Respectfully submitted.
ELTON B. Kmn,

President, National Associated Businessmen, Inc.

OREGON STATE MEDICAL SOCIETY,
Portland, Oreg., June 29, 1960.

Hon. HARRY F. BYRD,

Chai an, Senatc Finance Committee,
Senate O/flee Building, Washington, D.C.

DEAR SRNATOR BYaD: The privilege you afforded us to express the Oregon State
Medical Society's support of title VI of H.R. 12580 recently passed by the House
of Representatives was greatly appreciated.

Title VI of the bill will adequately assist the "near-needy" aged in meeting
their health care costs. It is this segment of our aged citizens about which the
medical profession has long had a deep concern. Especially, physicians have
been concerned about the ability of that group to meet the costs of necessary
hospital and nursing home care. The local determination of eligibility and local
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administration provided in title VI of the bill should make possible the most
effective utilization of the funds appropriated.

The society, however, strongly urges that your committee reject any amend-
ments to title VI of the bill which would bring these benefits under the old-age
survivors and disability insurance program. The society is unqualifiedly opposed
to such amendments or any legislation which would bring health care benefits
under that program.

Providing health care benefits for the aged through the OASDI program would
transfer to the Federal Government the major responsibility for furnishing those
services and remove most of the local administrative features of title VI of H.R.
12580. The vast majority of our citizens 05 and over are capable of and prefer to
finance the cost of their health care by their own resources. Yet, under an OASDI
program, the nonneedy as well as the near-needy and needy would become wards
of the Federal Government. Moreover, through such legislation, an avenue
would be opened for the extension of such a program to include all our citizens
under a national compulsory health insurance system with all its demonstrated
disadvantages and astronomical costs.

You and the members of your committee are, most certainly, fully aware of
the tremendous growth in voluntary health insurance during the past decade.
This growth has been not only in the number of our citizens who have taken ad-
vantage of this protection but in the broadening of benefits as well. The broaden-
Ing of benefits offered by the many voluntary health insurance plans has been a
result of the experiences gained during the not much more than a quarter century
that this relatively new form of insurance protection has been so generally
available.

As a result of this experience and success, voluntary health insurance plans
have learned that their benefits can be extended to retired and aged persons.
Here, the growth has been most astonishing. More plans are constantly being
developed and offered and nearly 60 percent of our over-65 citizens have taken
advantage of them. Their popularity is evidenced by the 135 percent Increase
in the number covered since 1052.

Just as voluntary health insurance plans have demonstrated their ability to
protect the employed worker and his family against health care costs, just
so can it be unquestionably anticipated that these plans will be able to provide
this protection to all our aged citizens. The record of voluntary health in-
surance in the United States is clear and it should he given full recognition
and every opportunity to fulfill the obligation it is assuring.

Therefore, we express again our support of title VI of H.R. 12580 and re-
emphasize our unqualified opposition to any OASDI amendments which might
be proposed.

Thank you again for affording this opportunity to give the view of the Oregon
State Medical Society regarding title VI of H.R. 12580.

Respectfully,
Louis J. FEVES, M.D., President.

AETNA LIFE INSURANCE CO.,
Indianapolis, Ind., June .7, 1960.

Re hospitalization insurance for senior citizens.
Hon. HARRY F. BYRD,
(lairinan, Senate 1inance Cominittee,
Senate Offce Building, Washington, D.C.

DEARt SENA'TOR BYRD: It has come to my attention that following a statement
made by the president of the Nationwide Insurance Co. to the effect that in his
opinion use of the social security system as a vehicle for providing hospitaliza-
tion insurance for senior citizens is the proper means to provide an answer to
any such problem which may exist, certain Senators and Congressmen have
concluded that this is the considered opinion of the insurance industry. I wish
to go on record firmly and emphatically that, it is my belief, quite the reverse
is true, and that the great majority of those engaged in serving the public In
accident and health underwriting feel that: (1) Those in need of coverage
will be served more efficiently and more completely through the insured approach
In private industry; (2) that it has not been demonstrated that those who
actually need and want coverage cannot obtain it through private means; (3)
that in the semihysteria of an election year this matter should not be decided;
(4) that this subject might be more properly and more accurately discussed
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the first of next year when the conference for aging convenes; and (5) at
last 05 lthrcent of pe ple who need and want this type of coverage will be able
to obtain it through private Ineans and that this percentage will Increase rather
rapidly in years to come to about 90 percent.

Over and beyond the points which have been raised -, the preceding para-
graph is my urgent request that items of prime importance to our national morale
and welfare hr given prompt consideration. The tendency to shift the responsi-
iility of care for senior citizens from the individual, the family, and the com-
munilty to our Federal Gowvrnment is another step in weakening our national
stamina.

I urge respectively that these points be considered carefully and thoroughly
when this matter is brought up for discussion.

Very truly yours,
HOWARD BULL, C.L.U.

Tim iHODE ISLAND MEDICAL SOCIETY,
Providence, R.I., June 28, 1960.

Hon. HARRY BYRD,
Chairman, Senate Finance Conimittee,
Senate Office Building, Wa8hington, D.C.

DEAR SENATOR BYRnD: Naturally the Rhode Island Medical Society is very
much concerned with the legislation as adopted by the House of Representatives
in H.R. 12580, and particularly as regards the new medical care title 16 which
provides medical benefits for the "near-needy" aged.

We are sure that you know of the outstanding medical aid program that has
been developed by the division of public assistance of the State department of
social welfare with the full cooperation of the Rhode Island Medical Society.

What you may not know is the outstanding record of enrollment in our
volutary Blue Cross and Physicians Service programs by persons over the
age of 65. We question that there Is a State In tL Nation that has such a
fine record. I am enclosing a study that has Just been completed by the Blue
Cross and Physicians Service, and I call to your attention the conclusion on
the first page which shows that the self-supporting persons in Rhode Island
over the age of 65 have willingly secured our hospital and surgical-medical
program.

The percentage of over age 65 persons purchasing this coverage is greater
than the percentage of those under that age. Thus it is apparent that the older
citizens in Rhode Island recognize the liberal benefits of our program and the
outstanding service that is rendered by the physicians who accept the In-
demnities as full payment for all persons whose annual family income is below
$6,000.

We feel strongly that the success of the voluntary effort In Rhode Island
could be equally duplicated In the other States with encouragement and advice
from legislative as well as other sources. We certainly hope that you will
see that adequate hearings are held on H.R. 12580 before any amendments
are added to it that would tend to destroy the voluntary effort that we have
proved workable and successful in our Rhode Island.

Sincerely yours,
EARL J. MARA, M.D., President.

1PIIYSICIANS & SURGEONS CLINIC,
Corsicans, Tex., July 1, 1960.

Senator IARnY F. BYRD,
Chairman, Senate Finance Committee,
Washingtan, D.C.

Dwt SENATOt% BYRD: My friends, my patients, my fellow physicians, and I
are becoming increasingly alarmed about the ever-growing tendency of our
Nation toward more and more centralized government. We know that every
nation in the history of man in which the central government has become all
powerful has fallen into ruin. We fear for the sacred heritage that our fore-
fathers left to us. We believe, as did our forefathers, that eternal vigilance is
the price of freedom.
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We have never yet been convinced that there is a need for any kind of Federal
medical care bill. In our area, we take care of our aged, needy, and indigent
on a local and State basis, the way our forefathers did. We know of no one
who lacks for medical care due to age or inability to pay.

According to extensive surveys, the only problem that has even hinted at being
prevalent hs been a temporary one which is rapidly being solved by private
enterprise in the field of private health insurance and by medical society com-
mittees on aging, local and State projects.

Are we expected to sit idly by while pressure groups, especially AFL-CIO,
through COPE, continue to sell our freedom down the river to oblivion?

We consider the individual primarily responsible for his care, either through
hiii own financing or private health insurance, the family secondarily respon-
sible, and the local and State communities finally responsible. Is this not the
American way?

The bill which has already been passed, allowing income tax relief for family
expenditures on medical care, should stimulate the second group. The Indi-
viduals I know are proud and want to care for themselves when they possibly
can.

As you and I both know and as proven by reliable surveys, not everyone over
03 is indigent or needy. Seventy percent own their own homes, and of those SO
percent are mortgage free. In 19'37 their median net worth was $10,000. Most
of them no longer have children at home to support and educate. Actually,
their children are now able to help them in most cases.

Sixty-five percent of the aged needing and wanting protection will be insured
by the end of this year, 80 percent by the end of 1965, and 90 percent by 1970.

Based on the above facts, Senator Byrd, we urge and implore you to use
whatever Influence you may have with your committee to defeat House-passed
H.R. 12580 and any other proposed Federal medical care bills.

We cannot afford to compromise with socialism.
Yours truly,

R. L. CAMPBELL, M.D.
J. H. BARNEMEE, M.D.
Wm. B. IMAYFIELD, M.D.
A. L. GRIZZAMF, M.D.
C. D. CAMPBELL, M.D.





BRIEF ANALYSES OF, DEPARTMENTAL VIEWS ON, AND
TEXT OF SENATE AMENDMENTS TO H.R. 12580, AS
INTRODUCED THROUGH JULY 2, 1960
1. AMENDMENT 6-24-60-C-INTRODUCED BY SENATOR McNAMARA

STAFF ANALYSIS

Eligibility.-Individuals who have reached retirement age and are (A) eligible
to receive, but not necessarily receiving, social security old-age and survivors
Insurance benefits, and who meet an income (retirement) test provided in the
bill; or (B) not eligible for social security benefits who meet the income (retire-
ment) test provided in the bill (except persons eligible for civil service and rail-
road retirement benefits).

Benefts.-l. Hospital services-90 days per year (effective between July 1,
1960 and January 1, 1962).

2. Nursing home care-iS0 days per year (effective between January 1, 1963
and July 1, 1963).

3. Home health services-240 days per year (effective between January 1,
1962 and July 1, 1962). (The first 3 benefits may be combined for a total of 90
"units" per year-1 unit comprising 1 hospital day, or 2 nursing home days or
2% home health service days.)

4. Diagnostic outpatient services as prescribed by regulation.
5. Very expensive drugs as prescribed by regulation.
'ost.-For individuals eligible for social security ((A) above) : $2.79 billion per

year, or 0.86 percent of payroll on a level premium basis; $1.01 billion per year or
0.48 percent of payroll on an early year basis. For individuals not eligible for
social security ((B) above) : Over $430 million a year out of general revenue
when the program is flly operating. Offsetting this cost would be an estimated
saving of about $100 million In the old-age assistance and veterans' medical
programs.

Financing.-For individuals eligible for social security ((A) above), benefits
would be payable out of a Federal medical insurance trust fund, established for
this purpose, to be financed by an increase in the contribution rate on both
employer and employee of one-fourth of 1 percent, and for the self-employed
an increase of three-eights of 1 percent, beginning In 1961, and, beginning in 1972,
an additional one-eighth of 1 percent each for employer and employee and three-
sixteenths of 1 percent for tb self-employed. For individuals not eligible
for social security ((B) above) benefits would be financed out of the general
revenue of the Federal Government.

NoTE.-The revenues derived from the tax increases provided in the amend-
ment for individuals eligible for social security ((A) above) would amount to
only 0.70 percent of payroll on a level premium basis; thus, this feature of the
amendment is somewhat underfinanced.

VIEws OF DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE ON AMENDMENT
2-24-60-C INCLUDED IN FOLLOWING JOINT REPORT

The Department of Health, Education, and Welfare would recommend against
adoption of each of the following four amendments: Amendment No. 1, 6-24-60-0
(Mr. McNamara) ; Amendment No. 11, 6-27-60-F (Mr. Morse); amendment
No. 20 6-28--60-G (Mr. Humphrey); and amendment No. 27, 6-30-60-B (Mr.
Anderson). Each of these bills proposes to amend title VI of H.R. 12580 to
add health insurance benefits to the existing Federal old-age, survivors, and dis-
ability insurance system. The reasons for this recommendation are as follows:

1. The proposed extension of the existing old-age, survivors, and disability
insurance system to encompass health insurance would make such insurance
compulsory and would not be pinpointed to the need for aid in meeting the cost
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of medical services. Under this approach, the individual would have no oppor-
tunity to determine for himself the particular pattern for meeting the threat
of large medical expenses that best suits his own needs and desires. In addi-
tion, by compulsorily extending health benefits to aged persons eligible for old-
age, survivors, and disability insurance, many persons would be included who
have the resources and the opportunity to obtain protection against long-term
or other expensive illnesses without Government help.

2. These amendments would establish an exclusively Federal program. This
administration has consistently endeavored, however, to strengthen our system
of government by encouraging State and lo(al governments to assume responsi-
bility for the many public needs which can be met through Federal-State part-
nership and by supporting programs to stimulate greater State and local effort
in areas of critical national concern. Health care for the aged is an area of
activity admirably suited to such a sharing of responsibility. In addition to
bolstering the underlying cooperative foundation of our Federal system, with
governmental powers divided between State and Nation, Federal-State partner-
ship places the control over daily program operations at the level of government
closest to the persons affected by the program. Thus, an individual's needs may
be more immediately and effectively reflected in the current operations and the
development of the program.

3. The approach proposed in the amendments would constitute a serious threat
to the orderly development of present retirement, survivorship, and disability
benefit features of the social security system.

The payroll tax for old-age, survivors, and disability insurance is already
scheduled ultimately to be 41/2 percent each on employees and employers and
634 percent on the self-employed. Further liberalization in retirement, survi-
vorship, and disability benefits may call for additional revenues, which can only
come from increases in the payroll tax or increases in the earnings base, or
both. If health insurance as envisaged in these amendments were to be added
to the system, the payroll tax would need to be Increased by a total of one-half
to 1 percent. As in the case of cash benefits, there would undoubtedly be in-
sistent demands for improving the medical benefits beyond those which can be
financed by the tax increase for medical benefit purposes. Increases in both
health and cash benefits would place the retirement, survivorship, and disability
portions of the system in competition with the health benefits for available
funds, since the revenue possibilities from a payroll tax are not limitless.

It is therefore far better to reserve the payroll tax for the retirement, survi-
vorship. and disability features of the social security system so that the revenue
source is not overburdened. Whatever the Government needs to do in the area
of health care for the aged should be done by the appropriation of general reve-
nues. Such appropriation would provide for a more equitable distribution of
the fiscal load than would a payroll tax on earnings of $4,800 or less.

TEXT OF AMENDMENT 6-24-60-C

Intended to be proposed by Mr. McNAMARA (for himself, Mr. KENNEDY, Mr.
CLARK, Mr. RANDOLPH, Mr. SYMINOTON, *Mr. HUMPHREY, Mr. WILLIAMS of
New Jersey, Mr. MAGNUSON, Mr. MCGEE, Mr. YOUNG of Ohio, Mr. DOUGLAS,
Mr. GRUENING, Mr. LONG of Hawaii, Mr. MURRAY, Mr. HART, Mr. MORSE,
Mr. HENNINGS, Mr. JACKSON, Mr. PASTORE, Mr. MCCARTiHY, Mr. BARTLETr,
Mr. ENGLE, Mr. GREEN, and, Mr. MANSFIELD) to the bill (H.R. 12580), viz:
On page 154, beginning with line 1, strike all through line 18 on page 172,
and insert In lieu thereof the following:

TITLE VI-AMENDMENTS TO TITLE II OF THE SOCIAL SECURITY
ACT

SE,. 601. (a) Title II of the Social Security Act is amended by adding after
section 225 the following new section:

"MEDICAL INSURANCE BENEFITS

"SEc. 226. (a) (1) Every individual who-
"(A) has attained retirement age (as defined in section 216 (a)),
"(B) is retired (as defined in paragraph (3)),
"(C) is, or would upon filing application be, entitled to monthly bene-

tits under section 202,
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shall be eligible to receive medical insurance benefits. Payment of such bene-
fits shall be made in accordance with the provisions of this section, but only
If application is filed for such payment in such form and in such manner and
by such person as the Secretary may by regulation prescribe. The provisions'
of clauses (B) and (C) shall not apply to any person (i) who is the husband
or wife of an individual eligible to receive medical insurance benefits and (ii)
who was receiving more than one-half of his or her support from such in-
dividual for one year provided such year began no earlier than the calendar
year preceding the year such person attained retirement age.

"(2) Payment of medical insurance benefits shall be made for hospital serv-
ices, nursing home services, home health services, diagnostic outpatient serv-
ices, and very expensive drugs (as defined in subsection (c)).

"(3) For purposes of paragraph (1)-
"(A) Except as may be provided in subparagraph (B), an individual

shall be retired with respect to the period for which he files for payment
of medical insurance benefits if-

"(i) he had total earnings (as defined in section 203(e) of less
than $2,000 in any calendar year preceding the year in which the first
day of such period occurs, provided such calendar year is no earlier
than the year preceding the year in which he attained retirement age,
or

"(i) he did not render services for wages of more than $100, and
did not engage in self-employment in each of at least three months in
any calendar year, provided such third month preceded the first day of
such period and such calendar year is no earlier than the year preceding
the year in which he attained retirement age, or

"(iii) he attained the age of seventy-two in a month prior to such
period.

"(B) For the purposes of benefits for very expensive drugs, an Individ-
ual shall be retired if on the first day of the month in which he incurs
the cost of such drugs he meets the provisions of clause (1), (ii), or (in)
of subparagraph (A). Such first day shall be deemed the first day of the
period for which he files for the payment of medical insurance benefits.

For purposes of subparagraph (A) (1i), an individual shall be presumed not
to have engaged in self-employment with respect to any month if, by applying
the provisions of section 203(e) and the regulations issued thereunder, the
Secretary determines that such individual did not engage in self-employment in
such month, except that for such purposes the term 'substantial services', as
used in paragraph (3) (B) (i) of such section 203(e), shall mean services
rendered by such individual with respect to his trade or business in seven or
more days in such month.

"(4) Payment of medical insurance benefits which an individual is eligible
to receive may be made for-

"(A) hospital services furnished to such individual for a total of not
more than ninety days in any calendar year;

"(B) nursing home services furnished to such individual for a total of
not more than one hundred and eighty days in any calendar year;

"(C) home health services furnished to such individual for a total of
not more than two hundred and forty days;

"(D) diagnostic outpatient services but only to the extent the Secretary,
after consultation with the advisory council established pursuant to sub.
section (f), may by regulation specify;

"(D) very expensive drugs furnished such individual, but only to the
extent the Secretary, after consultation with such advisory council, may
by regulation specify.

The maximum of any combination of hospital services, nursing home services,
and home health services for which payment may be made for such services
furnished, during any calendar year, to any individual eligible to receive medi-
cal insurance benefits shall not exceed ninety units of services. For the purpose
of the preceding sentence, one 'unit of services' equals (I) one day of hospital
services, (i) two days of nursing home services, or (ii) two and two-thirds
days of home health services.

"(5) Notwithstanding the previous provision. of this subsection, no individual
shall be eligible to receive medical insurance benefits Insofar as they relate to
hospital services, nursing home services, or home health services, unless such
services are rendered after referral by a physician licensed to practice surgery
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or medicine in a State and such physician certifies in writing that such hospital
services, nursing home services, or home health services are or were required
for his medical treatment; except that such referral shall not be required for
hospital services in case of an emergency which makes such referral imprac-
ticable. Periodic recertification that medical treatment which extends over a
period of time is required shall, in accordance with regulations established by
the Secretary, be a condition of continuing eligibility to receive such benefits
during the period such services are furnished.

"(6) (A) An application for the payment of medical insurance benefits shall
be valid, with respect to a period during which one or more of the services
described in subsection (e) are furnished, if such application is filed no earlier
than the first day of the third month preceding the month in which the first day
of such period occurs or no later than the last day of the twelfth month suc-
ceeding the month in which the first day of such period occurs. An application
for the payment of medical insurance benefits shall be valid with respect to the
cost incurred for a very expensive drug if such application is filed within such
time as the Secretary may by regulation prescribe.

"(B) For purposes of this section, a period during which-
"(i) hospital or nursing home services (or both) are furnished means a

consecutive number of days (including only one day) in which services are
furnished;

"(ii) home health services are furnished means one or more days (but
not exceeding two hundred and forty days in any calendar year) in which
such services are furnished, but only if the number of days elapsing between
any two days in which said services are furnished does not exceed thirty;

"(iii) diagnostic outpatient services are furnished means one or more
days (but not exceeding in any calendar year the number of days specified
by the Secretary pursuant to paragraph (4) (D) of this subsection) in which
such services are furnished, but only if the number of days elapsing be-
tween any two days in which such services are furnished does not exceed
fourteen.

"EVIDENCE AND DETERMINATIONS OF ELIGIBILITY

"(b) (1) Proof that an individual is entitled to monthly insurance benefits
under section 202 by reason of having attained retirement age shall be conclu-
sive evidence that such individual has attained retirement age.

"(2) The provisions of section 205 relating to the making and review of de-
terminations shall be applicable to determinations as to (1) whether an individ-
ual is eligible to receive medical insurance benefits, and (ii) the number of days,
in any calendar year, for which an Individual is eligible to receve such benefits.

"DESCRIPTION OF MEDICAL INSURANCE BENEFITS

"(c) (1) 'Hospital services' means, subject to further definition and limitation
by regulations, the following services provided an individual as an inpatient:
bed and board in a hospital, in semiprivate accommodations unless they are
unavailable, or unless other accommodations are occupied at the request of the
patient or, are required for medical reasons; and such medical, nursing, ambu-
lance, and other services, and such drugs, supplies, and appliances, as the hospital
customarily provides bed patients either through its own employees or through
arrangements with others, except that this term shall not include services
provided in connection with cosmetic or plastic surgery performed for beautif.
cation.

"(2) 'Nursing home services' means, subject to further definition by regula-
tions, skilled nursing care, related medical and personal services required for the
treatment of the patient, and accompanying bed and board furnished to an
individual as an inpatient in any skilled nursing facility (including a home for
the aged).

"(3) 'Home health services' means, subject to further definition by regulations,
professional nursing care (including part-time homemaker services, physical and
occupational therapy, medical social services, dietary counseling, ambulance serv-
ice, and similar allied services) in a place of residence maintained as an individ.
ual's home, furnished by a public or other nonprofit home health service agency

"(4) 'Diagnostic outpatient services' means, subject to further definition by
regulations, such services furnished by a hospital and prescribed by a physician
licensed to practice surgery or medicine to any individual as an outpatient for
purposes o,0 diaguostic study.
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"(5) 'Very expensive drugs' means, subject to further definition by regulations,
any drug which has been prescribed by a physician licensed to practice surgery
or medicine in a State for use of an individual, if such drug is prescribed by its
official title as Included in United States Pharmacopoeia, National Formulary,
Iomeopathic Pharmacopoeia, or New and Non-Official Remedies, or in any other
compendium recognized by law as an official compendium and the cost of which
Is In excess of an amount fixed by the Secretary. Nothing in this definition shall
be construed to prevent any physician from prescribing by brand or trade name
if the prescription bears a notation by the prescribing physician to the effect that
for medical reasons no substitution may be made.

"(6) Notwithstanding the description of services in the preceding paragraphs
of this subsection, such services shall also include that part of similar but of more
expensive services as is equivalent in cost to the services specified in such
preceding paragraphs.

"AGREEMENTS WITH PROVIDERS OF HEALTH SERVICES

"(d) (1) (A) The Secretary shall publish, at such time or times as he
designates, a list of (I) hospitals, (ii) hospitals furnishing outpatient diagnostic
services, (ii) facilities furnishing nursing home services, and (lv) pub-
lic or other nonprofit home health services agencies in the United States, which
meet the standards prescribed by him for providing hospital services, diagnostic
outpatient services, nursing home services, and home health services, and which
have filed with him agreements under subparagraph (B) of this paragraph.
No institution or agency required by or pursuant to State law to be licensed
shall be included in any such list unless it is duly licensed. In setting eligibility
standards for any class of institutions or agencies, the Secretary may take ac-
count of standards set by any recognized national listing or accrediting body.
The Secretary may utilize the service of appropriate State agencies in determin-
ing whether providers of services meet such standards as he shall prescribe.

"(B) No hospital, nursing home, or home health service agency shall be In-
cluded in a list under subparagraph (A) unless It has filed with the Secretary
an agreement to make no charge to or on account of individuals for services
furnished to such individuals who are eligible to receive medical insurance bene-
fits under this section (and abide by regulations of the Secretary with respect
to making charges in cases of uncertainty or delay in determining eligibility),
but such agreements shall not preclude the making of charges to such individuals
or persons for accommodations or services, furnished at their request, which are in
addition to, or more expensive than, those for which patients are eligible to re-
ceive as individuals eligible for medical insurance benefits by reason of this
section. An agreement under this paragraph may be terminated by the provider
of health services at such time and upon such notice to the Secretary and to the
public as he may specify by regulations.

"(C) No mental or tuberculosis hospital shall be included in a list under this
paragraph.

"(2) (A) Any hospital, nursing home, or home health services agency, listed
by the Secretary under paragraph (1) for providing a class of services, which
provides services of that class to an individual eligible to receive medical In-
surance benefits under this section shall be entitled to receive payment for such
services under this title. Under conditions specified in regulations, and in
amounts determined in accordance therewith, payments shall be made to hos-
pitals not listed by the Secretary for emergency hospital services rendered to
individuals eligible to receive medical insurance benefits under this section.

"(3) Payments for hospital services and outpatient diagnostic services, to
hospitals listed by the Secretary, shall be equal to the cost of rendering the
services. The method or methods of determining such cost shall be prescribed
by regulations, issued after consultation with the advisory council.

"(4) No payment shall be made under this section for any hospital services.
which the hospital Is obligated by law or by contract with the United States
or a State or political subdivision thereof, to render at public expense and
without regard to the income or resources of the patient. No such payment
shall be made for any hospital services for any injury, disease, or disability
for which the patient is entitled to hospitalization (or to the cost thereof) under
any workmen's compensation law; except that payment may be made if (A) an.
appropriate application for hospitalization (or for the cost thereof) has been
made under the workmen's compensation law, (B) entitlement thereto has not

5S380T-0-30



456 SOCIAL SECURITY AMENDMENTS OF 1960

been finally determined, and (C) an arrangement satisfactory to the Secretary
has been made for reimbursement of the Federal Medical Insurance Trust
Fund if the claim under the workmen's compensation law is finally sustained.

"(5) The amount of payments for nursing home services and for home health
services shall be determined after consultation with the advisory council and
shall he based on the reasonable cost of rendering the services.

"(6) (A) Any pharmacy which employs one or more pharmacists who are
licensed under the laws of the State in which it is located to dispense drugs
at retail shall be eligible to enter into an agreement with the Secretary whereby
such pharmacy will be paid for furnishing drugs to individuals eligible to re-
ceive medical insurance benefits under this section.

"(B) Such agreement shall apply only to the furnishing of 'very expensive
drugs' as defined in subsection (c) (5), and shall relate only to the part of the
cost of such drugs which exceeds such amount as may be fixed by the Secretary.
The method of determining the amount of the payments to a pharmacy shall
be based on the reasonable cost of such drugs to such pharmacy plus such per-
centage of such costs as may be determined to provide adequate compensation
to such pharmacy for its services in furnishing such drugs.

"(7) No supervision or control over the administration or operation, or over
the selection, tenure, or compensation of personnel, shall be exercised under the
authority of this section over any hospital, nursing home facility, home health
services agency, or pharmacy which has entered into an agreement under this
section.

"(8) Agreements under this section shall be made by the hospital, nursing
home, home health services agency, or pharmacy providing the services de-
scribed In subsection (c), but this paragraph shall not preclude representation
of such institution or pharmacy by any individual, association, or organization
authorized by the institution or agency to act on its behalf.

"(9) Nothing in such agreements or in this section shall be constructed to
give the Secretary supervision or control over the practice of medicine or the
manner in which medical services are provided.

.110) Except to the extent the Secretary has made provision pursuant to sub)-
se-lion (g) (relating to utilization of private nonprofit organizations) for the
making of payments to providers of health services, he shall from time to time
determine the amount to be paid to each provider of health services under an
agreement with respect to the services furnished and shall pay such amount,
except that such amount may be reduced or increased, as the case may be, by any
summ by wh~ch the Secretary finds that the amount paid to such provider of
health services for any prior period was greater or less than the amount which
should have been paid to it for such period. The Secretary of the Treasury, prior
to audit or settlement by the General Accounting Office, shall make payment
from the Federal Medical Insurance Trust Fund, at the time or times fixed by
the Secretary, in accordance with such certification.

"FREE CHOICE BY PATIENT

"(e) Any individual eligible to receive medical insurance benefits under this
section may obtain hospital services, nursing home services, home health serv-
ices, or diagnostic outpatient services from any provider of health services which
is listed by the Secretary under subsection (d) (1) as eligible to provide the
class of health services in question and which admits such individual or uider-
takes to provide him services; and may obtain very expensive drugs, upon such
payment as may be required, from any pharmacy with which the Secretary has
In effect an agreement under subsection (c) (6).

"NATIONAL MEDICAL INSURANCE BENEFITS ADVISORY COUNCIL

"(f) (1) For the purpose of advising and assisting the Secretary in the
formulation of policy and the promulgation of regulations in connection with the
administration of this section, there is hereby created a National Medical In-
surance Benefits Advisory Council which shall consist of the Commissioner
of Social Security and the Surgeon General of the Public Health Service, who
shall serve as co-chairman ex officio, and twelve members to be appointed by the
Secretary. Not less than four of the appointed members shall be representatives
of the general public, and the remainder of the appointed members shall be
persons who are outstanding in the fields pertaining to hospitals and health
activities. Each appointed member shall hold office for a term of four years,
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except that any member appointed to fill a vacancy occurring prior to the ex-
piration of the term for which his predecessor was appointed shall be appointed
for the remainder of such term, and the terms of office of the member first tak-
Ing office shall expire, as described by the Secretary at the time of appointment
three at the end of the first year, three at the end of tile fourth year after the
(late of appointment. An appointed member shall not be eligible to serve con-
tinuously for more than two terms but shall be eligible for reappointment if he
has not served immediately preceding his reappointment. The advisory council
is authorized to appoint such special advisory and technical committees as may
be useful in carrying out its functions. Appointed members of the advisory
council and members of Its advisory or technical committees, while serving on
business of the advisory council, shall receive compensation at rates fixed by
the Secretary, but not exceeding $50 per day, and shall also be entitled to receive
an allowance for actual and necessary travel and for subsistence expenses while
so serving away from their places of residence. The advisory council shall
meet as frequently as the Secretary deems necessary, but not less than once each
year. Upon request of four or more members it shall be the duty of the Secre-
tary to call a meeting of the advisory council.

"(2) The advisory council, or a technical committee appointed by the council
,with the approval of the Secretary, shall have the duty of study and evaluation
of the operation of this section. Any recommendations by the council for amend-
ment of this section shall be transmitted to the Congress by the Secretary.

"UTIlIZATION OF NONPROFIT ORGANIZATIONS

"(g) (1) The Secretary may utilize, to the extent he finds economical and
otherwise advantageous, the services of private nonprofit organizations exempt
from Federal taxation under section 501 of the Internal Revenue Code of 1954,
or public agencies which are skilled in dealing with hospitals in matters pertain-
ing to hospitalization of individual patients and payment therefor. The Secre-
tary is authorized to enter into an agreement with any such organization or
agency under which, in the whole or any part of the United States, the organiza-
tion or agency undertakes to determine (subject to such review as may be pro-
vided for in the agreement) the payments to hospitals required by this section
and by regulations prescribed thereunder, and to make such payments, and to
perform such other functions as may be deemed appropriate by the Secretary.
The Secretary is authorized to utilize in similar manner the services of such or-
ganizations or agencies to determine and make payments, and to perform such
other functions as he deems appropriate, in the provision of services (other than
hospital services) described in subsection (c).

"(2) An agreement under paragraph (1) shall provide for payment from the
Federal Medical Insurance Trust Fund to the organization or agency of the
amounts paid out by such organization to providers of health services under this
section and of the cost of administration determined by the Secretary with the
advice of the advisory council to be necessary and proper for carrying out such
organization's or agency's functions under its agreement pursuant to this section.
Such payments to any organization or agency shall be made either in advance on
the basis of estimates by the Secretary or as reimbursement, as may be agreed
upon by the organization and the Secretary, and adjustments may be made in sub-
sequent l)ayments on account of overpayments or underpayments previously made
to the organization under this section. Such payments shall be made by the Sec-
retary of the Treasury from the Federal Medical Insurance Trust Fund at such
time or times as the Secretary may specify and shall be made prior to audit or
settlement by the General Accounting Office.

"(3) An agreement under subsection (a) with any organization may require
any of its officers or employees certifying payments or disbursing funds pursuant
to the agreement, or otherwise participating in its performance, to give surety
bond to the United States in such amount as the Secretary may deem necessary,
and may provide for the payment of the cost of such bond from the Federal MIed-
i(al Insurance Trust Fund.

"RULEMAKING POWERS OF THE SECRETARY

"(h) The Secretary, after consulting with the advisory council, shall have full
power and authority to make rules and regulations and to establish procedures,
not inconsistent with the provision of this section, which are necessary or
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appropriate to carry out such provisions, and shall adopt reasonable and proper
rules and regulations to regulate and provide for the nature and extent of the
proofs and evidence and the method of taking and furnishing the same In order
to establish the right of individuals to medical insurance benefits hereunder,
and the right of providers of services to payment.

"CERTIFYING AND DISBURSING OFFICERS

"(i) (1) No individual designated by the Secretary pursuant to an agreement
under this section as a certifying officer shall, in the absence of gross negligence
or intent to defraud the United States, be liable with respect to any payments
certified by him under this section.

"(2) No disbursing officer shall, in the absence of gross negligence or intent
to defraud the United States, be liable with respect to any payment by him under
this section if it was based upon a voucher signed by a certifying officer desig-
nated as provided in paragraph (1)."

FEDERAL MEDICAL INSURANCE TRUST FUND

(b) (1) The heading to section 201 of the Social Security Act is amended to
read: "FEDERAL OLD-AGE AND SURVIVORS INSURANCE TRUST FUND, FEDERAL DIS-
ABILITY INSURANCE TRUST FUND, AND FEDERAL MEDICAL INSURANCE TRUST FUND".

(2) Subsection (a) of section 201 of such Act is amended by inserting before
the semicolon in paragraph (3) thereof the following: "and in clause (1) of
subsection (c) of this section"; by inserting before the period in paragraph
(4) thereof the following: "and in clause (2) of subsection (c) of this section";
by amending the last sentence thereof to read as follows: "The amounts appro-
priated by clauses (3) and (4) shall be transferred from time to time from the
general fund in the Treasury to the Federal Old-Age and Survivors Insurance
Trust Fund, the amounts appropriated by clauses (1) and (2) of subsection
(b) shall be transferred from time to time from the general fund in the Treasury
to the Federal Disability Insurance Trust Fund, and the amounts appropriated
by clauses (1) and (2) of subsection (c) shall be transferred from time to time
from the general fund in the Treasury to the Federal Medical Insurance Trust
Fund, such amounts to be determined on the basis of estimates by the Secretary
of the Treasury of the taxes, specified in clauses (3) and (4) of this subsection,
paid to or deposited into the Treasury; and proper adjustments shall be made
in amounts subsequently transferred to the extent prior estimates were in excess
of or were less than the taxes specified in such clauses (3) and (4) of this
subsection.

(3) Section 201 of such Act is further amended by redesignating subsections
(c), (d), (e), (f), (g), and (h) as (d), (e), (f), (g), (h), and (i), respectively.

(4) Section 201 of such Act is further amended by adding after subsection (b)
the following new paragraph:

"(c) There is hereby created on the books of the Treasury of the United
States a trust fund to be known as the 'Federal Medical Insurance Trust Fund'.
The Federal medical Insurance Trust Fund shall consist of such amounts as
may be appropriated to, or deposited in, such fund as provided in this section.
There is hereby appropriated to the Federal Medical Insurance Trust Fund for
the fiscal year ending June 30, 1961, and for each fiscal year thereafter, out of
any moneys in the Treasury not otherwise appropriated, amounts equivalent to
100 per centum of-

"(1) (A) one-half of 1 per centum of the wages (as defined in section 3121
of the Internal Revenue Code of 1954) paid after December 31, 1960, and
before January 1, 1972, and reported to the Secretary of the Treasury or
his delegate pursuant to subtitle F of the Internal Revenue Code of 1954.
which wages shall be certified by the Secretary of Health, Education, and
Welfare on the basis of the records of wages established and maintained by
such Secretary In accordance with such reports; and

"(B) three-fourths of 1 per centumi of the wages (as defined in section 3121
of the Internal Revenue Code of 1954) paid after December 31, 1971, and
reported to the Secretary of the Treasury or his delegate pursuant to sub-
title F of the Internal Revenue Code of 1954, which wages shall be certified
by the Secretary of Health, Education, and Welfare on the basis of the.
records of wages established and maintained by such Secretary in accord-
ance with such reports; and
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"(2) (A) three-eighths of 1 per centum of the amount of self-employment
income (as defined in section 1402 of the Internal Revenue Code of 1954)
reported to the Secretary of the Treasury or his delegate on tax returns
under subtitle F of the Internal Revenue Code of 1954 for any taxable year
beginning after December 31, 1960, and before January 1, 1972, which
self-employment income shall be certified by the Secretary of Health, Edu-
cation, anl Welfare on the basis of the records of self-employment income
established and maintained by the Secretary of Health, Education, and
Welfare in accordance with such returns; and

"(B) nine-sixteenths of 1 per centum of the amount of self-employment
income (as defined in section 1402 of the Internal Revenue Code of 1954)
reported to the Secretary of the Treasury or his delegate on tax returns
under subtitle F of the Internal Revenue Code of 1954 for any taxable year
beginning after December 31, 1971, which self-employment income shall be
certified by the Secretary of Health, Education, and Welfare on the basis
of the records of self-employment income established and maintained by the
Secretary of Health, Education, and Welfare in accordance with such
returns."

(5) Subsection (d) of section 201 of such Act, as redesignated by paragraph
(3) of this subsection, is amended by striking out "and the Federal Disability
Insurance Trust Fund" and inserting in lieu thereof ", the Federal Disability
Insurance Trust Fund, and the Federal Medical Insurance Trust Fund".

(6) Subsection (g) of section 201 of such Act, as redesignated by paragraph
(3) of this subsection, is amended to read as follows:

"(g) The interest on, and the proceeds from the sale or redemption of, any
obligations held in the Federal Old-Age and Survivors Insurance Trust Fund,
the Federal Disability Insurance Trust Fund, and the Federal Medical Inusur-
ance Trust Fund shall be credited to and form a part of the Federal Old-Age
and Survivors insurance Trust Fund, the Federal Disability Insurance Trust
Fund, and the Federal Medical Insurance Trust Fund, respectively."

(7) Subsection (h) of section 201 of such Act, as redesignated by paragraph
(3) of this subsection, Is amended by striking out In the third sentence of para-
graph (1) thereof "either or both" and inserting in lieu thereof "any or all";
by striking out in the fourth sentence of such paragraph "from one to the other
of" and inserting in lieu thereof "among"; by striking out in the fifth sentence
of such paragraph "from one to the other of" and Inserting in lieu thereof
"among".

(8) The last sentence of paragraph (2) of subsection (h), as redesignated by
paragraph (3) of this subsection, is amended to read as follows: "Payments pur-
suant to the first sentence of this paragraph shall be made from the Federal Old-
Age and Survivors Insurance Trust Fund, the Federal Disability Insurance
Trust Fund, and the Federal Medical Insurance Trust Fund in the ratio In
which amounts were appropriated to such trust funds under clause (3) of sub-
section (a) of this section, clause (1) of subsection (b) of this section, and
clause (1) of subsection (c) of this section."

(9) Subsection (I) of section 201 of the Social Security Act, as redesignated by
paragraph (3) of this subsection, is amended b inserting after the first sentence
the following sentence: "Payments required to be made under section 226 shall
be made only from the Federal Medical Insurance Trust Fund."

(10) Subsection (h) (1) of section 218 of such Act is amended by striking
out "and (b) (1)" and Inserting in lieu thereof ", (b) (1), and (e) (1)".

(11) Subsection (b) of section 1106 of such Act is amended by striking out
"and the Federal Disability Insurance Trust Fund" and Inserting In lieu thereof
", the Federal Disability Insurance Trust Fund, and the Federal Medical In-
surance Trust Fund".

EFFFTQrIVE DATE

(c) Payments pursuant to section 226 of the Social Security Act, as added
to such Act by subsection (a) of this section, shall be made only with respect
to hospital services, nursing home services, home health services, diagnostic out-
patient services furnished or very expensive drugs purchased after dates to be
fixed by the Secretary, but such dates shall be, In the case of (1) hospital
services, not earlier than July 1, 1961, or later than January 1, 1962, (2)
nursing home services, not earlier than January 1, 1963, or later than July 1,
1963, (3) home health services, not earlier than January 1, 1962, or later than
July 1, 1962, (4) diagnostic outpatient services, not earlier than July 1, 1961, or
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later than January 1, 1962, and (5) the purchase of very expensive drugs, not
earlier than July 1, 1962. or later than January 1, 1963. The terms used in this
section shall have the meaning assigned to them in title 11 of the Social Security
Act.

MEDICAL BENEFITS FOR RETIRED AGED NOT ELIGIBLE FOR BENEFITS UNDER TITLE 1I

SEC. 602. (a) The Social Security Act is further amended by adding after
title XV thereof the following new title:

"TITLE XVI-MEDICAL BENEFITS FOR THE RETIRED AGED NOT
ELIGIBLE FOR BENEFITS UNDER TITLE II

"SEC. 1601. (a) (1) Every individual who-
"(A) has attained retirement age (as defined in section 216(a)),
"(B) is retired (as defined in paragraph (3)),
"(C) is a resident of the United States, and
"(D) is not eligible to receive medical Insurance benefits under section

226,
shall be eligible to receive medical benefits. Payment of medical benefits shall
be made in accordance with the provisions of this section, but only if applica-
tion is filed for such payment in such form and in such manner and by such per-
son as the Secretary may by regulation prescribe. The provisions of clause
(B) shall not apply to any person (I) who is the husband or wife of an in-
dividual eligible to receive medical benefits and (i) who was receiving more
than one-half of his or her support from such individual for one year provided
such year began no earlier than the calendar year preceding the year such
person attained retirement age.

"(2) Payment of medical benefits shall be made for hospital services, nursing
home services, home health services, diagnostic outpatient services, and very
expensive drugs (as defined in section 226(c)).

"(3) For purposes of paragraph (1)-
"(A) Except as may be provided in subparagraph (B), an individual shall

be retired with respect to the period for which lie files for payment of
medical benefits If--

"(i) he had total earnings (as defined in section 203(e)) of less than
$2,000 in any calendar year preceding the year in which the first day of
such period occurs, provided such calendar year is no earlier than the
year preceding the year in which he attained retirement age, or

"(ii) he did not render services for wages of more than $100, and
did not engage in self-employment in each of at least three months in
any calendar year, provided such third month preceded the first day of
such period and such calendar year is no earlier than the year preceding
the year in which he attained retirement age, or

"(lit) lie attained the age of seventy-two in a month prior to such
period.

"(B) For the purposes of benefits for very expensive drugs, an individual
shall be retired if on the first day of the month in which lie incurs the cost
of such drugs lie meets the provisions of clause (i), (i), or (iii) of subpara-
graph (A). Such first day shall be deemed the first day of the period for
which he files for the payment of medical benefits.

For purposes of subparagraph (A) (li), an individual shall be presumed not to
have engaged in self-employment with respect to any month if, by applying the
provisions of section 203(e) and time regulations issued thereunder, the Secretary
determines that such individual did not engage in self-employment in such
month, except that for such purposes the term, 'substantial services', as used in
paragraph (3) (B) (i) of such section 203(e), shall mean services rendered by
such individual with respect to his trade or business in seven or more days in
such month.

"(4) Payment of medical benefits which an individual is eligible to receive may
be made for-

"(A) hospital services furnished to such individual for a total of not more
than ninety days in any calendar year;

"(B) nursing home services furnished to such individual for a 1otil of
not more than one hundred and eighty days in any calendar year;

"(C) home health services furnished to such Individual for a total of not
more than two hundred and forty days;
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"(D) diagnostic outpatient services but only to the extent as the Secre-
tary, after consultation with the advisory council, established pursuant to
subsection 226(f), may by regulation specify;

"(E) very expensive drugs furnished such individual, but only to the ex-
tent the Secretary, after consultation with such advisory council, may by
regulation specify.

The maximum of any combination of hospital services, nursing home services,
and home health services for which payment may be made for such services
furnished, during any calendar year, to any individual eligible to receive medical
benefits shall not exceed ninety units of services. For the purpose of tile pre-
ceding sentence, one "unit of services" equals (i) one day of hospital services,
(ii) two days of nursing home services, or (ill) two and two-thirds days of
home health services.

"(5) Notwithstanding the previous provisions of this subsection, no individual
shall be eligible to receive medical benefits insofar as they relate to hospital
services, nursing home services, or home health services, unless such services
are rendered after referral by a physician, and such physician certifies in
writing that such hospital services, nursing home services, or home health
services are or were required for his medical treatment except that such referral
shall not be required for hospital services in case of an emergency which makes
such referral impracticable. Periodic recertification that medical treatment
which extends over a period of time is required shall be a condition of continuing
eligibility to receive such benefits during the period such services are furnished.

"(6) (A) An application for the payment of medical benefits shall be valid,
with respect to a period during which one or more of the services described in
section 226(c) are furnished, if such application is filed no earlier than the first
day of the third month preceding the month in which the first day of such period
occurs or no later than the last day of the twelfth month succeeding time month
in which the first day of such period occurs. An application for the payment
of medical benefits shall be valid with respect to the cost incurred for a very
expensive drug if such application Is filed within such time as the Secretary may
by regulations prescribe.

"(B) For purposes of this section, a period during which-
"(i) hospital or nursing home services (or both) are furnished means

a consecutive number of days (including only one day) in which such services
are furnished;

"(ii) home health services are furnished means one or more days (but
not exceeding two hundred and forty days in any calendar year) in which
such services are furnished, but only if the number of days elapsing between
any two days in which such services are furnished does not exceed thirty;

"(11) diagnostic outpatient services are furnished means one or more
days (but not exceeding in any calendar year the number of days specified
by the Secretary pursuant to paragraph (4) (D) of this subsection) in
which such services are furnished, but only if the number of days elapsing
between any two days in which such services are furnished does not exceed
fourteen.

"DETERMINATIONS OF ELIGIBILITY
"(b) The provisions of section 205 relating to the making and review of

determinations shall be applicable to determinations as to (i) whether an In-
dividual is eligible to receive medical benefits, and (ii) the number of days, in
any calendar year, for which an individual is eligible to receive such benefits.

"INCORPORATION OF CERTAIN PROVISIONS OF SECTION 220

"(c) For the purposes of administering this title, the provisions of section
226(d), (e), (f), (g), and (h) shall be applicable to this title, and for such
purposes references in such subsections of section 226 to title II, medical insur-
ance benefits, and section 226 (or any subsection, paragraph, or subparagraph
thereunder) shall be deemed to refer to this title, medical benefits for which
payment may be made under this section, and this section, respectively.

"CERTIFYING AND DISBURSING OFFICERS

"(d) (1) No individual designated by the Secretary pursuant to an agree-
ment under this section as a certifying officer shall, in the absence of gross
negligence or intent to defraud the United States, be liable with respect to any
payments certified by him under this section.
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"(2) No disbursing officer shall, in the absence of gross negligence or intent to
defraud the United States, be liable with respect to any payment by him under
this section if it was based upon a voucher signed by a certifying officer desig-
nated as provided in paragraph (1).

"APPROPRIATION

"SEc. 1602. There are hereby authorized to be appropriated to the Federal
Medical Insurance Trust Fund for each fiscal year, beginning with the fiscal
year ending June 30, 1962, out of any moneys in the Treasury not otherwise
appropriated, such sums as the Secretary determines to be necessary to meet
the payments made from such Trust Fund pursuant to this title with respect
to individuals who are eligible to receive medical benefits under this title, plus
interest accruing on such suns at the rate for each such fiscal year equal to the
average rate of interest (as determined by the nianaging trustee) earned on the
invested assets of such Trust Fund during the preceding fiscal year.

"PAYMENTS

"SEc. 1603. Payments required to be made under this title, as provided in
section 1601, shall be made from the Federal Medical Insurance Trust Fund.

"NONAPPLICABILITY OF TIILS TITLE

"SFC. 1604. The provisions of this title shall not apply to any individual (I)
who is, or upon filing application would be, entitled to an annuity or a pension
undr the Railroad Retirement Act or (ii) who is receiving, or is eligible to re-
ceive, an annuity under the Civil Service Retirement Act, or (iii) who is the
wife or dependent husband of an individual described in clauses (1) or (ii)."

EFFECTIVE DATE

(b) Payments pursuant to subsection (a) of this section shall be made only
with respect to hospital services, nursing home services, home health services,
diagnostic outpatient services furnished, or very expensive drugs purchased
after dates to be fixed by the Secretary, but such dates shall be, in the case of
(1) hospital services, not earlier than July 1, 1961, or later than January 1,
1962, (2) nursing home services, not earlier than January 1, 1063, or later than
July 1, 1963, (3) home health services, not earlier than January 1, 1062, or later
than July 1, 1962, (4) diagnostic outpatient services, not earlier than July 1,
1961, or later than January 1, 1962, and (5) the purchase of very expensive drugs,
not earlier than July 1, 1962, or later than January 1, 1963. The terms used in
this section shall have the meaning assigned to them in title II of the Social
Security Act.

AMI,]NI)MFNTS TO TIE INTEHNA. IEVENUE CODE OF 1954

CHANGES IN TAX SCHEDULES

SELF-EMPLOYMENT INCOME TAX

SEC. 603. (a) Section 1401 of the Internal Revenue Code of 1954 (relating to
rate of tax on self-employment income) is amended to read as follows:
"SEC. 1401. RATE OF TAX.

"In addition to other taxes, there shall be imposed for each taxable year, on the
self-employment income of every individual, a tax as follows:

"(1) in the case of any taxable year beginning after December 31, 1959, and
before January 1, 1961, the tax shall be equal to 41/ percent of the amount
of the self-employment income for such taxable year;

"(2) in the case of any taxable year beginning after December 31, 1960,
and before January 1, 1963, the tax shall be equal to 47 percent of the
amount of the self-employment income for such taxable year;

"(3) In the case of any taxable year beginning after December 31, 1962,
and before January 1, 1966, the tax shall be equal to 5% percent of the
amount of the self-employment income for such taxable year;

"(4) in the case of any taxable year beginning after December 31, 1965,
and before January 1, 1969, the tax shall be equal to 6% percent of the
amount of the self-employment income for such taxable year;
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"(5) in the case of any taxable year beginning after December 31, 1968,
and before January 1, 1972, the tax shall be equal to 7% percent of the
amount of the self-employment income for such taxable year; and

"(6) in the case of any taxable year beginning after December 81, 1971,
the tax shall be equal to 75/1( percent of the amount of the self-employment
income for such taxable year."

TAX ON EMPLOYEES

(b) Section 3101 of such Code (relating to rate of tax on employees under
the Federal Insurance Contributions Act) is amended to read as follows:
"SEC. 3101. RATE OF TAL.

"In addition to other taxes, there is hereby imposed on the income of every
indivdual a tax equal to the following percentages of the wages (as defined
in section 3121(a)) received by li with respect to employment (as defined in
section 3121 (b) )-

"(1) with respect to wages received during the calendar year 1960, the
rate shall be 3 percent;

"(2) with respect to wages reeeived during the calendar years 1961 and
1962, the rate shall be 31/4 percent;

"(3) with respect to wages received during the calendar years 1963 to
1965, both inclusive, the rate shall be 34 percent;

"(4) with respect to wages received during the calendar years 1966 to
1968, both inclusive, the rate shall be 41/4 percent;

"(5) with respect to wages received during the calendar years 1969 to
1971, both inclusive, the rate shall be 4% percent; and

"(6) with respect to wages received after December 31, 1971, the rate
shall be 47/s percent."

TAX ON EMPLOYERS

(c) Section 3111 of such Code (relating to rate of tax on employers under
the Federal Insurance Contributions Act) is amended to read as follows:
"SEC. 3111. RATE OF TAX.

"In addition to other taxes, there Is hereby imposed on every employer an
excise tax, with respect to having individuals in his employ, equal to the follow-
ing percentages of the wages (as defined in section 3121(a)) paid by him with
respect to employment (as defined In section 3121 (b) )-

"(1) with respect to wages paid during the calendar year 1960, the rate
shall be 3 percent;

"(2) with respect to wages paid during the calendar years 1961 and
1962, the rate shall be 3 percent;

"(3) with respect to wages paid during the calendar years 1963 to 1965,
both inclusive, tile rate shall be 3% percent;

"(4) with respect to wages paid during the calendar years 1966 to 1968,
both inclusive, the rate shall be 41/4 percent;

"(5) with respect to wages pad during the calendar years 1969 to 1971,
both inclusive, the rate shall be 4% percent; and

"(6) with respect to wages paid after December 31, 1971, the rate shall
be 4,f percent."

DECLARATION OF POLICY ON RAILROAD RETIREMENT AND CIVIL SERVICE ANNUITANTS

SEC. 604. It is hereby declared to be the policy of the Congress in enacting this
Act to include as many retired people as possible under the type of program estab-
lished by this Act and to provide that their benefits should, to the extent possible,
be financed by contributions made by them (and their employers) during their
working years. To further this policy, tile Congress should take action as soon
as possible to make available to persons receiving annuities under tile Railroad
Retirement Act and the Civil Service Retirement Act a program under which
such individuals can obtain the same type of services made available by this
Act to those who are receiving old-age and survivors insurance benefits.
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STUDY OF IEALTI NEEDS OF INDIVIDUAT.8

SEC. 6(W. Section 702 of the Social Security Act is amended by inserting "(a)"
after "702"; by adding at the end thereof the following new subsection:

"(b) The Secretary shall conduct a continuing study and investigation of the
health needs of individuals who have reached retirement age, and the means by
which such needs may most effectively and efficiently he met. In connection
with such study and investigation, the Secretary shall institute and conduct ap-
propriate demonstration programs relating to the health needs of such indi-
viduals and the manner and means by which such needs may be fulfilled. The
Secretary is authorized to provide for the carrying on of such research studies
pertaining to health care and the administration of such care as may be recom-
mended by the advisory council designated pursuant to section 226(f). Such
research studies may be carried on directly by the Department of Health, Edu-
cation, and Welfare, by others under contracts negotiated for, or grants made
by the Secretary for, such purpose."

SEC. 606. As used in the provisions of the Social Security Act, amended by this
Act, the term "Secretary" means the Secretary of Health, Education, and
Welfare.

SEC. 607. This title may be cited as the "Retired Persons Medical Insurance
Act."

2. AMENDMENT 6-25-60-D-INTRODUCED BY SENATOR WILLIAMS OF
NEW JERSEY

STAFF ANALYSIS

Makes liberalization of the insured status requirement (sec. 204 of House-
passed bill) inapplicable as to any individual who is or will become entitled to
retirement benefits under the teachers pension and annuity fund of the State of
New Jersey or to retirement benefits under the public employees retirement
system of the State of New Jersey.

('o8t.-Negligible savings.

VIEWS OF THE DEPARTMENT OF HEALTII, EDUcATION, AND WELFARE ON AMENDMENT
6-24-60-D

While the present law does contain modifications to the general provisions
governing coverage under the old-age, survivors, and disability insurance pro-
gram, the Department believes, in general, that special provisions are undesirable
in that they tend to nullify the effect of the general provisions of the law, and may
introduce inequities and anomalies into the program. The proposed special
amendment, applying only to persons receiving retirement benefits under two
named New Jersey retirement systems, is subsequent to the additional objection
that it would be the first special amendment (i.e., an amendment applying to
specifically named groups) to the basic provisions of the program for determining
eligibility to benefits and benefit amounts.

The Department believes that it is of fundamental importance in a broad
social insurance system such as old-age, survivors, and disability insurance that
the benefit rights of all persons covered under the program be determined on the
same basis. The proposed amendment would not provide favorable treatment
under the program for the group affected; it would nevertheless be a departure
from the principle that all covered persons should be subject to the same require-
ments as to insured status. If enacted, it would undoubtedly be considered as a
precedent by persons or groups seeking advantages through additional special
amendments to the insured status or benefit computation provisions of the act.

The proposed amendment is designed to be of help to a relatively small number
of persons entitled to benefits under the two New Jersey systems, and would
no doubt be of overall assistance to them (subject, of course, to the interpretation
of the amendment by the State of New Jersey). Nonetheless, it would make
inapplicable to these persons an insured status provision of the Social Security
Act and might inadvertently be of disadvantage to some members of the systems
by reducing the amount of benefits they would obtain under the Federal program.

Since the objective of the proposed amendment is to affect favorably the
benefit rights of certain individuals under the two named New Jersey retirement
systems, its achievement would seem to be a matter for State, rather than Fed-
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eral, legislation. An amendment to the Federal law which has as its objective
modifying benefit rights under State law does not seem desirable.

For these reasons the Department recommends that the proposed amendment
not be enacted.

TEXT OF AMENDMENT 6-24-0-D

Intended to be proposed by Mr. WILLIAMS of New Jersey to the bill (H.R. 12580),
viz: On page 67, between lines 14 and 15, insert the following new subsec-
tion:

(e) The amendment made by subsection (a) shall not apply in the case of
any individual who, on, before, or after the date of enactment of this Act, becomes
entitled to retirement benefits under the Teachers Pension and Annuity Fund
of the State of New Jersey or to retirement benefits under the Public Employees
Retirement System of the State of New Jersey.

3. AMENDMENT 6-24-60-E-INTRODUCED BY SENATOR JAVITS FOR

HIMSELF AND SENATOR KEATING

STAFF ANALYSIS

Permits the States to extend their unemployment insurance laws to provide
coverage with respect to those nonprofit organizations which are not subject
to the Federal unemployment tax without regard to the conditions specified in
section 3303 of the Internal Revenue Code of 1954 (the Federal Unemployment
Tax Act). It would thus permit States to allow to these organizations reduced
rates of contributions to pooled unemployment funds on a reimbursable or other
basis having no relation to unemployment experience or other factors having a
direct relation to unemployment risk.

VIEws OF DEPARTMENT OF LABOR ON AMENDMENTS 6-24-60-E (IDENTICAL
WITH S. 3594)

It is our understanding that Amendment 6--24-40-E %which is identical to
S. 3594) is intended primarily to allow State coverage of nonprofit organizations
on a reimbursable basis, according to which these organizations would be billed
periodically for the benefit costs charged to them and required to pay only these
amounts into the State fund. Under a number of State laws, State and local
governments are presently permitted to effect coverage of their employees on
such a basis.

While the Department of Labor believes that employees of nonprofit organiza-
tions are entitled to unemployment insurance protection, we question the de-
sirability of permitting treatment of one class of private employers on a basis
inconsistent with the insurance approach to unemployment compensation. Such
treatment would also appear to involve practical problems which might minimize
its effectiveness in expanding unemployment insurance protection, while possibly
hindering future extension of Federal coverage to employees of nonprofit or-
ganizations in all States instead of merely those which could avail themselves
of the proposed coverage.

State unemployment insurance laws, all of which now provide for pooled
funds, represent an insurance approach to the financing of unemployment costs.
Such an approach offers the advantages of a wide pooling of risks among in-
dustries and employers, while also insuring annual employer costs that are pre-
dictable and limited by minimum and maximum rates. Some employers might
not otherwise be capable of absorbing the benefit costs chargeable to them.
Individual employer or industry financing through payments reimbursing the
State fund for benefit costs provides neither the advantages of pooling nor the
predictability of an annual tax.

The nature of nonprofit organizations does not appear necessarily to justify
such a departure from the established pattern of unemployment insurance
financing. Many receive the bulk of their funds from sources other than volun-
tary contributions, engage in commercial operations, and sell goods and services
in competition with profitmaking organizations that are presently subject to
unemployment Insurance laws on a regular basis. Amendment 6-24-60-E might
be considered by other employers as unduly preferential and thus lead to efforts
for further extension.
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In practice, the costs of coverage on a reimbursable basis may, under certain
circumstances, exceed those on a tax basis, thus presenting problems to the
organizations themselves and imperiling the extension of unemployment insur-
ance which this amendment is intended to foster. For example, should an or-
ganization be required to reduce operations for budgetary reasons, thus laying
off employees, benefit costs would ordinarily rise at the very time that the
organization would least be able to absorb these additional costs.

Nonprofit organizations should not necessarily be classed with States or
municipal corporations which, as previously noted, are covered under some State
laws on a reimbursable basis. These entities are not "persons" within the mean-
ing of section 3303 of the Federal act, and unlike private employers they are
necessarily exempt from the Federal tax for constitutional reasons. Their ac-
tivities do not ordinarily present competitive problems in relation to other em-
ployers. Such governmental entities are permanent, or nearly so, and even when
dissolution occurs it ordinarily takes the form of merger or consolidation insur-
Ing payment or assumption of prior debts. They have resources of taxation and
credit which assure a high measure of continuity in operations and financial
capacity. These considerations are not generally applicable to nonprofit organiza-
tions, which often do operate In competition with other employers subJect to
unemployment insurance laws, have no assured level of operations or financial
capacity, anl can and do go out of existence with consequent risk of default.

There Is the possibility also that this amendment might hinder extension of
the Federal act to nonprofit organizations since State coverage pursuant to amend-
ment 6-24-0--E would be In conflict with the conditions of section 3303 which
would become applicable upon Federal coverage.

TEXT OF AMENDMENT 6-24-60-E

Intended to be proposed by Mr. JAVITS (for himself and Mr. KEATINo) to the 1)ill
(H.R. 12580), viz: On page 142, between lines 13 and, 14, insert the fol-
lowing:

CONDITIONS FOR REDUCED RATE OF CONTRIBUTIONS

(d) Section 3303(c) of such Code (relating to conditions of additional credit
allowance) is amended by adding at the end thereof the following new para-
graph:

"(9) PERsON.-The term 'person' shall not include any organization, serv-
ice for which is excepted from employment under paragraph (8) of section
3306(c)."

4. AMENDMENT 6-24-00-F-INTRODUCED BY SENATOR JAVITS FOR

HIMSELF AND SENATOR KEATING

STAFF ANALYSIS

Permits child to receive survivor benefits on record of individual who stood
in loco parentis (in the place of the parent) for not less than 5 years immediately
preceding the day on which the individual died; also requires that child must
have been living with the worker at time of death and have been receiving at
least three-fourths of his support from such worker.

Cost.-Unknown. Cost of amendment if amended as suggested by Department
of Health, Education, and Welfare in the following report is estimated as negli-
gible.

VIEWS OF THE DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE ON PROPOSED,
AMENDMENT 6-24-60-F

The Department of Health, Education, and Welfare is in favor of this amend-
ment in principle and recommends its enactment. The Department believes,
however, that the amendment needs to be modified as described below.

The amendment provides for the payment of child's insurance benefits only
if the insured worker has died. A child who is living with and being supported
by a retired or disabled worker also needs the protection of the program. The
Department recommends that the amendment be modified to provide for paying
benefits also in cases where the worker is disabled or retired.



SOCIAL SECURITY AMENDMENTS OF 1960 467

The Department recommends a further modification to provide for paying
benefits to a child who is receiving one-half of his support from the worker,
rather than three-fourths as proposed in the amendment. The present law uses
a one-half support requirement as a test of dependency, and we have no reason
to believe that the present requirement is not an adequate one.

The Department believes that a requirement that the child have been living
in the worker's household for 1 year, rather than 5 years as required by the
proposed amendment, is sufficient to assure that benefits would be paid only
where the worker had In fact assumed responsibility for the child's support,
and recommends that the amendment be modified accordingly. If H.R. 12580
is enacted, the duration-of-relationship requirements for eligibility for the de-
pendents' benefits, now 3 years in certain cases and 1 year in other cases, would
all be made 1 year, so that the provision of the law would be consistent in this
respect.

H.R. 12580 contains a provision relating to the payment of benefits in cases
where a child is adopted by a disabled person that Is intended to limit the pay-
ment of benefits to cases where it is generally reasonable to assume that the
disabled worker, before the disability benefits were payable, had intended to
adopt the child. In keeping with the intent of that provision the Department
recommends that the proposed amendment be modified so that benefits would be
paid under it only in cases where the child had been living with the worker
before the worker became entitled to retirement or disability benefits.

The Department recommends also that the amendment not permit the payment
of benefits to a child on the earnings record of a foster parent who is being
regularly paid by a child-placement agency or the child's parent to care for the
child.

Finally, it should be noted that the determination of whether an individual
stands in loco parentis to another is somewhat subjective in nature and not
easily administered in a program as large as OASDI. The amendment, both
in its present form and as it would be modified in accordance with the Depart-
ment's suggestions, would contain objective criteria for determining the exist-
ence of the kind of relationship Justifying payment of benefits to the "child"
on the basis of the individual's earnings record and it would appear undesirable
to add this further administratively difficult test.

TEXT OF AMENDMENT 6-24-00-F

Intended to be proposed by Mr. JAvITS (for himself and Mr. KEATING) to the
bill (H.R. 12580), viz:

On page 72, line 14, insert "(1)" immediately after" (b)".
On page 72, line 16, strike out "and".
On page 72, line 20, strike out "died", and insert in lieu thereof "died, and (3)

in the case of a deceased individual, a child with respect to whom an individual
has stood in loco parentis for not less than five years immediately preceding the
day on which such individual died".

On page 72, between lines 20 and 21, insert the following new paragraph:
"(2) Subsection (d) of section 2002 of such Act is amended by adding at the

end thereof the following new paragraph:
"'(7) A child shall be deemed dependent upon the individual who stands in

loco parentis with respect to such child at the time specified in paragraph (1)
(C) if, at such time, the child was living with and was receiving at least
three-fourths of his support from such individual.'"

5. AMENDMENT 6-24-60-G-INTRODUCED BY SENATOR JAVITS FOR
HIMSELF AND SENATOR KEATING

STAFF ANALYSIS

Provides for the continuation of a child's benefit up until age 21 (presently
terminated at age 18) if be has been regularly and continuously attending school
since age 18. School is defined as a high school, trade school, Junior college,
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college, or university. Would continue the payment of mother's benefit on the
basis of the continued benefit for the child.

Cot.-0.08 percent of payroll on a level-premium basis.
Finanaing.-No tax increase provided to cover added cost to program.

VIEWS OF THE DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE ON AMENDMENT
&--24-60-G TO H.R. 12580

The Department of Health, Education, and Welfare does not favor enact-
ment of amendment 6-24-60-G.

Enactment of the amendment would Increase the cost of the old-age, sur-
vivors, and disability insurance program by 0.08 percent of payroll on a level-
premium basis. The amendment does not provide for any Increase In income
to the system to meet the Increased cost. In the opinion of the Department the
need for paying benefits to children over age 18 Is not well enough established
at this time to justify an increase in contributions to meet the additional cost.

TEXT OF AMENDMENT 6-24-60-G

Intended to be proposed by Mr. Javits (for himself and Mr. Keating) to the bill
HR. 12580), viz:

On page 80, between lines 3 and 4, insert the following:

"CONTINUATION OF CHILD'S BENEFITS OF CHILDREN ATTENDING SCHOOL

"SEC. 211. (a) Clause (B) of section 202(d) (1) of such Act Is amended to
read as follows:

"'(B) at the time such application was filed was unmarried and (I) had
not attained the age of eighteen, or (ii) had not attained the age of twenty-
one and was and had been continuously since attainment of age eighteen
regularly attending school, or (tii) was under a disability (as defined in
section 223(c) ) which began before he attained the age of eighteen, and'.

"(b) So much of the first sentence of such section 202(d) (1) as follows clause
equities, Improve the financing of the trust funds, and provide disability ben-

fit for each month, beginning with the first month after August 1950 in which
such child becomes so entitled to such insurance benefits and ending (except as
otherwise provided by the following sentence) with the month preceding the first
month In which any of the following occurs: Such child (I) dies, (ii) marries,
(iii) is adopted (except for adoption by a stepparent, grandparent, aunt, or uncle
subsequent to the death of such fully or currently Insured Individual), (iv) In the
case of a child (other than a child referred to in clauses (v), (vi), or (vii)),
attains the age of eighteen, (v) In the case of a child (other than a child re-
ferred to in clauses (vi) or (vii)) who for any period of time commencing on
the date he attained age eighteen has regularly and continuously attended
school, ceases regularly and continuously to attend school or attains the age
of twenty-one, whichever first occurs, (vi) in the case of a child (other than a
child referred to in clause (vi)) who upon attainment of age eighteen was under
a disability (as defined in section 223(c) ) which began before he attained such
age, ceases to be under such a disability, or (vii) in the case of a child who upon
attainment of age eighteen was under a disability (as defined in section 223(c) )
which began before he attained such age and who for any period of time com-
mencing on the date he attained such age has regularly and continuously at-
tended school, ceases to be under such a disability and ceases regularly and con-
tinuously to attend school or ceases to be under such a disability and attains the
age of twenty-one, whichever first occurs.'

"(c) Such section 202(d) (1) (as amended by this Act) is further amended
by adding at the end thereof the following new sentence: 'For purposes of this
paragraph, the term "school" means a high school, trade school, junior college,
college, or university.'

"(d) The last sentence of section 203(b) of such Act is amended to read
as follows: 'No deduction shall be made under this subsection from any child's
insurance benefit for the month In which the child entitled to such benefit at-
tained the age of eighteen or any subsequent month, If such child is entitled
to such benefit by reason of being under a disability (as defined in section
223(c)) which began before he attained such age.'
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"(e) (1) The first sentence of paragraph (1) of section 222(b) of such Act is
amended by inserting 'by reason of being under a disability (as defined in sec-
tion 223(c)) which began before he attained such age' immediately after 'and
is entitled to child's insurance benefits'.

"(2) The first sentence of paragraph (2) of such section 222(b) is amended
by Inserting '(if such child is entitled to such benefit by reason of being under
a disability, as defined in section 223(c), which began before he attained such
age)' immediately after 'child who has attained the age of eighteen is entitled'.

"(f) The first sentence of section 25 of such Act is amended to read as
follows: 'If the Secretary, on the basis of information obtained by or sub-
mitted to him, believes that an individual entitled to benefits under section
223, or that a child who has attained the age of eighteen and is entitled to
benefits under section 202(d) by reason of being under a disability which began
before he attained such age, may have ceased to be under a disability, the
Secretary may suspend the payment of benefits under such section 223 or
202(d) until it is determined (as provided in section 221) whether or not such
individual's disability has ceased or until the Secretary believes that such
disability has not ceased.'

"(g) The amendments made by this section shall be effective with respect
to monthly benefits payable under section 202 of the Social Security Act
for months after the month in which this Act is enacted."

On page 108, beginning with line 6, strike out all through line 19, and
insert in lieu thereof the following:

"(d) Section 2(Y2(d) (1) of such Act is amended by inserting after the first
sentence thereof the following new sentence: 'Notwithstanding the provisions
of the preceding sentence relating to the month in which the child's insurance
benefits of an individual shall end, the entitlement to such benefits of an in-
dividual who is entitled thereto because he is under a disability shall not end,
because he ceases to be under a disability, until the month preceding the third
month following the third in which he ceases to be under a disability.'"

6. AMENDMENT 6-24-60-N-INTRODUCED BY SENATOR BYRD OF WEST
VIRGINIA FOR HIMSELF AND THE FOLLOWING SENATORS: BA'RT-
LETT, CHAVEZ, CLARK, DODD, DOUGLAS, HARTKE, HUMPHREY,
JACKSON, JOHNSTON .OF SOUTH CAROLINA, LONG OF HAWAII,
MANSFIELD, McGEE, MOSS, MURRAY, PROXMIRE, RANDOLPH, YAR-
BOROUGH, AND YOUNG OF OHIO

STAFF ANALYSIs

Provides option of earlier retirement for male workers and dependent hus-
bands at age 62 (now 65) with an actuarial reduction on the same basis
presently provided for women workers and wives. The actuarial reduction for
workers (five-ninths of 1 percent for each month prior to age 65) would, at age
62, be 80 percent of the full benefit payable at age 65.

The actuarial reduction for dependent husbands (twenty-five thirty-sixths of
1 percent for each month prior to age 65) would, at age 62, be 75 percent of the
benefit payable at age 65.

Cost.-O.05 percent of payroll on a level premium basis.
Financing.-No tax increase provided to cover added cost to program.

VIEWS OF DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE ON AMENDMENT
6-24-60-N AND 6-24-60-0 IN JOINT REPORT BELOW:

The Department of Health, Education, and Welfare recommends against en-
actment of these amendments. The amendments in themselves would not appre-
ciably increase the cost of the old-age, survivors, and disability insurance pro-
gram. But actuarially reduced benefits for men at age 62 and for women at age
60 would be so low in many cases as to be quite inadequate, particularly for
men, who generally have family responsibilities. Accordingly, it could be ex-
pected that enactment of the proposals would give rise to pressures for payment
of full-rate benefits at the lower ages specified. Payment of full-rate benefits
to men at 62 would increase costs by about 0.43 percent of payroll; payment of
full-rate benefits to men and women at 62 would increase costs by about 0.76 per-
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cent of payroll; and payment of full-rate benefits to men at 62 and women at 60
would increase costs by about 1.25 percent of payroll.

The payment of benefits at ages lower than those now specified in the law
would have the additional disadvantage that it might tend to reduce job op-
portunities for older people by encouraging employers to retire workers at an
earlier age than is now customary and by lowering the hiring age for older peo-
ple, since many employers hesitate to hire workers nearing retirement age. Thus
one of the effects of lowering the eligibility age could be a further loss of Job
opportunities for older workers who want and need work and a lessening of the
attention being paid to the very real problems of helping older workers find jobs.

Securing Jobs at older ages is undoubtedly difficult for many, but this is true
in some circumstances as early as age 40 or 45. Early retirement for a person
not too disabled to engage in gainful activity Is not, in the opinion of this De-
partment, a real solution to the problem. Rather, the solution would appear to
be found In continued efforts toward the development of additional employment
opportunities for older workers.

TEXT OF AMENDMENT 6-24-60-N

Intended to be proposed by Mr. Byrd of West Virginia (for himself and Mr.
Bartlett, Mr. Chavez, Mr. Clark, Mr. Dodd, Mr. Douglas, Mr. Hartke, Mr.
Humphrey, Mr. Jackson, Mr. Johnston of South Carolina, Mr. Long of
Hawaii, Mr. Mansfield, Mr. McGee, Mr. Moss, Mr. Murray, Mr. Proxmire,
Mr. Randolph, Mr. Yarborough, and Mr. Young of Ohio) to the bill (H.R.
12580), viz: On page 80, between lines 3 and 4, insert the following new
section:

SEc. 211. (a) Section 216(a) of the Social Security Act is amended to read
as follows:

"Retirement Age

"(a) The term 'retirement age' means age sixty-two".
(b) Subsections (q), (r), and (s) of section 202 of such Act are amended to

read as follows:

"Adjustment of Old-Age, Wife's, and Husband's Insurance Benefit Amounts in
Accordance With Age of Beneficiary

"(q) (1) The old-age insurance benefit of any individual for any month prior
to the month in which such individual attains the age of sixty-five shall be
reduced by-

"(A) five-ninths of t per centum, multiplied by
"(B) the number equal to the number of months in the period beginning

with the first day of the first month for which such individual is entitled
to an old-age insurance benefit and ending with the last day of the month
before the month in which such individual would attain the age of sixty-five.

"(2) The wife's or husband's insurance benefit of any individual for any
month after the month preceding the month in which such individual attains
retirement age and prior to the month in which such individual attains the age
of sixty-five shall be reduced by-

"(A) twenty-five thirty-sixths of 1 per centum, multiplied by
"(B) the number equal to the number of months in the period beginning

with the first day of the first month for which such individual is entitled to
such wife's or husband's (as the case may be) insurance benefit and ending
with the last day of the month before the month in which such individual
would attain the age of sixty-five, except that in no event shall such period
start earlier than the first day of the month in which such individual
attains retirement age.

In the case of an individual entitled to wife's insurance benefits, the preceding
provisions of this paragraph shall not apply to the benefit for any month in
which such individual has in her care (individually or jointly with the individ-
ual on whose wages and self-employment income her wife's insurance benefit is
based) a child entitled to child's insurance benefits on the basis of such wages
and self-employment income. With respect to any month in the period specified
in clause (B) of the first sentence of this paragraph, if (in the case of an tndi.
vidual entitled to wife's insurance benefits) such individual does not have in
such month such a child in her care (individually or jointly with the individual
on whose wages and self-employment income her wife's insurance benefit is
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based), she shall be deemed to have such a child in her care in such month for
the purposes of the preceding sentence unless there is in effect for such month
a certificate filed by her with the Secretary, in accordance with regulations pre-
scribed by him, in which she elects to receive wife's insurance benefits reduced
as provided in this subsection. Any certificate filed pursuant to the preceding
sentence shall be effective for purposes of such sentence--

"(I) for the month in which it is filed, and for any month thereafter, if
in such month she does not have such a child in her care (individually or
Jointly with the individual on whose wages and self-employment income her
wife's insurance benefit is based), and

"(ii) for the period of one or more consecutive months (not exceeding
twelve) immediately preceding the month in which such certificate is filed
which is designated by her (not including as part of such period any month
in which she had such a child in her care (individually or jointly with the
individual on whose wages and self-employment Income her wife's insurance
benefit is based)).

If such a certificate is filed, the period referred to in clause (B) of the first sen-
tence of this paragraph shall commence with the first day of the first month (I)
for which such individual is entitled to a wife's insurance benefit, (1i) which
occurs after the month preceding the month in which she attains retirement
age, and (iii) for which such certificate is effective.

"(3) In the case of any individual who is entitled to an old-age insurance
benefit to which paragraph (1) is applicable and who. for the first month for
which such individual is so entitled (but not for any prior month) or for any
later month occurring before the month in which such individual attains the
age of sixty-five, is entitled to a wife's or husband's insurance benefit to which
paragraph (2) is applicable, the amount of such wife's or husband's insurance
benefit for any month prior to the month in which such individual attains the
age of sixty-five shall, in lieu of the reduction provided in paragraph -(2), be
reduced by the sum of-

"(A) an amount equal to the amount by which such old-age insurance
benefit for such month is reduced under paragraph (1), plus

"(B) an amount equal to-
"(I) the number equal to the number of months specified in clause

(B) of paragraph (2), multiplied by
"(i) twenty-five thirty-sixths of 1 per centum, and further multi-

plied by
"(iII) the excess of such wife's or husband's insurance benefit (as

the case may be) prior to reduction under this subsection over the
old-age insurance benefit prior to reduction under this subsection.

"(4) In the case of any individual who is or was entitled to a wife's or
husband's insurance benefit to which paragraph (2) is applicable and who, for
any month after the first month for which such individual is or was so entitled
(but not for such first month or any earlier month) occurring before the month
in which such individual attains the age of sixty-five, is entitled to an old-age
insurance benefit, the amount of such old-age insurance benefit for any month
prior to the month in which such individual attains the age of sixty-five shall,
in lieu of the reduction provided in paragraph (1), be reduced by the sum of-

"(A) an amount equal to the amount by which such wife's or husband's
(as the case may be) insurance benefit is reduced under paragraph (2) for
such month (or, if such individual is not entitled to a wife's or husband's
insurance benefit for such month, by an amount equal to the amount by
which such benefit was reduced for the last month for which such individual
was entitled to such a benefit), plus

"(P) if the old-age insurance benefit for such month prior to reduction
under this subsection exceeds such wife's or husband's (as the case may be)
insurance benefit prior to reduction under this subsection, an amount equal
to--

"(i) the number equal to the number of months specified in clause
(B) of paragraph (1), multiplied by

"(ii) five-ninths of 1 per centum, and further multiplied by
"(ill) the excess of such old-age insurance benefit over such wife's

or husband's (as the case may be) insurance benefit.
"(5) In the case of any individual who is entitled to an old-age insurance

benefit for the month in which such individual attains the age of sixty-five or
any month thereafter, such benefit for such month shall, if such individual was

58387-60- 31
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also entitled to such benefit for any one or more months prior to the month in
which such Individual attaine(l the age of sixty-five and such benefit for any such
prior month was reduced under paragraph (1) or (4), be reduced as provided in
such paragraph, except that there shall be subtracted, from the number specified
in clause (B) of such paragraph-

(A) the number equal to the number of months for which such benefit
was reduced under such paragraph, but for which such benefit was subject
to deductions under paragraph (1) or (2) of section 203(b),

and except that, in the case of tiny such benefit reduced under paragraph (4),
there also shall be subtracted from the number specified in clause (B) of para-
graph (2), for the purpose of computing the amount referred to in clause (A)
of pa ragraph (4)-

"(i1) the number equal to the number of months for which the wife's
or husband's (as the case may be) insurance benefit was reduced under
such paragraph (2), but for which such benefit was subject to deductions
under paragraph (1) or (2) of section 203(b), under section 203(c), or
under section 222(b),

"(C) in case of a wife's insurance benefit, the number equal to the num-
ber of months occurring after the first month for which such benefit was
reduced under paragraph (2) in which such Individual had in her care
(Iidividually or jointly with the individual on whose wages and self-em-
ploynient Income such benefit Is based) a child of such Individual entitled
to child's insurance benefits, and

"(D) the number equal to the number of months for which such wife's
or husband's (as the case may be) insurance benefit was reduced under such
paragraph (2), but in or after which such individual's entitlement to wife's
or husband's insurance benefits was terminated because such individual's
spouse ceased to be under a disability, not including in such nunler of
months any month after such termination in which such individual was
ent itled to wife's or lusbamd's insurance benefits.

Such subtraction shall be made only if the total of such months specified In
causess (A), (B), (C), and (D) of the preceding sentence is not less than three.
For purposes of clauses (B) and (C) of this paragraph, the wife's or husband's
insurance benefit of an Individual shall not be considered terminated for ally
reason prior to the month in which such individual attains the age of sixty-five.

"(6) In the case of any Individual who is entitled to a wife's or husband's
insurance benefit for the month in which such individual attains the age of
sixty-five or any month thereafter, such benefit for such month shall, if such
individual was also entitled to such benefit for any one or more months prior
to the month in which such individual attained the age of sixty-five and such
benefit for any such prior month was reduced under paragraph (2) or (3), be
reduced as provided In such paragraph, except that there shall be subtracted
from the number specified in clause (B) of such paragraph-

"(A) the number equal to the number of months for which such benefit
was reduced under such paragraph, but for which such benefit was subject
to deductions under section 203(b) (1) or (2), under section 203(c), or
under section 222(b),

"(B) in case of a wife's insurance benefit, the number equal to the
number of months, occurring after the first month for which such benefit
was reduced under such paragraph, in which such individual had in her
care (individually or jointly with the individual on whose wages and self-
employment Income such benefit Is based) a child of such individual entitled
to child's insurance benefits, and

"(C) the number equal to the number of months for which such wife's
or husband's (as the case may be) insurance benefit was reduced under
such paragraph, but in or after which such indivlduhl's entitlement to
wife's or husband's Insurance benefits was terminated because such indi-
vidual's spouse ceased to be under a disability, not including In such num-
ber of months any month after such termination in which such individual
was entitled to wife's or husband's insurance benefits,

and except that, in the case of any such benefit reduced under paragraph (3),
there also shall be subtracted from the number specified in clause (B) of para-
graph (1), for the purpose of computing the amount referred to in clause (A) of
paragraph (3)-

"(D) the number equal to the number of months for which the old-age
insurance benefit was reducel under such paragraph (1) but for which
such benefit was subject to deductions under paragraph (1) or (2) of
section 203 (b).
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Such subtraction shall be made only if the total of such months specified In
clauses (A), (B), (C), and (D) of the preceding sentence is not less than
three.

"(7) In the case of an individual who is entitled to an old-age insurance
benefit to which paragraph (5) is applicable and who, for the month iII which
such individual attains the age of sixty-five (but not for any prior month) or
for any later month, is entitled to a wife's or husband's insurance benefit, the
amount of such wife's or husband's insurance benefit for any month shall be
reduced by an amount equal to the amount by which the old-age insurance benefit
is reduced under paragraph (5) for such month.

"(8) In the case of an individual who is or was entitled to a wife's or
husband's insurance benefit to which paragraph (2) was applicable and who,
for the month in which such individual attains the age of sixty-five (but not
for any prior month) or for any later month, is entitled to an old-age insur-
ance benefit, the amount of such old-age insurance benefit for any month shall be
reduced by an amount equal to the amount by which the wife's or husband's (as
the case may be) insurance benefit is reduced under paragraph (6) for such
month (or, if such individual is not entitled to a wife's or husband's insurance
benefit for such month, by (i) an amount equal to the amount by which such
benefit for the last month for which such individual was entitled thereto was
reduced, or (ii) if smaller, an amount equal to the amount by which such
benefit would have been reduced under paragraph (6) for the month in which
such individual attained the age of sixty-five if entitlement to such benefit had
not terminated before such month).

"(9) The preceding paragraphs shall be applied to old-age insurance benefits,
wife's insurance benefits, and husband's insurance benefits after reduction under
section 203(a) and application of section 215(g). If the amount of any reduc-
tion computed under paragraph (1), under paragraph (2), under clause (A)
or clause (B) of paragraph (3), or under clause (A) or clause (B) of para-
graph (4) is not a multiple of $0.10, it shall be reduced to the next lower multiple
of $0.10.

"Presumed Filing of Application by Individual Eligible for Old-Age and Wife's
or Husband's Insurance Benefits

"(r) Any individual who becomes entitled to an old-age insurance benefit
for any month prior to the month in which such individual attains the age of
sixty-five and who is eligible for a wife's or husband's insurance benefit for the
same month shall be deemed to have filed an application in such month for
wife's or husband's (as the case may be) insurance benefits. Any individual
who becomes entitled to a wife's or husband's insurance benefit for any month
prior to the month in which such individual attains the age of sixty-five and
who is eligible for an old-age insurance benefit for the same month shall be
deemed, unless (in the case of an individual entitled to wife's insurance benefits)
such individual has in such month in her care (individually or Jontly with the
individual on whose wages and self-employment income her wife's insurance
benefits are based) a chld entitled to child's insurance benefits on the basis of
such wages and self-employment income, to have filed an application in such
month for old-age insurance benefits. For purposes of this subsection an
individual shall be deemed eligible for a benefit for a month if, upon filing applica-
tion therefor in such month, such individual would have been entitled to such
benefit for such month.

"Disability Insurance Beneficiary

"(s) (1) If any individual becomes entitled to a widow's insurance benefit,
widower's insurance benefit, or parent's insurance benefit for a month before
the month in which such individual attains the age of sixty-five, or becomes
entitled to an old-age insurance benefit, wife's insurance benefit, or husband's
insurance benefit for a month before the month in which such individual attains
the age of sixty-five which is reduced under the provisions of subsection (q),
such individual may not thereafter become entitled to disability insurance bene-
fits under this title.

"(2) If an individual would, but for the provisions of subsection (k) (2) (B),
be entitled for any month to a disability insurance benefit and to a wife's or
husband's insurance benefit, subsection (q) shall be applicable to such wife's
or husband's insurance benefit (as the case may be) for such month only to the
extent it exceeds such disability insurance benefit for such month.
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'(3) The entitlement of tiny individual to disability insurance benflts shall
terminate with the month before the month in which such individual becomes
entitled to old-age Insurance benefits."

(e) So much of such section 202(b) (1) as follows clause (C) is amended by
striking out "she becomes entitled to an old-age or disability inst,"'nce benefit
based on a primary Insurance amount which Is equal to or exceeds one-half of
an ol-age or disability insurance benefit of her husband,".

(d) (1) Clause (D) of subsection (c) (1) of such section 202 is amended by
striking out "or he becomes entitled to an old-age or disability Insurance benefit
equal to or exceeding one-half of the primary insurance amount of his wife,".

(2) Subsection (c) (3) of such section 202 is amended by striking out "Such"
and Inserting in lieu thereof "Bxcept as provided in subsection (q), such".

(e) Subsection 202(j) (3) of such Act is amended to read as follows:
"(3) Notwithstanding the provisions of paragraph (1), an individual may, at

his option, waive entitlement to old-age insurance benefits, wife's insurance bene-
fits, or husband's insurance benefits for any one or more consecutive months
which occur-

"(A) after the month before the month In which such individual attains
retirement age,

"(B) prior to the month in which such individual attains the age of
sixty-five, and

"(C) prior to the month in which such individual files application for
such benefits;

and, in such case, such Individual shall not be considered as entitled to such
benefits for any such month or months before he filed such application. An in-
dividual shall be deemed to have waived such entitlement for any such month
for which such benefit would, under the second sentence of paragraph (1), be
reduced to zero."

(f) Section 3121(a) (9) of the Internal Revenue Code of 1954 is amended to
read as follows:

"(9) any payment (other than vacation or sick pay) made to an employee
after the month in which he attains the age of 62, if such employee did not
work for the employer in the period for which such payment is made; or".

(g) (1) The amendment made by subsection (a) shall apply only in the case
of lump-sum death payments under section 202(1) of the Social Security Act
with respect to deaths occurring after October 1960, and in the case of monthly
benefits under title II of such Act for months after October 1960 on the basis
of applications filed after the date of enactment of this Act.

(2) For purposes of section 215(b) (3) (B) of the Social Security Act (but
subject to paragraph (1) of this subsection)-

(A) a man who attains the age of sixty-two prior to November 1960 and
who was not eligible for old-age Insurance benefits under section 202 of such
Act (as in effect prior to the enactment of this Act) for any month prior to
November 1960 shall be deemed to have attained the age of sixty-two In
1960 or, if earlier, the year in which he died;

(B) an individual shall not, by reason of the amendment made by sub-
section (a), be deemed to be a fully insured individual before November
1960 or the month in which he died, whichever month Is the earlier; and

(C) the amendment made by subsection (a) shall not be applicable in
the ease of any individual who was eligible for old-age insurance benefits
under such section 202 for any month prior to November 1960.

An Individual shall, for purposes of this paragraph, be deemed eligible for old-
age Insurance benefits under section 202 of the Social Security Act for any
month if he was or would have been, upon filing application therefor in such
month, entitled to such benefits for such month.

(3) For purposes of section 209(i) of such Act, the amendment made by
subsection (a) shall apply only with respect to remuneration paid after
October 1960.

(h) (1) The amendments made by subsections (b) through (e) shall take
effect November 1, 1960, and shall be applicable with respect to monthly benefits
under title II of the Social Security Act for months after October 1960.

(2) The amendment made by subsection (f) shall be effective with respect
to remuneration paid after October 1960.
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7. AMENDMENT 6--24-60-O-INTRODUCED BY SENATOR BYRD OF WEST
VIRGINIA

STAFF ANALYSIS

Provides option of earlier retirement for men at age 62 (now 65) and for
women at age 60 (now 62) with an actuarial reduction for all people except
widows who could qualify for full benefits at age 60 (now 62). The actuarial
reduction for workers (five-nintbs of 1 percent for each month prior to age 65)
would be 80 percent of the full benefit payable at age 65 for men retiring at
age 62, and 66% percent of the full benefit for women retiring at age 60.

The actuarial reduction for a wife (twenty-five thirty-sixths of 1 percent for
each month prior to age 65) would at age 60, be 581/ percent of the benefit
payable to her at age 65. (Wives can now apply at age 62 with 75 percent
their full benefit.)

C0o8t.-0.25 percent of payroll on a level premium basis.
Financing.-No tax increase provided to cover added cost to the program.

ViEws OF DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE ON AMENDMENT

6-26-60-N AND AMENDMENT 6-26-60-0

See joint report on page 469.

TEXT OF AMENDMENT 6-24-60-0

Intended to be proposed by Mr. BYRD of West Virginia to the bill (H.R. 12580),
viz: On page 80, between lines 3 and 4, insert the following new section:

SEC. 211. (a) Section 216(a) of the Social Security Act is amended to read as
follows:

"Retirement Age

"(a) The term 'retirement age' means-
"(1) in the case of a nmn, age sixty-two or
"(2) In the case of a woman, age sixty."

(b) Subsections (q), (r), and (s) of section 202 of such Act are amended to
read as follows:

"Adjustment of Old-Age, Wife's, and Husband's Insurance Benefit Amounts in
Accordance With Age of Beneficiary

"(q) (1) The old-age insurance benefit of any individual for any month prior
to the month in which such individual attains the age of sixty-five shall be
reduced by-

"(A) five-ninths of 1 per centum, multiplied by
"(B) the number equal to the number of months in the period beginning

with the first day of the first month for which such individual is entitled to
an old-age insurance benefit and ending with the last day of the month
before the month in which such individual would attain the age of sixty-five.

"(2) The wife's or husband's insurance benefit of any Individual for any
month after the month preceding the month in which such individual attains
retirement age and prior to the month in which such individual attains the age
of sixty-five shall be reduced by-

"(A) twenty-five thirty-sixths of 1 per centum, multiplied by
"(B) the number equal to the number of months in the period beginning

with the first day of the first month for which such individual is entitled
to such wife's or husband's (as the case may be) insurance benefit and
ending with the last day of the month before the month in which such
individual would attain the age of sixty-five, except that in no event shall
such period start earlier than the first day of the month in which such indi-
vidual attains retirement age.

In the case of an Individual entitled to wife's insurance benefits, the preceding
provisions of this paragraph shall not apply to the benefit for any month in
which such individual has in her care (individually or jointly with the individual
on whose wages and self-employment income her wife's insurance benefit Is
based) a child entitled to child's insurance benefits on the basis of such wages
and self-employment income. With respect to any month in the period specified
in clause (B) of the first sentence of this paragraph, if (in the case of an in-
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dividual entitled to wife's insurance benefits) such individual does not have In
such month such a chill hi her care (individually or Jointly with the Individual
on whose wages and self-employment income her wife's insurance benefit is
based). she shall be (eened to have such a child in her care in such month for
tile purses of the preceding sentence unless there is In effect for such month
a certilicate filed by her with the Secretary, In accordance with regulations
prescribed by hi, In which siho elects to receive wife's inmirance benefits re-
duced as lroviled In this subsection. Any certificate tiled pursuant to the pre-
ceding sentence shall be effective for purposes of such sentence-

"(1) for the month in which it is filed, and for any month thereafter, if
in such month she (oes not have such a child in her care (individually or
jointly with the Individual on whose wages and self-employment Income
her wife's insurance benefit is based), and

"(11) for the period of one or more consecutive months (not exceeding
twelve) immediately p)receding the month in which such certificate Is filed
wilhl is designated by hem' (not Inclu(llng as part of such period any month
in whih she had such a child in her care (individually or jointly with the
Indlvia(l' Oil whose wages and self-employment income her wife's insurance
benefit Is based) ).

if such a certiflmte is flied, the period referred to in clause (B) of the first
sentence of tils paragraph shall comnience with the first day of the first month
(i) for which such indivi(hal is entitled to a wife's insurance benefit, (1i) which
occurs ufter fll i month preceding the month in which sihe attains retirement age,
and (tii) for whIh such certificate is effective.

"(:3) In the case of any individual who Is entitled to an old-age insurance
benefit to which paragraph (1) is applical)le and who, for the first month for
which snci Individual is so entitled (but not for any prior month) or for any
later month occurring before the month in which such Individual attains the
age of sixty-flve, is entitled to a wife's or husband's insurance benefit to which
paragraph (2) is applicable, the amount of such wife's or husband's insurance
benefit for any month prior to the month In which such individual attains the
age of sixty-five shall. in lieu of the reduction provided In paragraph (2), be
reduced by tie sum of-

"(A) an mount equal to the amount by which such old-age insurance
benefit for such month Is reduced under paragraph (1), plus

"(B) an amount equal to-
"(i) the number equal to the number of months specified in clause (B)

of paragraph (2), multiplied by
"(iH) twenty-five thirty-sixths of 1 per oentumn, and further multiplied

by
"(ii) the excess of such wife's or husband's insurance benefit (as the

case may be) prior to reduction under this subsection over the old-age
;usurance benefit prior to reduction under this subsection.

"(I) in the case of any individual who is or was entitled to a wife's or hus-
band's insurance benefit to which l)aragraph (2) Is applicable and who, for any
month after the first month for which such individual is or was so entitled (but
not for such first month or any earlier month) occurring before the month in
which such Individual attains the age of sixty-five, Is entitled to an old-age insur-
an(e benefit, the amount of such old-age insurance benefit for any month prior
to the month In which such individual attains the age of sixty-five shall, in lieu
of the reduction provided in paragraph (1). be reduced by the sum of-

"(A) an amount equal to the amount by which such wife's or husband's
(as the case may be) insurance benefit is reduced under paragraph (2)
for such month (or, if such individual is not entitled to a wife's or hus-
band's Insurance benefit for such month, by an amount equal to the amount
by wihi(ch such benefit was reduced for the last month for which such
individual was entitled to such a benefit), plus

"(I) if the (ol-age insurance benefit for such month prior to reduction
under this subsection exceeds such wife's or husband's (as the case may be)
insurance benefit prior to reduction under this subsection, an amount
equal to-

"(I) the number equal to the number of months specified in clause
(B) of paragraph (1), multiplied by

"(11) five-ninths of 1 per centum, and further multiplied by
"(ill) the excess of such old-age Insurance benefit over such wife's

or husband's (as the case may be) insurance benefit.
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"(5) In the case of any individual who is entitled to an old-age Insurance
benefit for the month in which such individual attains the age of sixty-five
or any month thereafter, such benefit for such month shall, if such individual
was also entitled to such benefit for any one or more months prior to the month
in which such individual attained the age of sixty-five and such benefit for any
such prior month was reduced under paragraph (1) or (4), be reduced as
provided in such paragraph, except that there shall be subtracted, from the
number specified in clause (B) of such paragraph-

"(A) the number equal to the number of months for which such benefit
was reduced under such paragraph, but for which such benefit was subject
to deductions under paragraph (1) or (2) of section 203(b),

and except that, in the case of any such benefit reduced under paragraph (4),
there also shall be subtracted from the number specified in clause (B) of para-
graph (2), for the purpose of computing the amount referred to in clause
(A) of paragraph (4)-

"(R) the number equal to the number of months for which the wife's
or husband's (as the case may be) insurance benefit was reduced under
such paragraph (2), but for which such benefit was subject to deductions
tnder paragraph (1) or (2) of section 203(b), under section 203(c), or
under section 222(b),

"(C) in case of a wife's insurance benefit, the number equal to the num-
ber of months occurring after the first month for which such benefit was
reduced under paragraph (2) in which such individual had in her care
(individually or Jointly with the individual on whose wages and self-
employment income such benefit is based) a child of such individual en-
titled to child's insurance benefits, and

"(1)) the number equal to the number of months for which such wife's
or husband's (as the case may be) insurance benefit was reduced under
such paragraph (2); but in or after which such individual's entitlement
to wife's or husband's insurance benefits was terminated because such
individual's spouse ceased to be under a disability, not including in such
number of months any month after such termination in which such Individ-
ual was entitled to wife's or husband's insurance benefits.

Such subtraction shall be made only if the total of such months specified in
clauses (A). (B), (C), and (D) of the preceding sentence is not less than
three. For purposes of clauses (B) and (C) of this paragraph, the wife's or
husband's insurance benefit of an individual shall not be considered terminated
for any reason prior to the month in which such individual attains the age
of sixty-five.

"(6) In the case of any individual who is entitled to a wife's or husband's
insurance benefit for the month in which such Individual attains the age of
sixty-five or any month thereafter, such benefits for such month shall, if such
individual was also entitled to such benefit for any one or more months prior
to the month in which such individual attained the age of sixty-five and such
benefit for any such prior month was reduced under paragraph (2) or (3), be
reduced as provided in such paragraph, except that there shall be subtracted
from the number specified in clause (B) of such paragraph-

"(A) the number equal to the number of months for which such bene-
fit was reduced under such paragraph, but for which such benefit was sub-
ject to deductions ander section 203(b) (1) or (2), under section 203 (c),
or under section 222 (b),

"(B) in the case of a wife's insurance benefit, the number equal to the
number of months, occurring after the first month for which such bene-
fit was reduced under such paragliph, in which such individual had in her
care (individually or jointly with the individual on whose wages and self-
employment income such benefit is based) a child of such individual entitled
to child's insurance benefits, and

"(C) the number equal to the number of months for which such wife's
or husband's (as the case may be) insurance benefit was reduced under
such paragraph, but in or after which such individual's entitlement to wife's
or husband's insurance benefits was terminated because such individual's
spouse ceased to be under a disability, not including in such number of
months any month after such termination in which such individual was
entitled to wife's or husband's insurance benefits,
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and except that, In the case of any such benefit reduced under paragraph (3),
there also shall be subtracted from the number specified In clause (B) of para-
graph (1), for the purpose of computing the amount referred to in clause (A)
of paragraph (3)-

"(D) the number equal to the number of months for which the old-
age insurance benefit was reduced under such paragraph (1) but for which
such benefit was subject to deductions under paragraph (1) or (2) of sec-
tion 203 (b).

Such subtraction shall be made only if the total of such months specified in
clauses (A), (B), (C), and (D) of the preceding sentence Is not less than
three.

"(7) In the case of an individual who Is entitled to an old-age Insurance bene-
fit to which paragraph (5) is applicable and who, for the month in which such
individual attains the age of sixty-five (but not for any prior month) or for any
later month, Is entitled to a wife's or husband's insurance benefit the amount of
such wife's or husband's insurance benefit for any month shall be reduced by any
amount equal to the amount by which the old-age Insurance benefit is reduced
under paragraph (5) for such month.

"(8) In the case of an individual who is or was entitled to a wife's or hus-
band's insurance benefit to which paragraph (2) was applicable and who, for
the month in which such Individual attains the age of sixty-five (but not for any
prior month) or for any later month, Is entitled to an old-age insurance benefit,
the amount of such old-age Insurance benefit for any month shall be reduced by
an amount equal to the amount by which the wife's or husband's (as the case
may be) insurance benefit Is reduced under paragraph (6) for such month (or,
if such individual is not entitled to a wife's or husband's insurance benefit for
such month, by (i) an amount equal to the amount by which such benefit for
the last month for which such individual was entitled thereto was reduced, or
(ii) If smaller, an amount equal to the amount by which such benefit would have
been reduced under paragraph (6) for the month in which such individual at-
tained the age of sixty-five if entitlement to such benefit had not terminated
before such month).

"(9) The preceding paragraphs shall be applied to ol-age insurance benefits,
wife's insurance benefits, and husband's insurance benefits after reduction under
section 203(a) and application of section 215(g). If the amount of any reduc-
tion computed under paragraph (1), under paragraph (2), under clause (A) or
clause (B) of paragraph (3), or under clause (A) or clause (B) of paragraph
(4) is not a multiple of $0.10, it shall be reduced to the next lower multiple of
$0.10.

"Presumed Filing of Application by Individual Eligible for Old-Age and Wife's
or Husband's Insurance Benefits

"(r) Any individual who becomes entitled to an old-age insurance benefit for
any month prior to the month in which such Individual attains the age of sixty-
five and who is eligible for a wife's or husband's insurance benefit for the same
month shall be deemed to have filed an application in such month for wife's or
husband's (as the case may be) insurance benefits. Any Individual who becomes
entitled to a wife's or husband's insurance benefit for any month prior to the
month In which such individual attains the age of sixty-five and who Is eligible
for an old-age Insurance benefit for the same month shall be deemed, unless
(in the case of an individual entitled to wife's insurance benefits) such individual
has in such month In her care (individually or jointly with the individual on
whose wages and self-employment income her wife's insurance benefits are based)
a child entitled to child's insurance benefits on the basis of such wages and
self-employment Income, to have filed an application in such month for old-age
insurance benefits. For purposes of this subsection an Individual shall be
deemed eligible for a benefit for a month if, upon filing application therefor in
such month, such individual would have been entitled to such benefit for such
month.

"Disability Insurance Beneficiary

"(s) (1) If any individual becomes entitled to a widow's insurance benefit,
widower's insurance benefit, or parent's Insurance benefit for a month before the
month In which such individual attains the age of sixty-five, of becomes entitled
to an old-age Insurance benefit wife's insurance benefit, or husband's insurance
benefit for a month before the month In which such Individual attains the age of
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sixty-five whirh is reduced under the provisions of subsection (q), such individual
may not thereafter become entitled to disability insurance benefits under this
title.

"(2) If an indivdual would, but for the provisions of subsection (k) (2) (B),
be entitled for any month to a disability insurance benefit and to a wife's or
husband's insurance benefit, subsection (q) shall be applicable to such wife's or
husband's insurance benefit (as the case may be) for such month only to the
extent it exceeds such disability insurance benefit for such month.

"(3) The entitlement of any individual to disability insurance benefits shall
terminate with the month before the month in which such indiv " lual becomes
entitled to old-age insurance benefits."

(c) So much of such section 202(b) (1) as follows clause (C) Is amended by
striking out "she becomes entitled to an old-age or disability insurance benefit
based on a primary insurance amount which is equal to or exceeds one-half of an
old-age or disability insurance benefit of her husband,".

(d) (1) Clause (D) of subsection (c) (1) of such Section 202 is amended by
striking out "or he becomes entitled to an old-age or disability insurance benefit
equal to or exceeding one-half of the primary insurance amount of his wife,".

(2) Subsection (c) (3) of such section 202 is amended by striking out "Such"
and inserting in lieu thereof "Except as provided in subsection (q), such".

(e) Subsection 202(j) (3) of such Act is amended to read as follows:
"(3) Notwithstanding the provisions of paragraph (1), an individual may, at

his option, waive entitlement to old-age insurance benefits, wife's Insurance
benefits, or husband's insurance benefits for any one or more consecutive months
which occur-

"(A) after the month before the month in which such Individual attains
retirement age,

"(B) prior to the month in which such individual attains the age of
sixty-five, and

"(C) prior to the month In which such individual files application for such
benefits;

and, In such case, such individual shall not be considered as entitled to such
benefits for any such month or months before he filed such application. An
individual shall be deemed to have waived such entitlement for any such month
for which such benefit would, under the second sentence of paragraph (1), be
reduced to zero."

(f) Section 3121(a) (9) of the Internal Revenue Code of 1954, is amended by
striking out "65" and inserting in lieu thereof "62", and by striking out "62" and
inserting in lieu thereof "60".

(g) (1) The amendment made by subsection (a) shall apply only in the case
of lump-sum death payments under section 202(i) of the Social Security Act
with respect to deaths occurring after October 1960, and in the case of monthly
benefits under title II of such Act for months after October 1960 on the basis
of applications filed after the date of enactment of this Act.

(2) For purposes of section 215(b) (3) (B) of the Social Security Act (but
subject to paragraph (1) of this subsection)-

(A) (I) a woman who attains the age of sixty prior to November 1960
and who was not eligible for old-age insurance benefits under section 202
of such Act (as in effect prior to the enactnie',. of this Act) for any month
prior to November 1960 shall be deemed to have attained the age of sixty
in 1960 or, if earlier, the year in which she died; and

(ii) a man who attains the age of sixty-two prior to November 1960
and who was not eligible for old-age insurance benefits under section 202
of such Act (as in effect prior to the enactment of this Act) for any month
prior to November 1960 shall be deemed to have attained the age of sixty-two
in 1960, or, if earlier, the year In which he died;

(B) an individual shall not, by reason of the amendment made by sub-
section (a), be deemed to be a fully insured Individual before November
1960 or the month In which he died, whichever month is the earlier; and

(C) the amendment made by subsection (a) shall not be applicable In
the case of any Individual who was eligible for old-age Insurance benefits
under such section 202 for any month prior to November 1960.

An individual shall, for purposes of this paragraph, be deemed eligible for old-age
insurance benefits under section 202 of the Social Security Act for any month
if he was or would have been, upon filing application therefor in such month,
entitled to such benefits for such month.
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(3) For purposes of section 209(1) of such Act, the amendment made by
subsection (a) shall apply only with respect to remuneration paid after October
1960.

() (1) The amendments made by subsections (b) through (e) shall take
effect November 1, 1960, and shall be applicable with respect to monthly benefits
under title II of the Social Security Act for months after October 1960.

(2) The amendment made by subsection (f) shall be effective with respect
to remuneration paid after October 1960.

8. AMENDMENT 6-27-60-A-INTRODUCED BY SENATOR KEATING
(IDENTICAL TO THE FOLLOWING AMENDMENTS: NO. 13, 6-27-60--I,
INTRODUCED BY SENATOR SCHOEPPEL; No. 16, 6-28-60-C, INTRO-
DUCED BY SENATOR IIUMPIREY; AND NO. 24, 6-29-60-X, INTRO-
DUCED BY SENATOR IIARTKE)

STAFF ANALYSIS

Increases the social security earnings limitation from $1,200 to $1,800 peI
year.

Cost.-$616 million per year, or 0.19 percent of payroll, on a level premium
basis.

Financig.-No tax Increase provided to cover added cost to program.

ViEws OF DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE ON FOLLOWING
AMENDMENTS: No. 8, 6-27-60-A: No. 9, 6-27-60-B; No. 10, 6-27-60-E: No. 13,
6-27-60-I; No. 16, 6-28-60-C; No. 21, 6-29-60-AA; No. 22, 6-29-40-BB; No.
24, 6-29-60-X; No. 25, 629-60-Y; No. 26, 6-29-60-Z

The Department of Health, Education, and Welfare believes that the retire-
ment test in the old-age and survivors insurance program is necessary in order
to assure that the funds of the program will be employed for socially useful
purposes. As indicated in our report of February 11, 1960, on S. 343, S. 453,
and S. 1168, elimination of the test would substantially increase the cost of the
program and the additional cost would be incurred chiefly as a result of paying
full benefits to people who are fully employed at relatively high earnings. If
the retirement test were abolished, the cost of the old-age and survivors insur-
ance program would be increased (on an intermediate-cost basis) by about 1
percent of payroll. The Department is therefore strongly In favor of retaining
the retirement test in the old-age and survivors insurance )rogram. Moreover,
as stated in our report of July 29, 1959, on S. 108, S. 248, S. 432. S. 565, S. 038,
S. 679, and S. 1288. we believe that the present exemption of $1,200 is preferable
to the higher exemption proposed by the various amendments to H.R. 12580
here reported on.

An increase in the amount of earnings exempt under the earnings test would
not help the great majority of old-age and survivors Insurance beneficiaries,
who are either unable to work or cannot find Jobs. Moreover, It would not
contribute at all to a solution to the basic problems involved in the retirement
test. Yet, if the exempt amount were raised, the cost of the old-age and
survivors insurance program would be significantly increased. For example,
the estimated level-premium cost of increasing the exempt amount to $1,800,
without other change in the present law, would be 0.19 percent of payroll on an
Intermediate-cost basis. The increase in cost would of course be even higher
if the exempt amount were raised to a higher amount than $1,800, as proposed
In some of the amendments here commented on.

The Department of Health, Education, and Welfare recommends against en-
actment of the proposed amendments.

TEXT OF AMENDMENT 6-27-60-A

Intended to be proposed by Mr. KEATINO to the bill (HI.R. 12580), viz: On page
80, between lines 3 and 4, insert the following new section:

SEC. 211. (a) (1) Paragraphs (1) and (2) of subsection (e) of section 203
of the Social Security Act are amended by striking out "$1,200" wherever it
appears therein and Inserting in lieu thereof "$1,800", and (2) such paragraphs
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and paragraph (1) of subsection (g) of such section are amended by striking out
"$100 times" wherever it appears therein and inserting in lieu thereof "$150
times".

(b) The amendments made by subsection (a) shall be effective, in the case of
any individual, with respect to taxable years of such individual ending after
190.

9. AMENiDMENT 6-27-60-B-INTRODUCED BY SENATOR KEATING
(IDENTICAL TO NO. 22, 6-29-60-BB. INTRODUCED BY SENATOR
HARTKE)

STAFF ANALYSIS

Eliminates the social security earnings limitation (now $1,200 per year).
Cost.-$3.241 billion per year or 1.0 percent of payroll or a level premium basis.
Pinanchig.--No tax increase provided for additional cost of the program.

VIEWS OF DEPARTMENT OF IIEALTIy, EDUCATION, AND WELFARE ON AMEND-

MENT 6-27-40-B
See joint report on page 480.

TEXT OF AMENDMENT 6-27-0-B

Intended to be proposed by Mr. KEATINO to the bill (H.R. 12580), viz:
On page 27, line 17, strike out "(A)".
On page 27, line 22, strike out "(B)" and insert in lieu thereof "(2)".
On page 28, line 1, strike out "(2)", and Insert in lieu thereof "(b)".
On page 28, beginning with line 7, strike out all through line 14.
On page 42, line 13, strike out "subsection (a)" and insert in lieu thereof

"subsections (a) and (b) ".
On page 80, between lines 3 and 4, Insert the following new section:

ELIMINATIONN OF DEDUCTIONS FROM BENEFITS ON ACCOUNT OF WORK

"SEC. 211. (a) Subsections (c), (e), (g), (J), and (k) of section 203 of the
Social Security Act are repealed.

"(b) Subsection (b) of such section 203 Is amended by (1) striking out 'Work
or' in the heading, and (2) striking out paragraphs (1) and (2) thereof.

"(c) (1) The first sentence of subsection (d) of such section 203 is amended
by striking out 'subsections (b) and (e)' and Inserting In lieu thereof 'subsection
(b)'.

"(2) The second sentence of such subsection (d) is repealed.
"(d) Subsection (f) of such section 203 (as amended by section 209(a) of

this Act) is amended by striking out '(other than an event specified in subsection
(b) (1))'.

"(e) Paragraph (1) of subsection (h) of such section 203 Is amended by
striking out ', (f), or (g) ' and inserting in lieu thereof ', or (f)'.

"(f) Subsection (1) of such section 203 is amended by striking out 'or
(g)'.

"(g) Paragraph (1) of subsection (n) of section 202 of the Social Security
Act is amended by striking out 'section 203 (b) and (c)' and inserting in lieu
thereof 'section 203 (b) '.

"(h) Paragraph (7) of subsection (t) of section 202 of the Social Security
Act is amended by striking out 'subsections (b) and (c)' and inserting in lieu
thereof 'subsection (b)'.

"(I) The amendments made by this section shall apply only with respect to
monthly benefits payable under title II of the Social Security Act for months
beginning after the month in which this Act is enacted."
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10. AMENDMENT 6-27-60-E-INTRODUCED BY SENATOR JAVITS (IDEN-
TICAL WITH AMENDMENT 25, 6-29-0-Y, INTRODUCED BY SENATOR
HARTKE)

STAFF ANALYSIS

Increases the social security earnings limitation from $1,200 to $2,400 per
yeqr.

Cot.-1$1.33 billion per year, or 0.41 percent of payroll, on a level premium
basis.

Finaiwing.-No tax increase provided for additional cost of the program.

VrIEWS OF DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE ON

AMENDMENT 6-27-60--E

See joint report on page 480.

TEXT (F AMENDMENT 6-27-60-E

Intended to be proposed by Mr. JAVITS to the bill (H.R. 12580), vlz: On page
80, between lines 3 and 4, insert the following new section:

SEC. 211. (a) (1) Paragraphs (1) and (2) of subsection (e) of section 203 of
the Social Security Act are amended by striking out "$1,200" wherever it ap-
pears therein and Inserting In lieu thereof "$2,400", and (2) such paragraphs
and paragraph (1) of subsection (g) of such section are amended by striking
out "$100 times" wherever it appears therein and Inserting In lieu thereof "$200
timest.

(b) The amendments made by subsection (a) shall be effective, In the case of
any individual, with respect to taxable years of such Individual ending after
1960.

11. AMENDMENT 6-27-60-F-INTRODUCED BY SENATOR MORSE (IN
NATURE OF SUBSTITUTE FOR TITLE VI OF H.R. 12580) -IDENTICAL
TO SENATOR MORSE'S BILL S. 881, AND CONGRESSMAN FORAND'S
BILL H1.R. 4700

STAFF ANALYSIS

Eligibility.-Individuals who are eligible to receive, but not necessarily re-
ceiving social security old-age and survivors benefits (including dependents)
would be entitled to health benefits.

Bewftts.-
1. Hospital services-60 days per year.
2. Nursing home services-120 days per year (less days of hospitalization).
3. Surgical services-no limit.
Cost.-$2.56 billion per year, or 0.79 percent of payroll on a level premium

basis; $1.11 billion per year, or 0.53 percent of payroll on an early year basis.
Financing.-Benefits would be payable out of the old-age and survivors in-

surance trust fund and would be financed by an increase in the contribution
rate on both employer and employee of one-fourth of 1 percent and on the self-
employed of thre-eightls of 1 percent, beginning in 1961.

NoTE.-The revenues derived from the tax increases provided in amend-
ninnt would amount to only 0.50 percent of payroll on a level premium basis;
thus the amendment is underfinanced.

VIEws OF DEPARTMENT OF HEALTII, EDUCATION, AND WELFARE ON AMENDMENT
6-27-60-F INCLUDED IN FOLLOWING JOINT REPORT

The Department of Health, Education, and Welfare would recommend against
adoption of each of the following four amendments: Amendment No. 1, 6-24-
60-C (Mr. MeNaniara), Amendment No. 11, 6-27-60-F (Mr. Morse), Amend-
ient No. 20, 6-28-60-G (Mr. Humphrey), and Amendment No. 27, 6-30-60-E
(Mr. Anderson). Each of these bills proposes to amend title VI of H.R. 12580
to add health insurance benefits to the existing Federal old-age, survivors, and
disability insurance system. The reasons for this recommendation are as fol-
lows:
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1. The proposed extension of the existing old-age, survivors, and disability
insurance system to encompass health insurance would nake such insurance
compulsory and would not be pinpointed to the need for aid in meeting the
cost of medical services. Under this approach, the individual would have no
opportunity to determine for himself the particular pattern for meeting the
threat of large medical expenses that best suit his own needs and desires. In
addition, by compulsorily extending health benefits to aged persons eligible
for old-age, survivors, and disability insurance, many persons would be in-
cluded who have the resources and the opportunity to obtain protection against
long-term or other expensive illnesses without Government help.

2. These amendments would establish an exclusively Federal program. This
administration has consistently endeavored, however, to strengthen our sys-
tem of government by encouraging State and local governments to assume re-
sponsibility for the many public needs which can be met through Federal-State
partnership and by supporting programs to stimulate greater State and local
effort in areas of critical national concern. Health care for the aged is an
area of activity admirably suited to such a sharing of responsibility. In addi-
tion to bolstering the underlying cooperative foundation of our Federal system,
with governmental powers divided between State and Nation, Federal-State
partnership places the control over daily program operations at the level of
Government closest to the persons affected by the program. Thus, an indi-
vidual's needs may be more immediately and effectively reflected In the current
operations and the development of the program.

3. The approach proposed In the amendments would constitute a serious
threat to the orderly development of present retirement, survivorship, and dis-
ability benefit features of the social security system.

The payroll tax for old-age, survivors, and disability insurance is already
scheduled ultimately to be 41/2 percent each on employees and employers and
63/j. percent on the self-employed. Further liberalization in retirement, sur-
vivorship, and disability benefits may call for additional revenues, which can
only come from increases in the payroll tax or Increases in the earnings base,
or both. If health insurance as envisaged in these amendments were to be
added to the system, the payroll tax would need to be increased by a total of one-
half to 1 percent. As in the case of cash benefits, there would undoubtedly be
insistent demands for Improving the medical benefits beyond those which can
be financed by the tax Increase for medical benefit purposes. Increases In both
health and cash benefits would place the retirement, survivorship, and disability
portions of the system In competition with the health benefits for available funds,
since the revenue possibilities from a payroll tax are not limitless.

It is therefore far better to reserve the payroll tax for the retirement, sur-
vivorship, and disability features of the social security system so that the reve-
nue source is not overburdened. Whatever the Government needs to do In the
area of health care for the aged should be done by the appropriation of general
revenues. Such appropriation would provide for a more equitable distribution
of the fiscal load than would a payroll tax on earnings of $4,800 or less.

TEXT OF AMENDMENT 6,-27-40--F

Intended to be proposed by Mr. MoRsE to the bill (H.R. 12580), viz: Beginning
on page 154, line 1, strike out all through line 18 on page 172, and Insert
In lieu thereof the following:

TITLE VI-HOSPITAL AND SURGICAL INSURANCE

AMENDMENTS TO TITLE II OF THE SOCIAL SECURITY ACT

SEC. 601. (a) Title II of the Social Security Act Is amended by adding after
section 225 the following new section:

"HOSPITALIZATION AND SURGICAL INSURANCE

"Eligibility for Insurance

"SEC. 226. (a) (1) The cost of hospital or nursing home services furnished
to any individual during any month for which he is entitled to monthly benefits
under section 202 (whether or not such benefits are actually paid to him) or Is
deemed entitled to such benefits under the provisions of paragraph 2, or the cost
of such services furnished to him during the month of his death where lie ceases
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to be entitled by reason of his death, and the cost of surgical services which are
not of an elective nature, shall, subject to the provisions of this section, be paid
from the Federal Old-Age and Survivors Insurance Trust Fund to the hospital,
physician, and nursing home which furnished him the services. Services to be
paid for in accordance with the provisions of this section include only services
provided in the United States.

"(2) For purposes of this section, (A) any individual who would upon filing
al)lclation therefor, be entitled to monthly benefits for any month under section
202 shall, if he files application under this section within the time limits pre-
scribed in section 202(j) be deemed, for purposes of this section only, to be en-
titled to benefits for such month, (B) such Individual shall, whether or not he
flies application under this section, be deenled to be entitled to benefits under
section 202 for such month for purposes of determining whether the wife, uIs-
hand, or child of such individual comes within the provision of clause (A) hereof.
and (C) any individual shall, for purpose.,; of this section, be deemed entitled
to benefits under section 202 if such individual (ould have been deield under
clauses (A) or (B) of this paragraph to have been so entitled had lie not died
during such month.

"(3) For purposes of paragraph (2), an individual's application under this
section may, subject to regulations, be filed (whether such individual is legally
competent or Incompetent) by any relative or other person, including the hos-
pital, physician, or nursing home furnishing him hospital, surgical, and nursing
home services and, after such individual's death, his estate.

"(4) Payments may be made for hospital services furnished under this see-
tion to an individual during his first sixty days of hospitalization in a twelve-

imonth period that begins with the first day of the first month in which the in-
dividual received hospital services for which a payment is made under this sec-
tion. and during his first sixty days of hospitalization in each succeeding twelve-
imonth period: and for nursing home services furnished under this section to an

Individual if the individual Is transferred to the nursing home from the hospital.
and if the services are for an illness or condition associated with that for which
lie received hospital services: Provided, That the number of days of nursing
home services for which payments may be made shall, in any twelve-nmonth
period as described above, not exceed one hundred and twenty less the number
of days of hospital services (in the same twelve-month period) for which pay-
ments are made under this section.

"(5) The provisions of section 205 relating to the making and review of de-
terminations shall be applicable to determinations as to whether the costs of hos-
pital, nursing home, and surgical services furnished an individual may be paid
for out of the Federal Old-Age and Survivors Insurance Trust Fund under this
subsection, and the amount of such payment.

"Description of Hospital, Nursing Home, and Surgical Services

"(b) (1) For purposes of this section, the term 'hospital services' means the
following services, drugs, and appliances furnished by a hospital to any individ-
ual as a bed patient: bed and board and such nursing services, laboratory serv-
ices, ambulance services, use of operating room, staff services, and other services.
drugs, and appliances as are customarily furnished by such hospital to its bed
patients either through its own employees or through persona with whom it has
made arrangements for such services, drugs, or appliances; the term 'hospital
services' includes such medical care as Is generally furnished by hospitals as an
essential part of hospital care for bed patients; such term shall include care in
hospitals described in paragraph (1) of subsection (d) ; such term shall not in-
clude care in any tuberculosis or mental hospital.

"(2) The term 'nursing home services' means skilled nursing care, related
medical and personal services and accompanying bed and board furnished by a
facility which is equipped to provide such services, and (A) which is operated
in connection with a hospital, or (B) in which such skilled nursing care and
medical services are prescribed by, or are performed under the general direction
of, persons licensed to practice medicine or surgery in the State.

"(3) The term 'surgical services' means surgical procedures (other than elec-
tive surgery) provided in a hospital, or in case of an emergency or for minor
surgery, provided in the outpatient department of a hospital or in a doctor's
office. Surgical services may include oral surgery when provided in a hospital.
The term 'elective surgery' means surgery that is requested by the patient, but
which in the opinion of cognizant medical authority is not medically required.
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"Free Choice by Patient

"(c) (1) Any individual referred to in paragraphs (1) and (2) of subsection
(a) may obtain the hospital or nursing home services for which payment to the
hospital or nursing home is provided by this section from any hospital or nurs-
ing home which has entered into an agreement under this section, which admits
such individual and to which such individual has been referred by a physician or
(in the case of hospital or nursing home services furnished in conjunction with
oral surgery) dentist licensed by the State in which such individual resides or
the hospital or nursing home is located, upon a determination by the physician or
dentist that hospitalization or nursing home care for such individual is medically
necessary; except that such referral shall not be required in an emergency situa-
tion which makes such a requirement Impractical.

"(2) Any individual referred to in paragraphs (1) and (2) of subsection (a)
may, with respect to the surgical services for which payment is provided by this
section, freely select the surgeon of his choice, provided that the surgeon
is certified by the American Board of Surgery or is a member of the American
College of Surgeons except that such certification shall not be required in cases
of emergency where the life of the patient would be endangered by any delay, or
in such other cases where such certification is not practicable, and except that,
in the case of oral surgery, such individual may select a duly licensed dentist.

"(3) Regulations under this section shall provide for payments (in such
amounts and upon such conditions as may be prescribed in such regulations) to
(A) hospitals for hospitals services rendered In emergency situations to indi-
viduals referred to in paragraphs (1) and (2) of subsection (a) by hospitals
which have not entered into an agreement under this section, and (B) physicians
for surgical services rendered by physicians not certified by the American Board
of Surgery or not members of the American College of Surgery.

"Agreements With Hospitals, Nursing Homes and Providers of Surgical Services

"(d) (1) Any institution (other than a tuberculosis or mental hospital) shall
be eligible to enter into an agreement for payment from the Federal Old-Age and
Survivors Insurance Trust Fund of the cost of hospital or nursing home services
furnished to individuals referred to in paragraphs (1) and (2) of subsection (a)
if it is licensed as a hospital or nursing home pursuant to the law of the State
in which it is located.

"(2) Each agreement with a hospital under this section shall cover all hos-
pital services included under subsection (b) (which services shall be listed in
the agreement), shall provide that such services shall be furnished in semi-
private accommodations if available unless other accommodations are required
for medical reasons, or are occupied at the request of the patient, shall be made
upon such other terms and conditions as are consistent with the efficient and
economical administration of this section, and shall continue in force for such
period and be terminable upon such notice as may be agreed upon.

"(3) An agreement with a hospital or nursing home under this section shall
provide for payment, under the conditions and to the extent provided in this
section, of the cost of hospital and nursing home services which are furnished
individuals referred to In paragraphs (1) and (2) of subsection (a) : Provided,
That no such payment shall be made for services for which the hospital or nurs-
tng home has already been paid (excluding payments by such individuals for
which reimbursement to them by the hospital has been assured) ; but no such
agreement shall provide for payment with respect to hospital or nursing home
services furnished to an individual unless the hospital or nursing home obtains
written certification by the physician (if any) who referred him pursuant to
subsection (c) that his hospitalization or care in the nursing home was medically
necessary and, with respect to any period during which such services were fur-
nished, written certification by such Individual's attending physician during that
period that such services were medically necessary. The amount of the pay-
ments under any such agreement shall be determined on the basis of the reason-
able cost incurred by the hospital or nursing home for all bed patients, or, when
use of such a basis is impractical for the hospital or nursing home or inequitable
to the institution or the Federal Old-Age and Survivors Insurance Trust Fund,
on a reasonably equivalent basis which takes account of pertinent factors with
repsect to services furnished to individuals referred to in paragraphs (1) and
(2) of subsection (a). Any such agreement shall preclude the hospital or nurs-
ing home with which the agreement Is made from requiring payments from in-
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dividuals for services, payment of the cost of which is provided by this section,
after it has been notified that the cost of such services is payable from the
Federal Old-Age and Survivors Insurance Trust Fund, except that it iiiay require
payments from such individuals for the additional cost of accommodations oc-
cupied by them at their request which are more expensive than semiprivate
accommodations.

"(4) Except as provided by regulation, no agreement may provide for pay-
ments (A) to any Federal hospital, or to any other hospital for hospital services
which it is ol)llgated by contract with the United States (other than an agree-
ment under this section) to furnish at the expense of the United States, or (B)
to any hospital for hospital services which It is required by law or obligated by
contract with a State or subdivision thereof to furnish at public expense except
where the eligibility of the individual for such services is determined by applica-
tion of a means test.

"(5) No supervision or control over the details of administration or operation,
or over the selection, tenure, or compensation of personnel, shall be exercised
under the authority of this section over any hospital or nursing home which has
entered into an agreement under this section.

"(6) Agreements under this subsection shall be made with the hospital or
nursing home providing the services, but this paragraph shall not preclude rep-
resentation of such institution by any individual, association, or organization
authorized by the institution to act on Its behalf.

"(7) The Secretary shall enter Into agreements with qualified providers of
surgical services as defined in paragraph (2) of subsection (c). Such agree-
ments shall stipulate that the rates of payment agreed on shall constitute full
payment for these services. Such agreements may be made with any qualified
individual, or with any association or organization authorized by the surgeons,
dentists, or physicians to act in their behalf.

"(8) Nothing In such agreements or in this Act shall be construed to give
the Secretary supervision or control over the practice of medicine or the manner
In which medical services are provided.

"(9) Except to the extent the Secretary has made provision pursuant to
subsection (h) for the making of payments to hospitals and nursing homes by a
private nonprofit organization or for the making of payments to physicians,
dentists, and surgeons by their designated representatives, he shall from time
to time determine the amount to be paid to such provider of service under an
agreement with respect to services furnished, and shall certify such amount
to the Managing Trustee of the Federal Old-Age and Survivors Insurance
Trust Fund, except that such amount shall, prior to certification, be reduced or
increased, as the case may be, by any sum by which the Secretary finds that
the amount paid to the provider of services for any prior period was greater
or less than the amount which should have been paid to it for such period.
The Managing Trustee prior to audit or settlement by the General Accounting
Office, shall make payment from the Federal Old-Age and Survivors Insurance
Trust Fund, at the time or times fixed by the Secretary in accordance with
such certification.

"Nondisclosure of information

"(e) Information concerning an individual, obtained from him or from
any physician, dentist, nurse, hospital, nursing home, or other person pursuant
to or as a result of the administration of this section, shall be held confidential
(except for statistical purposes) and shall not be disclosed or be open to public
inspection in any manner revealing the identity of the individual or other person
from whom the information was obtained or to whom the information per-
tains, except as may be necessary for the proper administration of this section.
Any person who shall violate any provision of this subsection shall be deemed
guilty of a misdemeanor and, upon conviction thereof, shall be punished by a
fine not exceeding $1,000 or by imprisonment not exceeding one year, or both.

"Medical and Hospital Services Under Workmen's Compensation

"(f) The provisions of subsection (a) shall not be applicable to any services
which an individual required by reason of any Injury, disease, or disability on
account of which such services are being received or the cost thereof paid for,
or upon application therefor would be received or paid for under a workmen's
compensation law or plan of the United States or of any State, unless equitable
reimbursement to the Federal Old-Age and Survivors Insurance Fund for the
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payments hereunder with respect to such services have been made or assured
pursuant to agreements or working arrangements negotiated between the Sec-
retary and the appropriate public agency. Notwithstanding the above sentence,
if (1) the individual's entitlement to receive such services (or to have the cost
thereof paid for) under such a workmen's compensation law or plan is in doubt
when such services are required, (2) the cost of such services is otherwise pay-
able from the Federal Old-Age and Survivors Insurance Trust Fund pursuant
to this section, and (3) the individual makes an appropriate application under
such workmen's compensation law or plan and agrees, in the event that he is
subsequently determined to be entitled to receive such services (or to have the
cost thereof paid for) under such law, to reimburse the Federal Old-Age and
Survivors Insurance Trust Fund in the amount of any loss It might suffer
through its payment for such services, then the cost of such services may be
paid from such Trust Fund in accordance with this section. In any case in
which the cost of services is paid from the Federal Old-Age and Survivors
Insurance Trust Fund pursuant to the immediately preceding sentence, or is
paid from such Trust Fund with respect to any such injury, disease, or disability
for which no reimbursement to such Trust Fund has been made or assured
pursuant to the first sentence of this subsection, the United States shall, unless
not permitted under the law of the applicable State (other than the District
of Columnbia) be subrogated to all rights of such individual, or of the provider
of services to which payments under this section with respect to such services
are made, to be paid or reimbursed pursuant to such workmen's compensation
law or plan for such payments. All amounts recovered pursuant to this sub-
section shall be deposited in the Treasury of the United States to the credit of
the Federal Old-Age and Survivors Insurance Trust Fund.

"Regulations and Functions of Advisory Council

"(g) All regulations specifically authorized by this section shall be pre-
scribed by the Secretary. In administering this section, the Secretary shall
consult with a National Advisory Health Council consisting of the Commis-
sioner of Social Security, who shall serve as Chairman ex officio, and eight
members appointed by the Secretary. Four of the eight appointed members
shall be persons who are outstanding in fields pertaining to hospital and health
activities, and the other four members shall be appointed to represent the con-
sumers of hospital, nursing home, and surgical services, and shall be persons
familiar with the need for such services by eligible groups. Each appointed
member shall hold office for a term of four years, except that any member ap-
pointed to fill a vacancy occurring prior to the expiration of the term for which
his predecessor was appointed shall be appointed for the remainder of such
term, and the terms of office of the members first taking office shall expire, as
described by the Secretary at the time of appointment, two at the end of the
first year, two at the end of the second year, two at the end of the third year,
and two at the end of the fourth year after the date of appointment. An
appointed member shall not be eligible to serve continuously for more than
two terms br.t shall be eligible for reappointment if he has not served im-
mediately preceding his reappointment. The Council is authorized to appoint
such special advisory and technical committees as may be useful in carrying
out its functions. Appointed Council members and members of advisory or
technical committees, while serving on business of the Council, shall receive
compensation at rates fixed by the Secretary, but not exceeding $50 per day,
and shall also be entitled to receive an allowance for actual and necessary
travel and subsistence expenses while so serving away from their places of
residence. The Council shall meet as frequently as the Secretary deems neces-
sary, but not less than once each year. Upon request by three or more members
it shall be the duty of the Secretary to call a meeting of the Council.

"Utilization of Private Nonprofit Organizations

"(h) (1) The Secretary may utilize, to the extent provided herein, the services
of private nonprofit organizations exempt from Federal income taxation under
section 501 of the Internal Revenue Code of 1954 which (A) represent qualified
providers of hospital, nursing home, or surgical services, or (B) operate volun-
tary insurance plans under which agreements, similar to those provided for
under subsection (d), are made with hospitals, nursing homes, and physicians
for defraying the cost of services. Such organizations shall be utilized by the
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Secretary to the extent that lie can iimake satisfactory agreements with them and
to the extent he determines that such utilization will contribute to the effective
and economical administration of this section. Such agreements shall not dele-
gate (A) his functions relating to determinations as to whether the costs of
hospital, nursing home, and surgical services furnished an individual nuay be
paid for out of the Federal Old-Age and Survivors Insurance Trust Fund under
this section and the amount of such payment, and (B) his functions relating to
the making of regulations.

"(2) An agreement under paragraph (1) shall provide for payment from the
Federal Old-Age and Survivors Insurance Trust Fund to the organization of the
amounts paid out by such organization to hospitals, nursing homes, physicians.
and dentists, under this section and of the cost of administration determined by
the Secretary to be necessary and proper for carrying out such organization's
functions under its agreement pursuant to this subsection. Such payments to
any organization shall be made either in advance on the basis of estimates by
the Secretary or as reimbursement, as may be agreed u)on by the organization
and the Secretary, and adjustments may be made in subsequent l)ayments on
account of overpayments or underpayments previously made to the organiza-
tion under this subsection. Such payments shall be made by the Managing
Trustee of the Trust Fund on certification by the Secretary and at such time or
times as the Secretary may specify and shall be nmde prior to audit or settle-
ment by the General Accounting Office.

"(3) An agreement under paragraph (1) with any organization may require
any of its officers or employees certifying payments or disbursing funds pursuant
to the agreement, or otherwise participating in Its performance, to give surety
bond to the United States in such amount as the Secretary may deem necessary.
and may provide for the payment of the cost of such bond from the Federal
Old-Age and Survivors Insurance Trust Fund.

"Certifying and Disbursing Officers

"(1) (1) No individual designated by the Secretary pursuant to an agreement
under this section, as a certifying officer shall, In the absence of gross negli-
gence or intent to defraud the United States, be liable with respect to any pay-
ments certified by him under this section.

"(2) No disbursing officer shall, in the absence of gross negligence or Intent
to defraud the United States, be liable with respect to any payment by him
under this section if it was based upon a voucher signed by a certifying officer
designated as provided in paragraph (1).

"Adjustments in Cash Benefits

"(j) For purposes of section 204, any payment under this section to any hos-
pital, nursing home, physician, or dentist, with respect to hospital, nursing
home or surgical services furnished an Individual shall be regarded as a pay-
ment to such Individual."

(b) The amendments made by subsection (a) shall be effective on the first
day of the twelfth calendar month after the month in which this Act is enacted.

(c) Notwithstanding the provisions of section 226(a) (2) of the Social Secu-
rity Act, as amended by this title, and subsection (b) of this section, applications
filed ta der such section 226 which would otherwise be valid shall, subject to regu-
lations of the Secretary, be considered valid even though filed more than three
months prior to the effective date of this title, but not if filed prior to the first
day of the fourth calendar month after the month in which this title is enacted.

AMENDMENTS TO THE INTERNAL REVENUE ODE

SF.c. 602. (a) Section 1401 of the Internal Revenue Code of 1954 (relating to
rate of tax on self-employment income) is amended to read as follows:
"SEC. 1401. RATE OF TAX.

"In addition to other taxes, there shall be imposed for each taxable year, on the
self-employment income of every individual, a tax as follows:

"(1) in the case of any taxable year beginning after December 31, 1960,
and before January 1, 1963, the tax shall be equal to 47 percent of the
amount of the self-employment income for such taxable year;

"(2) in the case of any taxable year beginning after December 31, 1962,
and before January 1, 1966, the tax shall be equal to 5% percent of the
amount of the self-employment income for such taxable year;
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"(3) In the case of any taxable year beginning after December 31, 1905,
and before January 1, 1969, the tax shall be equal to 6% percent of the
amount of the self-employment income tax for such taxable year; and

(4) In the case of any taxable year beginning after December 31, 1968,
the tax shall he equal to 7A percent of the amount of the self-employment
income for such taxable year."

(b) Section 3101 of such Code (relating to rate of tax on employees under tho
Federal Insurance Contributions Act) is amended to read as follows:
"SEC. 3101. RATE OF TAX.

"In addition to other taxes, there is hereby imposed on the Income of every
individual a tax equal to the following percentages of the wages (as defined in
section 3121(a)) received by him with respect to employment (as defined In
section 3121(b) )-

"(1) with respect to wages received during the calendar years 1961 and
1962, the rate shall be 3 percent;

" (2) with respect to wages received during the calendar years 1963 to
1965, both inclusive, the rate shall be 3% percent;

"(3) with respect to wages received during the calendar years 1966 to
1908, both inclusive, the rate shall be 41/4 percent; and

"(4) with respect to wages received after December 31, 1968, the rate
shall be 4% percentt"

(c) Section 3111 of such Code (relating to rate of tax on employers under
the Federal Insurance Contributions Act) is amended to read as follows:
"SEC. 3111. RATE OF TAX.
"In addition to other taxes, there is hereby imposed on every employer an

excise tax, with respect to having individuals in his employ, equal to the fol-
lowing percentages of the wages (as defined in section 3121(a)) paid by him
with respect to employment (as defined In section 3121(b) )-

" (1) with respect to wages paid during the calendar years 1901 and
1962, the rate shall be 31/ percent;

"(2) with respect to wages paid during the calendar years 1963 to 1965,
both inclusive, the rate shall be 1% percent;

"(3) with respect to wages paid during the calendar years 1966 to 1968
both inclusive, the rate shall be 4 percent; and

"(4) with respect; to wages paid after December 31, 1968, the rate shall be
4% percent."

(d) The amendment made by subsection (a) shall apply only with respect to
taxable years beginning after December 31, 1960. The amendments made by
subsections (b) and (c) shall apply only with respect to remuneration paid
after December 31, 1960.

12. AMENDMENT 6-27-60-H-INTRODUCED BY SENATOR JAVITS FOR
HIMSELF AND THE FOLLOWING SENATORS: COOPER, SCOTT,
FONG, AIKEN, KEATING, AND PROUTY (IN THE NATURE OF A
SUBSTITUTE FOR TITLE VI OF THE HOUSE BILL)-SIMILAR
TO S. 3350

STAFF ANALYSIS

Eligibility.-Assuming all States participate, all persons 05 and over and their
spouses would be eligible to purchase a health insurance policy provided by an
insurance carrier set up by the State, or by private, commercial prepayment or
nonprofit insurance carriers under appropriate contracts entered into between
such carriers and the State. The subscription charges for individuals under the
plan shall conform to a schedule, based upon the income of the subscriber, to be
determined by the State (except that the maximum monthly subscription of
no individual shall exceed the maximum premium cost in the State if it is less
than $13 a month).

Beneflts.&-The health insurance contracts may provide any or all of the
following:

(1) Services rendered by licensed physicians and dentists and certain
auxiliary personnel.

(2) Services in hospitals and skilled nursing or convalescent homes.
(3) Drugs, medicines, dressings and other medical supplies.
The contracts must provide for the following:
(1) 21 days a year of hospital, or equivalent nursing home care.
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(2) I1hysit'lan's services for 12 home or office visits each year.
(3) The first $1N) each year of costs for ambulatory, diagnostic, labora-

tory, and X-ray services.
(.4) Visiting nurse service for not less than 24 visits a year.

The State plan must provide that outpatient hospital and home and office
physicians service constitute not less than one-third of the premium cost.

Gosts.--Senator .Javits estimates mninmum benefits program would cost $840
million (Federal share $400 million; State share $440 million; individual sub-
serilbers not participating) and nmaxinum benefits program would cost $1.5 bil-
lion (Federa l share $-thO million;LaState sluxe $620 million; individual sub-
scribers $100 million). Cost,.estinate not yet siibmitted by Department. See
report below. -

Financiag.-Federail,.stire financed from general revenue , using a Federal-
State matching foruniia based on State per capita income. 'Fie Federal share
ranging from 75 lqc-ent for the lowest-inc0le$tates to 331/3 percent for highest
income States, ip Ito a maximum premiuhi cosf'of 13 a month lr subscriber,
less subseriltioxcharges paid by'|nd viduals.

VIEWS OF TId DEPARTMENT OF tIE4TII, EDUCATION, AND WELFARE 0 AMEND-
MENt G-27r---

The DepArtment of Health, Ediltatoi, ,and"VWelfaro is clirrently co herring
with the sponsors of ploosed amnirdpient,6-27-6-H t6 H.R. 12580 and Id, there-
fore, not .prepared to make re .oqmendations at tiis thne on the p opposed
amendiaeit. At such time as tthes6 dlse lesions aieoipleteq, a furtherIreport
will b milde. , "\ .. ... , om" ,afte..

While tle amendment embe4s miny of the)l4rlpicples contained in th4 state-
ment of t le Depart')ent's vievs which -vere presented to the Committee on
June 29, 1,160, there are obviopsiy ft numberof points Qf difference.

TEXT OF A.ND E' 1 2J"60"H

Intended to be proposed by Mr. ,JAVfTS)(for hluself, Mr 'CoorER, lir. SCoTT,
Mr. FoNO; ,Mr. AIKEN, Mr,. KEATIN,'and Mr. PROVPY) to the/bill (H.R.
12580), viz'i Strike out 'everything beginning onp hge 154, line 2, down to
and lncludin',page 172, line 18, and insert in lieu thereof the following:

SEC. 601. This title may be cited as tiho "Health Insurance foe the Aged Act".
SEC. 602. The Publ I Health Service Act is hereby amen4 by inserting at

the end thereof the follow wng new title:
"TITLE VIII--1 IEXYTJELINSURANC -(I HEIAGED

"DECLARATION OF PURPOSE jED

"SEc. 801. It is the purpose of this title to assist the States in establishing
State plans of health Insurance designed to enable aged individuals to obtain
needed personal health services.

"DEFINITIONS

"SEo. 802. As used In this title, the term-
"(a) 'Service benefits' means the actual furnishing of health services to an

insured Individual by and through licensed physicians, hospitals, and other
health personnel and institutions which have entered into contracts with insur-
ance carriers to provide such services to such individuals;

"(b) 'Indemnity benefits' means benefits provided to an insured individual
by an insurance carrier in the form of money payments toward the cost of
specified personal health services, such payments being made either to the in-
sured individual or to the provider of such services, and not necessarily covering
the full cost of such services;

"(c) 'Income of insured Individual' means the adjusted gross income (as
defined in section 62 of the Internal Revenue Code of 1954) of such individual,
plus amounts received by such individual as monthly insurance benefits under
title II of the Social Security Act or as payments under laws administered
by the Veterans Administration, or as annuity payments under the Railroad
Retirement Act of 1937 as amended; and

"(d) 'Secretary' means the Secretary of Health, Education, and Welfare.
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"REQUIREMENTS OF STATE PLANS

"SEc. 803. A State plan under this title shall-
"(a) designate a single State agency to administer the State plan;
"(b) provide for financial participation by the State;
"(c) permit participation in the health insurance program established

under such plan of every individual in the State who has attained age sixty-
five or is married to an individual who has attained such age; but may not
permit any individual to participate in such program who has not attained
such age or is not married to an individual who has reached such age;

"(d) provide to each individual eligible for health insurance under
the plan a choice of at least two types of health insurance, one of which %all
provide 'service benefits' in whole or in part and the other 'indemnity
benefits';

"(e) provide that (1) the coverage of home medical services and physician's
office calls and other ambulatory services or hospital outpatient treatment
under any health insurance program under the State plan shall constitute
not less than one-third of the total premium cost of such insurance program;
and (2) under any such program, care in skilled nursing homes or equivalent
licensed Institutions may be substituted for care of equivalent cost in general
hospitals which meet such standards as are established by the Secretary;

"(f) conform to reasonable standards prescribed by the Secretary with
respect to (1) the providing of benefits to subscribers of health insurance
programs under the State plan (luring temporary absence from the State
in which they reside, (2) the eligibility to participate in such programs of
otherwise eligible individuals who have previously discontinued participa-
tion therein, (3) the provision of additional periods after the date subscrip-
tion charges become due during which subscribers may pay such charges
without forfeiting coverage under such programs, (4) eligibility of in-
dividuals to transfer coverage from one type of health insurance to another
type offered under the State plan of a State, (5) the period of eligibility

' to participate in such programs of individuals who do not elect to participate
therein at the earliest date for which they are eligible to do so, (6) the
eligibility of individuals who are covered by such a health insurance pro-
gram of one State to become covered by such a health insurance program
of another State, and (7) meeting and improving on Federal standards for
medical practice and Institutional facilities;

"(g) provide that the subscription charges for individual subscribers of
health insurance programs under the State plan shall conform to a schedule,
based upon income of the subscriber, to be determined by the State (except
that the maximum monthly subscription rate of no individual shall exceed
the maximum premium cost in such State If it Is less than $13 per month) :

"(h) provide that the State agency administering State welfare or public
assistance programs shall be permitted to secure for the recipients of such
programs health insurance under the State plan as a negotiated rate basis;

"(i) make provision (1) authorizing employees' pension or welfare funds
to contribute to the payment of subscription charges under the State health
insurance program for or on behalf of eligible members or beneficiaries of
such funds, (2) authorizing employers (including 'the State or any political
subdivision thereof when acting as an employer) to contribute to the pay-
ment of their employees' subscription charges under the State health in-
surance program, and (3) permitting any employee, or member or beneficiary
of an employees' pension or welfare fund, to authorize his employer (includ-
ing the State or any political subdivision thereof when acting as an em-
ployer) or trustee or other governing body of such fund to deduct from his
wages or from such fund, as the case may be, an amount equal to his sub-
scription charges under the State health insurance program and to pay the
same to the State agency administering the State plan;

"(J) provide that the State agency will make such reports, in such form and
containing such information, as the Secretary may from time to time require,
and comply with such provisions as the Secretary may from time to time
find necessary to assure the correctness and verification of such reports;

"(k) provide for the collection of subscription charges for health insur-
ance under the State plan.

"(1) provide that the health insurance coverage extended to individuals
eligible therefor under the State plan shall be provided by an insurance car-
rier set up by the State for such purpose, or by private, commercial, pre-
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l)ayment or nonprofit insurance carriers under appropriate contracts entered
Into between such carriers and the State agency;

"(III) provile that such contracts extend health insurance coverage to individ-
uals eligible therefor under the State plan of any or all of the following:
(1) Services rendered by licensed physicians, licensed dentists, and, under the
supervision of licensed physicians or dentist., by auxiliary personnel, (2) the
use hy such licensed or auxiliary personnel of any and all apparatus or machines
designed to aid iI the diagnosis or treatment of disease or injury, (3) the provi-
slon of bed and board in general or special hospitals, skilled nursing or conva-
lescent homes, or other institutions licensed or designated as such institutions
is prescribed by and under the supervision of licensed physicians, and (4) the
provision of drugs and medicines, dressings and supplies, protheses and apl)li-
ances, and ambulance service, when prescribed by licensed plhysicials: Proridcd,
That any such contract shall insure against 100 per centum of the cost of not less
than (A) 21 days each year of hospital, or equivalent nursing honle care, (B)
physician's services for 12 home or office visits each year, (0) the first $100 each
year of costs incurred for ambulatory diagnostic, laboratory, and X-ray services,
and (D) visiting nurse's services (when prescribed by a physician and rendered
through a public or private agency) for not less than 24 visits each year; and

"(n) make adequate provision out of general revenues of the State for the
expenses incurred by the State under such plan.

"PAYMENT TO STATES

"SEC. 804. (a) From the sums appropriated therefor, the Secretary of the
Treasury shall pay to each State which has an approved plan for health
insurance for the aged, for each quarter (beginning with the quarter com-
mencing July 1, 1961) (1) an amount equal to the Federal percentage of the
amount by which the amount produced by multiplying-

"(i) the per capita premium cost up to but not exceeding $13 per month,
by

"(ii) the su1 of the total uiumber of subscribers of health insurance for
the aged for each of the nonths ill such quarter,

exceeds the total sum of the amounts actually paid by such subscribers as sub-
scription charges during each of such months; plus (2) an amount equal to
one-half of the sums expended during such quarter as found necessary by the
Secretary of Health, Education, and Welfare for the proper and efficient admin-
istration of State plan.

"(b) The method of computing and paying such amounts to the State shall
be as follows: The Secretary shall, prior to the beginning of each quarter,
estimate the amounts to be paid to the State under subsection (a), such esti-
mate to be based on (A) reports filed by the State containing its estimates of
the total sums to be expended by it in such quarter in accordance with sub-
section (a), and (b) such other investigation as the Secretary may find neces-
sary.

"(c) The Secretary shall then certify to the Secretary of the Treasury the
amount so estimated by the Secretary, reduced or increased, as the case may
be, by any sums by which he finds that his estimates for any prior quarter were
greater or less than the amounts which should have been paid to the State under
subsection (a).

"(d) For the purposes of this section the 'Federal percentage' for any State
shall be 100 per centum less that percentage which bears the same ratio to 50
per centun as the per capital income of such State bears to the per capita Income
of the continental United States (including Alaska and Hawaii), except that (1)
the Federal percentage shall in no case be more than 75 per centum or less than
331/1 per centumn, and (2) the Federal percentage for Guam, Puerto Rico, and
the Virgin Islands shall be 75 per centuni each. The Federal percentages shall
be pronmlgated by the Secretary between July 1 and August 31 of each even-
numbered year, on the basis of the average of the per capita incomes of the
States and of tile continental United States (including Alaska and Hawaii) for
the three most recent consecutive years for which satisfactory data are available
from the Department of Commerce.

"OPERATION OF STATE PLANS

"SEc. 805. (a) If the Secretary, after reasonable notice and opportunity for
hearing to the State agency, finds (1) that the State agency is not complying
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substantially with the provisions of the State plan, or (2) that any Federal funds
have been diverted from the purposes for which they have been paid under this
title, the Secretary shall forthwith withhold further paynlents to the State under
section 804 until he is satisfied that the conditions which required him to with.
bol such payments no longer exist.

"(b) If any State is dissatisfied with the Secretary's action under subsection
(a), such State may appeal to the United States court of appeals for the circuit
in which such State is located. The summons and notice of appeal may be
served at any place in the United States. Tite Secretary shall forthwith certify
mid file in the court the transcript of the proceedings and record on which he
based his action.

"(c) The findings of fact by the Secretary, unless substantially contrary to
the weight of evidence, shall be conclusive; but the court, for good cause shown,
may remand the case to the Secretary to take further evidence, and the Secretary
may thereupon make new or modified findings of fact and may modify his
previous action, and shall certify to the court the transcript and record of the
further proceedings. Such new or modified findings of fact shall likewise be
conclusive unless substantially contrary to the weight of the evidence.

"(d) The court shall have jurisdiction to affirm the action of the Secretary or
to set it aside, in whole or in part. The judgment of the court shall be subject
to review by the Supreme Court of the United States upon certiorari or certifica-
tion as provided in title 28 of the United States Code, section 1254.

"AUTHORIZATION OF COMPACTS BETWEEN STATES

"SEC. 806. In order that individuals who are covered by a health insurance pro-
gram established under this title by the State in which they reside shall not, by
reason of their temporary presence in another State at the time benefits pro-
vided by such program are needed by them, be hampered in actually receiving
such benefits, the consent of Congress is hereby granted to any two or more
States to enter into appropriate compacts or agreements with respect to the
administration and operation of their respective health insurance programs es-
tablisied under this title.

"AI)MINISTIRATION

"Szc. 807. (a) The Secretary is authorized to make such administrative reg-
ulations and perform such other actions including the negotiation of a schedule
of subscription charges under each State plan as he finds necessary to carry
out the provisions of this title.

"(b) In administering the provisions of this title, the Secretary is authorized
to utilize the services and facilities of any executive department of the Gov-
ernent in accordance with an agreement with the head thereof. Payment
for such services and facilities slall be made il advance or by way of reim-
bursement, as may be agreed upon between the Secretary and the head of the
executive department furnishing such services or facilities.

"(c) In administering this title the Secretary shall cooperate with and
render advice and assistance to States and the appropriate public authorities
therein formulating and operating State plans under this title.

"SAVINGS PROVISION

"SEc. 808. Nothing in this title shall modify obligations assumed by the Fed-
eral Government under other laws for the hospital and medical care of veterans
or other presently authorized recipients of hospital and medical care under
Federal programs."

The table of contents on page 4 is appropriately amended.
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13. AMENI)MENT 6-27-60-I-INTRODUCED BY SENATOR SCHOEPPEL
(IDENTICAL TO TIlE FOLLOWING AMENDMENTS: NO. 8, 6-27-60-A, IN-
TROI)UCED BY SENATOR KEATING; NO. 16, 6-28-60-C. INTRODUCED
BY SENATOR HUMPHREY; AND NO. 24, 6-29-60-X, INTRODUCED BY
SENATOR HARTKE)

STAFF ANALYsIs

Increases the soocial security earnings limitation from $1,200 to $1,800 per
year.

Cost.-$616 million per year, or 0.19 percent of payroll, on a level-premium
basis.

Financing.-No tax increase provided to cover added cost to program.

VIEws OF DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE ON AMENDMENT
6-27-60-I

See joint report on page 480.

TEXT OF AMENDMENT 6-27-60--I

Intended to be proposed by Mr. SCHOEPPEL to the bill (H.R. 12580), viz: On
page 80, between lines 3 and 4, insert the following new section:

SEC. 211. (a) (1) Paragraphs (1) and (2) of subsection (e) of section 203
of the Social Security Act are amended by striking out "$1,200" wherever it
appears therein and inserting in lieu thereof "$1,800", and (2) such paragraphs
and paragraph (1) of subsection (g) of such section are amended by striking
out "$100 times" wherever it appears therein and inserting in lieu thereof
"$150 times".

(b) The amendments made by subsection (a) slall be effective, in the case
of' :ny individual, with respect to taxable years of such individual ending
after 1960.

14. AMENDENT 6-28-60-A-INTRODUCED BY SENATORS HUMPHREY
AND JAVITS

STAFF ANALYSIS

Modifies the social security definition of disability for both benefit and
"freeze" purposes so that a specified degree of blindness, more liberal than the
present definition for the disability "freeze," is presumptively disabling. Pro-
vides that an individual otherwise eligible can qualify for disability benefits with
one quarter of coverage (present law requires fully insured status plus coverage
in 20 of the 40 quarters prior to the onset of the disability). Exempts such
blind beneficiaries from the provision of present law which requires deduction
from benefits because of refusal to accept rehabilitation services.

Cost.-0.03 percent of payroll on a level-premium basis.
Financing. No tax increase provided to cover added cost to program.

VIEWS OF DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE ON AMENDMENT
6-28-60-A

As we indicated in our report on S. 3067, our major objection to the proposed
amendment is that it would give persons with visual impairments very great
advantages over other persons with equally severe impairments of another type.
Blindness is no more disabling insofar as work is concerned than many other
severe types of impairment. As a matter of fact, many blind persons have dem-
(nistrated the ability to earni a living in spite of their impairment anid much is
being done through both public and private means to encourage and aid the
blind to be self-supporting. Special legislation permitting some individuals to
receive heneflts under conditions identical to those under which benefits are de-
nied to others is, In our opinion, undesirable and contrary to sound principles
of equity and justice.

There are also other aspects of the proposed amendment to which we have
serious objections. It would, in effect, provide disability benefits for persons
who are able to work and who may be working regularly. It would also pro-
vide benefits for persons who have had no significant employment. Such pro-
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visions would extend the purpose of the disability program from providing a
partial replacement of earnings that are lost because of disability co providing
an indemnity for certain handicaps. We believe Indemnity against handicap Is
not a proper purpose of the old-age, survivors, and disability insurance program.

There is another reason why the Department would not favor a proposal for
providing disability benefits for persons who have never been regularly em-
ployed. (One quarter of coverage for eligibility for benefits would not, of
course, be evidence of regular employment.) Under the present program, the
right to benefits is acquired as a result of work and benefit amounts are related
to earnings. Benefits are financed in part through contributions paid by the
worker while he Is working. All social security taxes paid by employers, em-
ployees, and self-employed persons go into special trust funds. In order to
establish that the person has earned the right to benefits the program requires
that he be credited with a specific amount of covered work. Payment of bene-
fits to people who have not met the work requirements of the program would
tend to undermine the contributory character of the program, attenuate and
obscure the relationship between prior work and benefits, and lead to public
misunderstanding of the nature and purpose of the program.

For these reasons the Department recommends that the proposed amendment
not be enacted.

TEXT OF AMENDMENT 6-28-60-A

Intended to be proposed by Mr. HIUMPmEY and Mr. JAVITS to the bill (H.R.
12580), viz: On page 110, after line 22, insert the following:

(c) (1) Section 223(a) (1) of such Act (as amended by section 403(b) of this
Act) is further amended by striking out "the month in which he dies, the month
in which he attains the age of sixty-five, or the third month following the month
in which his disability ceases" and inserting in lieu thereof "the month in which
he dies, the month in which he becomes entitled to old-age insurance benefits (in
the case of an individual whose disability is blindness (as defined in subsection
(c) (2)) and who is not fully insured when he attains retirement age), the month
in which he attains the age of sixty-five (in the case of any individual whose
disability is not blindness (as so defined)), or the third month following the
month in which his disability ceases".

(2) Section 223(c) (1) of such Act is amended-
(A) by inserting ", other than an individual whose disability is blindness

(as defined in paragraph (2)) ," after "An individual"; and
(B) by adding after subparagraph (B) the following new sentence: "An

individual whose disability is blindness (as defined in paragraph (2)) shall
be insured for disability insurance benefits in any month 11 he had not less
than one quarter of coverage before the quarter In which such month occurs."

,(3) Section 223(c) (2) of such Act is amended by striking out the first sen-
tence and inserting in lieu thereof the following: "The term 'disability' means
(A) inability to engage in any substantial gainful activity by reason of any
medically determinable physical or mental impairment which can be expected to
result in death or to be of long-continued and indefinite duration, or (B) blind-
ness. The term 'blindness' means central visual acuity of 20/200 or less in the
better eye with the use of correcting lenses, or visual acuity greater than 20/200
if accompanied by a limitation in the fields of vision such that the widest diame-
ter of the visual field subtends an angle no greater than twenty degrees."

(4) Section 216(i) (1) of such Act is amended-
(A) by striking out "blindness" and all that follows in the first sentence

and inserting in lieu thereof "blindness (as defined in section 223(c) (2)),"
and

(B) by striking out the second sentence.
(5) The last sentence of section 223(c) (3) of such Act is amended by inserting
except an individual whose disability is blindness (as defined in paragraph

(2)) ," after "for any individual".
(6) The first sentence of section 222 (b) (1) of such Act is amended, by striking

out "an individual entitled to disability insurance benefits" and inserting in lieu
thereof "an individual (other than an individual whose disability is blindness as
defined in section 223 (c) (2) entitled to disability insurance benefits".

(7) The amendments made by this subsection shall apply only with re.'peet to
monthly benefits under title II of the Social Security Act for months after the
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month in which this Act is enacted. Iln the case of an individual who satisfies
section 223 (a) (1) (B) of such Act on the (late of the enactment of this Act solely
by reason of such amendments, the waiting period (as defined in section
223(c) (3) of the Social Security Act) may not begin before the first day of the
fifth month before the month in which this Act is enacted.

15. AMENDMENT 6-28--60-B-INTRODUCED BY HUMPHREY

STAFF ANALYSIS

While not making any substantial change in services which can be provided
under existing law, makes more explicit the definition of "child welfare serv-
ices." The amendment follows generally the language recommended by the
Advisory Council on Child Welfare Services (authorized by the 1958 amend-
ments), on the ground that such language would provide "greater latitude for
inclusion of services dealing with any social problem affecting the well-being
of children and eliminates the possibility of a narrow interpretation of the
scope of services." Text of present definition and new definition is contained
in text of the amendment.

Co.t..-I)epartment of Health, Education, and Welfare advises that this
amendment will not increase the cost of the program.

VIEWS OF TIE DEPARTMENT OF IEALTIr, EDUCATION, AND WELFARE O.N AMENDMENT
6-28-60-B

The amendment to H.R. 12580, proposed by Senator Humphrey June 28, 1960.
changes the definition of child-welfare services in title V, part 3, of the Social
Security Act. The new definition is substantially the one that was recomi-
mended by the Advisory Council on Child Welfare Services in its report to
Congress .January 1, 1960.

rhe present definition is that these services are for the protection and care
of homeless, dependent, and neglected children, and children in danger of
becoming delinquent. It has been quite adequate for the type of legislation
provided in that act. Grants have been made to State public-welfare agencies
to establish, extend, and strengthen these services. These grants, for the most
part, have )een small in comparison to child-welfare expenditures from State
and local funds.

The definition proposed by the Advisory Council is related to another recoi-
mendation of the Council, namely, that the Federal Government pay part of the
total cost of public child-welfare services of each State and other cooperating
Jurisdictions through Federal grants-in-aid on a variable basis, with provision
for an open end appropriation and with continuing encouragement to establish-
ing, extending, and strengthening of such services.

The new definition is somewhat more explicit, particularly in relation to
Juvenile delinquency, than the present definition, although the term "in danger
of becoming delinquent," together with other parts of the present definition, is
inclusive enough to enable the States to use the grants to provide services to
delinquent as well as to predelinquent children.

Title V, part 3, of the Social Security Act makes clear that these grants are
for the purpose of establishing, extending, and strengthening public child-
welfare services. By eliminating the word "public" in the new definition under
the bill, question is raised as to whether these grants could be used to establish,
extend, and strengthen child-welfare services under voluntary auspices. This
change was not included in the Council's recommendation.

The Department recognizes the logic of the Advisory Council's reconnenda-
tion embodied in this amendment in the context of other recommendations
made by the Council, but does not believe that it serves the same purpose as a
separate piece of legislation. In view of the questions it raises, we would not
recommend its adoption.

TEXT OF AMENDMENT 6-29-40-B

Intended to be proposed by Mir. IIuMPIREY to the bill (H.R. 12580), viz: On
page 183, after line 20, insert the following new paragraph:

(4) Section 521 of such Act (aq amended by subsection (a) (3) of this section)
Is further amended-
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(A) by striking out "public-welfare services (hereinafter in this title referred
to as 'child-welfare services') for the protection and care of homeless, dependent,
and neglected children, and children in danger of becoming delinquent", and in-
serting in lieu thereof the following: "child-welfare services"; and

(B) by inserting after the period the following new sentence: "For the pur-
poses of this part 3, the term 'child-welfare services' means those social services
that supplement or substitute for parental care and supervision for the purpose
of (1) protecting and promoting the welfare of children and youth, (2) prevent-
ing neglect, abuse, or exploitation of children and youth, (3) helping overcome
problelns that result in dependency, neglect, or delinquency of children and
youth and correcting these conditions when they occur, and (4) when needed,
providing adequate care in foster homes, adoptive homes, child-care institutions,
or other facilities for children and youth who are away from home."

16. AMENDMENT 6-28-60-C-INTRODUCED BY SENATOR IHUMPHREY
(IDENTICAL TO TIE FOLLOWING AMENDMENTS: NO. 8, 6-27-60-A,
INTRODUCED BY SENATOR KEATING; NO. 13, 6-27-430-1, INTRODUCED
BY SENATOR SCHOEPPEL; AND NO. 24, 6-29-60-X, INTRODUCED BY
SENATOR IIARTKE)

STAFF ANALYSIS

Increases the social security earnings limitation from $1,200 to $1,800 per year.
Cost.-$616 million per year, or 0.19 percent of payroll, on a level l)remium

basis.
1,Pinancing.-No tax increase provided to cover added cost to program.

VIEWS OF DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE ON AMENDMENT
6-28-60-C

See joint report on page 480.

TEXT OF AMENDMENT 6-28-60-C

Intended to be proposed by Mr. IUMPHREY to the bill (H.R. 12580), viz: On
page 80, between lines 3 and 4, insert the following new section:

SEc. 211. (a) (1) Paragraphs (1) and (2) of subsection (e) of section 203
of the Social Security Act are amended by striking out "$1,200" wherever it
appears therein and inserting in lieu thereof "$1,800", and (2) such paragraphs
and paragraph (1) of subsection (g) of such section are amended by striking
out "$100 times" wherever it appears therein and inserting in lieu thereof "$150
times".

(b) The amendments made by subsection (a) shall be effective, In the case
of any individual, with respect to taxable years of such individual ending after
1960.

17. AMENDMENT 6-28-60-D-INTRODUCED BY SENATOR HUMPHREY

Allows an employer a credit against his income tax for the employment of
older persons. The amount of the credit granted would be equal to the increase
in the eml)loyer's cost of doing business resulting from the employment of persons
who are above the age of the younger employee who could reasonably be hired
to perform substantially the same duties if no factor other than age were taken
into account. The amount of the credit would be limited by the amount of tax
imposed reduced by other allowable credits.

Cost.-See report of Treasury Department.

VIEWS OF DEPARTMENT OF TREASURY ON A-MEND.IENT 6-28-60-D

JULY 12, 1960.
ion. 1LnRRY F. BYRi,
Chairman, Committee on Iinance,
U.8. ,enaate, Wasitigton, D.C.

MAY DEAR Mn. CHAIRMAN: This is in response to your request for the views of
this Department on an amendment (6-28-60-D) intended to be proposed by

ir. Iumphrey to the )ill H.R. 12580 to extend and improve coverage under the
Federal old-age, survivors, and disability insurance system * * *
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This amendment would allow to an employer as delted In section 3401(d)
(relting to collection of income tax at source oln wages) a credit against Ill
income tax for tile employment of older persons.

Time amount of credit granted would be equal to the increase in time employer's
(ost of doing business resulting from the emnlloymnt of lersons wih) are above
the age of tile youngest employee who (oul reasonably be hired to perform sub-
santially the same dutiess if no factor otiler than age were taken Into account.
The bill defines al increase In cost: to include "any expenditure made by an
employer in the conduct of his trade or business (including insurance premiums,
contributions to pension funds, contributions to medical costs, contributions to
workmen's compensation funds, and any otler trade or business expense, includ-
ing the increased cost of training an older worker and increased cost of main-
taining an Increased medical and nursing staff where older persons are em-
ployed * * *)." Increases In cost refer not only to those attributable to an
individual emnployee but also to older employees generally.
The amount of the credit would be limited by the amount of tax imposed re-

(hued by other allowable credits. The proposed credit would be In addition
to existing allowable deductions.
Tie tax benefit granted by this proposed amemn(ent is In the form of a tax

credit. Consequently, the Government in effect would bear all of the additional
costs resulting from hiring ohler workers, up to the point where the employ-
er's tax liability for the taxable year Is eliminated.

Since the delinition of older worker Includes any worker older than tile young-
est worker who could perform substantially the same duties, workers whose ages
are 2., 35, 45, or almost ally age could I)e classified as "older workers." Time
Gi-verninnelt, thus, would bear for tile employer the entire ad(llitional costs of
these workers through a reduction of his tax by an amount equal to this excess
(ost of hiring these "(ioer workers."

Section 162 of the code already allows employers a deduction for "all the
ordillary i1ld( n(essary explenses" of carrying on any trade or business. There-
fore, such alnolintl. paid to or on behalf of workers, whether younger or older,
redue (l(tibe. Thus. inder tle amendment, an enllloyer will always receive

a larger tax reduction than tile additional cost of the older worker (assuming
that tile older worker performs substantially the same duties as a younger
worker) because he will get back the entire additional cost as a tax credit and
in addition take a larger regular deduction.

Tile benefits realized hy the employer will depend upon his tax rate. For
those proprietorships, l)artnerships and small business corloratiom (electing
to be taxed under subchapter S) who are subject to marginal tax rates higher
than tile regular r corporate rates tile benefits will be greater than in tile case of a
corpora loll.
Tie amendment would be extremely difficult, if not impossible, to admlinister

effectively. It involves concepts which are not easily measurable. There are
110 adequate guides or objective tests which would be readily available to the
several nlliil0llo ellldoyer's, or to the Internal Revenue Service, for use in making
the required deterIllinations of ('ost differentials Ill relation to employees' wages.
These cost differential,; vary widely among Industries, aning firms within the
same industry, find elvl amlllong positions within tie sae firm. For example, it
would be leces~sry to determine exactly tile lowest age at which an emlployee
c(l( l' hired to perform satisfactorily each one of thousands of jobs. While
certain of til Increased costs, such as higher insurance prenllunis for older
workers. co1ld be determined. it would be almost Imlp0ossible to liy down specific,
or even general, rule for deterlilinil "any other trade or Iusiness expense, In-
clhiding til illreas'ed cost of training an1 older worker and Increased cost of
1mialinlm1ing an ilerclscd medical and mrsing staff necessary where older per-
(tile (remplliloyed. * * *v" Tilnguiage is vague anl(1 subject to various in-
ierlprelintil al anhdtlme' regillitions ('allte1 for by tllsim amlenleiOnt were made

slpiveli. or' general. ilere wotild (oulbtless be a considerable volume of litigation
ove'r tile definition of terms.

'i'le l'ev(llle ('ost of till allenldmllelt (0111d lip slll'tllltatil. oil Mile order of
lillimolls of dollarss. lve(alise, (if tme broad definition of "older workers" which
(1111 ('0ver workers of almnlost anly age. a lal't of labor costs of workers at present
employed could qllalify for fih tax credit. Till-, would account for tIle greater
part of tle revenue loss. To the extent tlat tills amendment encouraged the
additional employment of older workers, there would be additional revenue loss.
Since factors olher than tile tax credit will affect the hiring of older workers,
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it is difficult to estimate to what extent employers will take advantage of the
credit.

Aside from the impact on revenue and the administrative difficulties, special
tax incentive measures such as proposed in this amendment lead to resentment
on the part of taxpayers who do not receive similar favored treatment. Accord-
ingly, while the Treasury Department is in sympathy with the objective of en-
couraiging employers to hire older workers, it does not favor the enactment of
this amendment.
The Bureau of the Budget has advised the Treausry Department that there is

no objection to the presentation of this report
Sincerely yours,

JAY W. GLASMANN,
Assistant to the Secretary.

VIEWS OF DEPARTMENT OF HEALTII, EDUCATION, AND WELFARE ON
AMENDMENT 6-28-60-D

DEPARTMENT OF IEALTII, EDUCATION, AND WELFARE,

Washington, July 11, 1960.
Hon. HARRY F. BYRD,
Chairman, Committee on Finance, U.S. Senate, Washington, D.C.

DEAR Mn. CHAIRMAN: This letter is in response to your request of June 29,
1960, for a report on amendment 6-28-60-D to H.R. 12580, "Social Security
Amendments of 1960."

This anlendinent would provide preferential tax relief to employers who hire
older workers.

The Department strongly favors the employment of older workers. We believe
that many capable older people have a great contribution to make to the work
force and economy of our country, no small part of which is being lost because
of misconceptions which prevail regarding the older worker.

However, we do not favor amendment 6-28-O-D to H.R. 12580 because of
two reasons:

(1) It assumes that a premium must be paid to induce the increased employ-
nient of older persons. There is increasing evidence that employer reluctance
to hire the older worker vanishes wln the true facts are known about benefits
which may accrue to an employer who avails himself of the stability and addi-
tional experience of the mature worker.

(2) It infers that older people are a liability rather than an asset as em-
ployees, particularly, the reference on page 2, lines 19-22, "including the in-
creased cost of training an older worker and increased cost of maintaining
an increased medical and nursing staff necessary where older persons are em-
i)loyed." Psychologically, this presents a gloomy picture and statistically, we
believe, an inaccurate one.

With respect to the relationship of this proposal to our national tax policy
and to the administration of the internal revenue laws, we defer to the views of
the Treasury Department; and with respect to the evaluation of the proposal
from the point of view of labor-management relations and manpower require-
ments, we defer to the Labor Department.

The Bureau of the Budget advises that It perceives no objection to the sub-
mission of this report to your committee.

Sincerely yours,
ROBERT A. FORSYTHE,

Assistant Secretary.
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TEXT OF AMENDMENT 6-28-60-D

Intended to be proposed by Mr. HUMPHREY to the bill (H.R. 12580), viz: Oil
page 184, after line 14, insert the following new section:

AMENDMENTS TO INTERNAL REVENUE CODE RELATING TO TAX CREDIT FOR E.M1'.OY.MENT
OF OLDER PERSONS

SEC. 710. (a) (1) Part IV of subchapter A of challter 1 of the Internal RIeve-
nue Code of 1951 (relating to credits against tax) is amended by redesignating
section 38 as section 39 and by adding after section 37 the following new
section:

"SEC. 38. CREDIT FOR EMPLOYMENT OF OLDER PERSONS.

"(a) IN (GENERAL.-Iln the case of an emldoyer (as defined il section '3401 (d)),
there shall be allowed as a credit against the tax imposed by this chapter for
til( taxable yearl ain ount dtei nined under subsection (b).

"(b) AMOUNT OF tJlElIT.-T'h'he Credit allowed an employer )y subsection (a)
for any taxable year shall be aill alllmount equal to the Increase ill his cost of
do(ig business during suich year which results froi the employment of older
personIs, as determined under regulations prescribed by the Secretary or his
delegate. For iurloses of this subsection, any expenditure made by an employer
ill the conduct of his trade or business (including Insurance premliunns, con-
triblt liolls to pension funds, contributions to medical costs, contributio-is to
workmlieli's conlpemsation funds, and any other trade or business expense, iIli-
eluding the in(reased cost of training an older worker and increased cost, of
luailitallaing iln increased illedical find nursing staff necessa ry where ohler per-
sons are employed. within the ieanilg of section 1;2), whether attributable to
an individual employee or to the employees of stich employer generally, shall be
considered till imrease, hi tithe cost of doing business which results from tile el-
ployiIet of older persons to Ihe extent Ihat. it would not have been required
or made if the age of eaili employee, ilIvolved were the lowest age it which al
o'mlujloyee couihl reasomably (slid consisteitIy with the soudl operation of the
trade or business) be hired to perform substantially the same duties (amid no
factors other than age were taken Into account).

"(c) CRnEDr NOT To CAUSE REFUND OF," T.x.--The credit allowed by subsection
(a) shall not exceed the amount of the tax Imlposed by this chapter for the
taxable year, reduced by the sum of the credits allowable under the provisions
of this part other t hi this section and sections 31 and 32.

"(d) CIREDIT IN ADDITION TO I)EDUCTIONS.-The credit allowed by subsection
(a) shall be in addition to, and shall not reduce or otherwise affect, any de-
duction which nay be allowable under this chapter."

(2) Tj'hle table of sections for such part IV is amended by striking out
"See. 38. Overpayments of tax."

nd Inserting In lieu thereof
"See. 3s. Credit for employment of older persons.
"See. 39. Overpayments of tax."

(b) (1) Section 36 of the Internal Revenue Code of 1954 (relatig to dis-
allowance of credits to individuals paying optional tax or taking standard de-
duction) is aluended by striking out "and 35" and inserting in lieu thereof "35,
and 38".

(2) Section 37(a) of such Code (relating to retirement income credit) is
amended 1)y striking out "and section 35 (relating to partially tax-exempt ii-
terest)" and insertihg Il lieu thereof "section 35 (relating to partially tax-
exempt interest), and section 38 (relating to credit for employnmelt of older
p 5o.lls ) ".

I.) The enieidiments made by this Act shall a)ply only with respect to tax-
able ye.-irs ending after the (late of the enactmielit of this Act.

Is. AMENDMENT (i-2,-60--E--INTRODUCED BY SENATOR IIU1I'IIREY

STAFF ANALYSIS

Transfers domestic program of surplus food distribution from the Department
of Agriculture to Department of Health, Education, and Welfare. Authorizes



SOCIAL SECURITY AMENDMENTS OF 1960 501

Secretary of Health, Education, and Welfare to give assistance to State and local
governments in distributing surplus foods, including storage, and report to
Congress on a formula for division of the funds requested by local governments,
based on per capita revenues and the relative numbers of neeiy persons. Directs
the Secretary of Health, Education, and Welfare to institute a food stamp plan
for needy individuals in areas with a specified amount of unemployment and
rural areas of low net income and standard of living. (Public Law 86-341,
enacted last September, authorized Mlht did not direct) the Secretary of Agri-
culture to establish a food stanip system for the distribution of surpllus com-
inoditles to needy persons during the period February 1, 1960, and January 31,
1112. The Secretary has not yet exercised his authority under this enactment.)

(' o. t.-Tlhis amendment gives the Secretary of Health, Education, and Welfare
brold regulatory authority to determine eligibility for and amount of assistance
toi be provided. The administrative costs for the direct distributionn would also
depend on a number of factors. such as State find local expansion of the present
lirogram. Because of these variable factors it is impossible for tile staff to
.stiillte the coist at this time.

Fiiaticing/.-Additioill cost would be paid out of general revenue.

VIWWS OF DEPARTMENTT OF IIEALTh. EDUCATION, AND WELFARE ON AMENDMENT
6-28-60-E

The Department of Health. Education. and WVelfare would recommend against
ao(Ipqtioi of amement 6-28-i0-E to II.R. 125.40. The reasons for tills recon-

inendation are as follows: The proposed transfer of thle direct commodity
distribution program from the Department of Agriculture to tile Department of
Health, Educ.ation, and Welfare, with (listribution of fod( to s(.hols and needy
persons overseas being left in the Department of Agriculture, wouil entail sub-
stantial dulieation of effort. and correspolding additional expenses in the two
delnartillents. Such a transfer wotild also inark a1 undesirable change in the
(illphasis of the .ollillodity (istrllltion prograin from an adjmnct of agricultural
sUl)iort operations to a program predominantly welfare-focused. The stamp
plan proposed in the amendment would further increase the Federal share of
publi assistance expelnditures, which is already disproportionately high.
Finally, such a stanil) plan would at best be of only limited benefit to welfare
recipients: it might actually be (letrimental to them If, a Is possible, it led to
an appreciable reduction in the cash assistance they now receive from State
agencies.

TEXT OF AMENDMENT 6-28-60-E

Intended to be proposed by Mr. HUMPHREY to the bill (H.R. 12580), viz: At the
end of the bill add the following new title:

TITLE VIII-DISTRIBUTION OF SURPLUS FOOD

SHORT TITLE

SEc. 801. This title may be cited as the "Food Act of 1960".

STATEMENT OF PURPOSES

SEC. 802. It is the purpose of this title to (1) transfer the domestic program
of direct commodity distribution to the needy fronl the Department of Agricul-
ture to the Department of Health, Education, and Welfare, (2) to provide for
the extension and expansion of the direct commodity distribution program by
authorizing assistance to State and local governments in administering and
handling such programs, and (3) provide for a food stanip plan for the purpose
of securing an adequate and proper diet of foods high in nutritional value which
are ordinarily consumed in inadequate quantities by the uinil)loyed. the needy,
ant persons with low income, and others in designated industrial areas of labor
surplus and low-income rural areas.

DEFINITION.

Sc. 803. As used In this title--
(a) The term "food commodity" means any food product raised or produced

in the United States on farms, including agricultural, horticultural, and dairy
products, livestock, poultry, aud honey.
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(b) The term "direct commodity distribution" means the program for the
distribution of food commodities transferred to the Secretary of Health, Educa-
tion, and Welfare under section 804 of this title.

(e) The term "food stamp" means a certificate, coupon, or other similar med-
ium of exchange issued to eligible recipients.

(d) The term "State" includes the District of Columbia, Puerto Rico, and
the Virgin Islands.

(e) The term "Secretary" means the Secretary of Health, Education, and
Welfare.

(f) The term "eligible food store" means an established grocery store, or
merchant engaged In the distribution of food at the retail level, located in the
community, meeting such requirements of eligibility as may be prescribed by
the Secretary.

(g) The term "needy person" means any person so designated by any Federal
or State authority approved by the Secretary as a certifying agency: Provided,
That such term shall include persons so designated who are served by the
Bureau of Indian Affairs.

TRANSFER OF DOMESTIC FOOD PROGRAMS TO DEPARTMENT OF IIEALTIr, EDUCATION,
AND WELFARE

SEC. 80-1. Not later than ninety days after the date of enactment of this title,
the administration of the direct comnmdity distribution programs under section
416(3) of the Agricultural Act of 1949, as amended, is, except as hereafter pro-
vided, hereby uansferred to the Secretary of Health, Education, and Welfare,
and all functions and activities carried out by the Secretary of Agriculture
under such s( .tion shall be carried out by the Secretary within the Department
of Health, Eduteation, and Welfare. Such transfer shall not apply with respect
to time dolhiion of food commodities under such section for use in nonprofit
school-lunch programs and in nonprofit summer camps for children.

TRANSFER OF AGRICULTURAL FOOD PRODUCTS

SEC. .05. To facilitate the administration and continuation of such program,
upon request by the Secretary of Health, Education, and Welfare, the Secretary
of Agriculture and the Commodity Credit Corporation shall make available a
maximum quantity of the agricultural food products acquired by the Commodity
Credit Corporation. The Secretary shall reimburse the Commodity Credit
Corporation for costs incurred by the Corporation in making such commodities
available to the Secretary under the provisions of this title. The Commodity
Credit Corporation shall upon request of the Secretary arrange for the process-
ing, pac.kaging, and delivery to designated points of any agricultural food
product.

ADMINISTRATIVE ASSISTANCE TO STATES

SFC. 806. The Secretary Is authorized to give assistance to State and local
governments in meeting the costs of food distribution, including local storage,
under the direct commodity distribution program to the needy in charitable in-
stitutions and family units. Such assistance shall be made available in accord-
ance with standards developed by the Secretary and used as the basis for
securing the appropriation of funds for this purpose. To this end the Secre-
tary shall conduct a study of the current expenditures of local governments on
the direct commodity distribution l)rogram, the amount necessary to extend and
exl)and the program as directed in this title, including the addition of other
cities and counties in the program, and report to the Congress on a formula
for division of the funds requested, such formula to be based on the per capita
revenues of IOw local government from whatever source, and the extent of need
a.s represented by needy persons eligible under such program.

STANDAI)S FOR ELIGIBILITY

Sc. SOT. (a) The Secretary is authorized and directed to establish minimum
and maximum standards of eligibility for participation in the program of food
distribution to needy persons. Such minimum and maximum standards shall
establish the lower and upper limits in terms of income or other resources which
an Individual or family may have and be eligible for participation. The failure
of a State or local subdivision thereof to adhere to such standards shall consti-
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tuto a bar to participation it this program: Provided, That the right of any
State or local subdivision thereof currently participating in this program to
continue to do so shall not be denied under any such standards until the apl-
propriate legislative body of such unit of government shall have had reasonable
opportunity to adjust standards to those established by the Secretary: Anid
provided further, That no State or local government which denies food available
under the direct commodity distribution program to necly persons who are in-
eligible for reasons of lack of legal residence only shall be permitted to partici-
pate it such program.

OTHER AID AS RELATED TO STANDARDS

SEC. SOS. In establishing minimum standards in the direct commodity dis-
tribution. program, the Secretary shall deal specilically with recipients of other
types of aid under the Social Security and related Acts, as well as the assistance
available from State and local governments and shall bear in mind that the
receipt of other types of assistance, as such, shall not bar participation. Maxi-
umiumU standards for partivi)ation shall, insofar as possible, relate only to income
currently available to needy persons on a per calita basis.

FOOD STAMP PLAN TO SUPPLEMENT DIRECT COMMODITY DISTRIBUTION FOR NEEDY
FAMILIES IN DESIGNATED AREAS

SEC. 809. The Secretary is further authorized and directed to establish and
administer a food stail) plan to supplement the direct commodity distribution
program for needy individuals in family units or in charitable institutions in
areas-

(1) 1)esignated by the Secretary of Labor as industrial areas in which there
has existed substantial an1d persistent uneml)oymlent for an extended period of
time. There shall be included among the areas so designated any industrial
area in which there has existed unemployment of not less than (A) 12 per
centum of the labor force of such area during the twelve-montlih period immnedi-
ately preceding tile date oi which alm applicatioi for assistance is made under
tills title, (B) 9 per centum of such labor force during at least fifteen months
of the eightecii-nmonth period immediately preceding such date, or (C) 6 per
centui of such labor force during at least eighteen month of the twenty-four-
month period immediately preceding such date. Any industrial area in which
there has existed unemployment of not less tian 15 per centunt of the labor
force during the six-month period Immediately preceding tie date on which ap-
llication for assistance is made under this title may be designated as an eligible
area if the Secretary of Labor determines that the principal causes of such
unemployment are not temporary in nature.

(2) Designated by the Secretary of Agriculture as predominantly rural areas
where the net income and standard of living of farm families or rural nonfarm
families are substantially below the average of other rural counties.

PROGRAM REGULATIONS

SEC. 810. The Secretary shall issue regulations with respect to the operation
of the food stamp program authorized by this title. Such regulations shall in-
clude the express requirements of this title; the responsibilities to be assumed
by, and the other conditions to be met by, State agencies; and such other rules
as the Secretary deems necessary to accomplish the purposes of this title.

EAGIBLE IIOUSEIIOLI)S

SEC. 811. (a) Households eligible to participate in the food stamp program
shall be those determined by tie Secretary to be in economic need of food
assistance.

(b) The Secretary shall include in tile regulations issued pursuant to this
title the broad categories of households determined to be 1i economic need of
food assistance and the basic procedures to be followed by State Agencies in
the certification of eligible househol(is.

58387-60-33
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ISIANCE AND I'HE Of FOOl) STAM'S

Sac. 812. (it) The 'Secretary shall arrange for tlt!. Issuance of food stamps
to State agencle and for the payment for such stamps by sich State agencies.
'ilt cost of till. foolt stalnim issilel to any State agellcy shall be an amount
('4liiii to the pIrie (.hl' rged eligible hoeio hlelild for such stamps.

Ih) W The food stfallps Issiit'i to) any State agency shall be distributed only
to hollsoleiis III till- demlgnattl areas which have been certified by the State
aig'iiy its eligible to ipartihliate Iln the foxol stanlp program.

le' The filllt still J,1, isstuedi to any eligible household shall be used only to
lrehal.e fVlo Ii inureantile estlblislhlenlts selling food it retail which have

eell approved by tlihe State agency to accept food stalnips under tle regulations
14illl rsaIInItrt4a I0 this title.

VAIXE AND ('OST OF FOOD STAMPS TO lI ISHUP ED

S<. s3. ai) 'I'll( face' value of food stanilm to be Istsued to any eligible
household shall be III stich anoizL-sw+ig' d to prove Increased food
iltrsliaslm 1l Ilplrole dglet n uch hmlsehd."lu'lie Seretary shall take
siil nteillrt's its lit' tiept.9' jitrletlicahle and feasible too ebu:erage the purchase
of f)til5 ihsigatti hy'fle Sretary of Agriculttre as bIeng"lIbundhlt supply
by llEt'lols'htds rt'el tfig foodl stallnM.

(it) Eligible ho -1101d.61 shall e chirg(d ITV- the State agelleyc*or such part
lf tit' fit'e value (if the ftmi sttnit alIlslet) to lnii'hr'f tile Seeretar. " determInes

will provhle reAnnaldh assturir em tIlt tli normal ft )d exlendlture. of eligible
hlotiishols wI iNecomitinllt|Vindr tlie footd\tanlm/Pgranl.

AfltEEME.XfT4 ,T, II -ANtii TAflJ.IR d% ANT5

184rc. 814. Any mpeantile estnbi ~'~sl~foo(V at rofall whichl esires
to accept ft od stumps under the I staip lprogimn 4tliail oter Into l gree-
Iiit'Ii with tli( Stiitt' Ii ge'ncy. '"' t piriiii %I q Inls to )h included I Iany
suceh ligret iien I shI 1boeAmicllil (1 tbi' bet tta y i the guitlonm ssued
Il1rst81lit .t this tleth. . I t \z IN -O, . .

815 L'. (a) '[he S8 eretary h provtil I p1 1) o for the face-va tue re-
dt'nipt ion o fotitl stis i.a elt by pli ro nercruWh, 

estahlisl elts.
Such proc il re unay Itu it]( Ile i osp lie 1t$14 nc of funds to, and the c yieit
for services i nde'retd by blinking Instilti i M.. Pa ments for,.'h serves may
lie iiiih, wih lit regard to the, provision oexisthli laws g ringg ti expendi-
tilr'e of plll~ld l ADMNilI . .....ON AND N I. *(

Syr. 811. (a) ,stI e agencies numiitiY'flle ithe services of we re or publc
lissistaneiice agecles (. neal units of government and each S e agency shall
siiinilt, for tilt, alpir(lvnl of tile Secretary, a pln of oper oin describing the
uli(,tholds and agenlciest it ioll.se to carry out the res4 i 'lltles _nd functions
aissigned to It under til regulate ilpssued pursuaLtU Is title.

(b) State agencies shall keep, orMimt, t-o-ept, such accoQlnft(4h records
as the Secretary deems necessary to determine whether the prb1 hns of this
title, or the regulations Issued pursuant thereto, are being complied with. Such
Iil'couuats and records shall he available at all times for Inspection and audit
by tit' Secretary uind shall le preserved for such a period of time, not In excess
(lf three years. as titt' Secretary deternilnes is necessary.

(e) The Secretary shall provide In tlie regulations Issued pursuant to this
title for the stispension from participation in the food stomp program any
State or political sulitlvislon thereof, any partlelpating household, or any regis-
tered niercantilte establishunent found to have violated any provision of this
title or the regulations Issued pursuant thereto.

(dl 'lhe Secretary shall have the power to determine, adjust, compromise,
or relute tiny chln or claims arising under this title and such action shall
be final and shall not be reviewable by any other officer or agency of the
Government.

CRIMINAL PROVISIONS

Src. 817. (a) Whoever shall falsely make, alter, forge, or counterfeit, or
cause or procure to he falsely made, altered, forged, or counterfeited, any food
stainp for the purpose of obtaining or receiving, or of enabling any other person
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to obtain or receive, directly or indirectly. frnl tie unitedd States or any of
Its officers or agents, any noney or other thing of vallue, and| whoever shall
transfer or utter as true, or eallisi to be transferrled or tttered as true, inty
false, forged, altered, or couziterfeittd food stamp with inletit to defriutid the
United States, illy State agelly, or any alercantile establishilient or person,
shall up)n conviction thereof, he fined not niore than $5,0() or imprisoned not
more than ten years, or both.

(b) Any person not being so autlloriNd by this title or the regulations Issued
laursuant thereto, who shall have food stanpos ill his possession or under his
control, or tiny Ierson who haill use, transfer, or acquire food stamups in any
manner not authorized by this title, or the regulations issued Irsuant thereto.
or wilo shall buy, sell, or exchange food slanlip without being authorized to do
so by this title or regulations issued puirsunit thereto smlii be guilty of a mls-
dlelanor and shall, upon convict Ion tiereof. he fined not more thialn $5,000 or
inprisoned for not more than uite year, or both.

MISCU'I.lAN NOUS PROVISION s

Sc. 818. (a) Nothing in this title shall ie construed as Intending or justify-
Ing the lowering of standards of lailic tissistance.

(b) The value of food stanlils Iil ti'ided to nilly l(lItricillg houitsehold whihh
are li excess of tle price paid for sucl statues by illy Iarticipittilng household
shall not be deemed to be ineonie or resources for the purliose of sections
2(a) (7), 402(a) (7), 1002(a) (8), and 1402(a) (8) (if the Social Security Act, as
amended.

API'ROPIIATION13 AND FUNDB

SFo. 819. (a) There are hereby authorized 14) I, llllropriated such sutnis as
may be necessary to carry out tilt pUrposes of this title and tany part of much
appropriation may be transferred to and 1made a part of the special fund created
in subsection (b) of this section.

(b) The si1ms collected plUrsuaniiit to section son, of tells title for tile Issuance
to State agencies of food stalnps shall 1e deposited Into the Treasury of the
11111(41 Stales as a spetIVal fulid wititoilt fiscal year limitation to be alvilialile for
the redemption of such stanmp.

EFFIN1.'T ON OT'II111 ASHISTANCP 1'0OIANMI

So. 820. Any benefits received under this title sh1all not be de(mIned! to be
lilcomle or resources for tile l)lirloses of lilly )rOvisiolnh of tle Social S(curity
Act, nor shall such benefits le used to Justify tiny iecrease of ('11511 or other
benefits paid to any Individual by tiny State or lo'al sulidivlSlon thereof.

10. AMENDMENT 6-28-60-F-INTRODUCEI) BY SENATOR IIUMPIRIHY

STAFF ANALYSIS

Under old-age assistance, aid to the blind, ind aid to the permanently and
totally disabled programs the State mutst take into account all income and
resources (needs test). Amendment modifies this requirement so as to exempt
(1) the first $50 a month of earned income, (2) ownership of a home having an
assessed value of less than $5,000, (3) surplus food donated under the Cola-
modity Credit Corporation, and (4) the first $1,200 of personal property (defined
to exclude clothing, furniture, household equipllent, fuel, personal jewelry and
other personal effects), and also requires the State to disregard the ability of
family and relatives to provide support. (Similar provisions for the aid to
dependent children with slightly different earned Income exemptions.) Adds
a State plan requirement for all progralis that there be no discrimination on
account of sex In determining need. Reduces eligibility age to 02 for women
(now 65) for old-age assistance and amends residence provision so that the
maximum Imposed for all progranls cannot be longer than a year Immediately
preceding application. Provides for direct payments to persons who are not
eligible under State plans because of residence requirements, In the amount of
the Federal share of such assistance payllents. Requires States to have plas
approved under each of the public assistance titles before there will be any
Federal payments.
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('oWt.--()veralll cost 1iinlanown. LaIrg(st cost would cOllie from additional
persons invade eligible for laynments and no Information is available as to tile
size of this group. Only cost estimates which are available are on the following
two provisions.

The $50 a month Incomie exemption for ol-age assistance recipients, pres-
ently on the rolls-$15 million a year additional Federal expenditure.

Reduction of the qualifyingg age for old-age assistance for women-.55
million a year additional Federal expenditures.

Cost of other provisions undetermined.
'inacwi g.-Federal share paid out (if general revenue.

VIEWS OF )EPAITMENT OF IIEA.Tll, EDUCATION, AND WELFARE ON AMEND-
MENT 6-2,r-(;0--FHln. llmty P. BY111),

('hairmtan, ('ommiltec on Finance,
U.NS. ,snate, Washington, D.C.

I)sAa MR. C.nAIRMAN : This is in response to your request for a report on an
amiendment to 11.11. 12580 (designated as 6-29-60-F) intended to be )rolosed
by Senator Humphrey.

1. MODI FICATION OF INCOME-ANID-nESOURCES REQUIREMENT

The major proposal is to amend the public assistance titles to require the
States in making a deterhmatioh of need, to disregard certain earned Income
and other resources. The first $50 per month of earned Income would have to
be disregar(dd under titles I and XIV (as It now Is under title X). Under title
IV, the first $15 and $30 per month earned by the child and his "parent or guar-
dan," respectively, would have to be disregarded. In addition, tnnder each title,
the following resources would have to be disregarded : (a) ownership of a home
having an assessed value (less encunbrances) of $5,000, (b) the ability of the
individual's family and relatives to support him, (e) surplus foods provided from
Commodity Credit Corporation stocks, and (d) the first $1,200 in value (above
encumbrances) of personal property, as well as personal effects, and interment
plots or burial trust funds or insurance or contract rights not exceeding $500
In value; except that the amenlndients to title IV are limited to resources men-
tioned utinder (a) and (c) above.

The Inplication of this proposal for the public assistance program Is a serious
one. Public assistance Is designed to meet tie Individual's neel after his own
income and resources have been taken into consideration. It is the contributory
s5(wial insurance program that is designed to provide benefits on the basis of pre-
vious earnings (weighted in favor of the lower earnings brackets) and without
regard to the Inldlvidua's need. It Is hnportant that this distinction between tile
two programs be kept clear. The exemption of Income proposed In this amend-
ment Is unsouind lit priniellle In that it is inconsistent with the suipplementary na-
ture of the public assistance program and would tend to give the assistance pro-
gram some of the qualities of a pension. Moreover, the underlying assumption
of the proposal that it would generally help recipients achieve a higher stand-
ard of living Is erroneous. For the majority of people, with no earnings or
hope of earnings, enactment of this proposal could actually reduce the assistance
they are receiving. This could conie about by States giving aid to additional
people and increased aid to sonic people without increasing the State funds
appropriated. Thus, the few with earnings would be better off, by far, than the
many without earnings.

With respect to the provisions which would require exemption of certain re-
sources other than income, we believe that the States already have under present
law all the necessary latitude. The California old-age assistance plan, for ex-
ample, permits a recipient to retain a home with as much as $5,000 assessed value
less encumbrances, and personal property up to $1,200, The extent to which the
present aimendmitent goes raises serious question its to whether public assistance
would any longer be a genuine prograni of assistance based on Individual need.
Moreover, even If the amendment (lid not go beyond the now permissilble limits
of the income-and-resource clause, It would be objectionable In that it would
require the States to establish such exemptions, thus bringing additional persons
Into the States' public assistance programs without regard to the capacity of
many States to support adequate assistance payments to them. To establish
any such exemption as a Federal requirement seems to us to Impose Federal
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cont rols III it hiatter which sloillI lie left to the States within the Ihiinits of the
Iieselnt ihlcoi)e-l-!ld-rs, oil'. '5 rtjilulellret. Whai t is said below as to c'olalit

other proposals to ilose restrictions oi1 the States is also alllIlivable here.

2. OnTitR RESTTiC'FIONS ON STATE POLICY

Other provisions of this l'l'osal would amnend t lit' tibli' assistani'e titles
to I I) reqjuirc States; to have Idaiis ail)l'roved inuh' each of tile other Iliblie
itssistance titles InI order to receive Federal funds ut Ider ail y title; (2) r h'eire
tlhat tie State lplaulis be administered bty tile State igi11cy iI t lit political silb-
divisiots, Instead of lwruiittilng the Slit( age('y to lnljit Itself to sulPerv\isIoil of

lih iu(hlliltil' :ta ll ; (;3) nI'uqlllre St ate lu41i.is to oidt. algalls (l Ilsa'rilill:lt loll
based oin sex ill deterllniling fred; (4) reduce tile tige reiirenieutt for woalietl ill
old-ugO asNistallice frolm! (Mi to 612 years by lurohlliting tilt alujjru\val of a Staite
ilu tit Jliljoses lat age reqltteli'it ill excess of th('h retirement age under title

11; G?) reduce tile uXianiuml State residleice re(qlreu'e(t frotl 5 years to 1 year
it the program fo r the aged, lid, disabled; (6) ln'ovhlh to otherwise eligible
1 Vld til Is, u1ti1 they ha ve satisfied a State's residence rtuhi reiment, a direct
Federal payment equal to tile Federal share of the asslsta e' Inlyileit the Ill-
dlviduaI would have received If lie had satisfied such rt4luh rentiit ; (7) provide
for the withhohllng of' Federal funds If a lien or transfer (of any Interest hti the
houiio Is required as a condition of eligibility; and (8) IprovIde that iissstillee
paid Is for the iieeds of the recipient only and shall not be regarded as income
of ally otier person.

In addition, the so-called Jenner amendhment, relating to public access to State
public assistance records (see. 018 of the Revenue Act of 1951), would be re-
twialed, and tiny mnarking ol assistance check-, warrants, or envelopes that would
Indicate that tile recplent Is a needy person would be prohibited.

While we recognize that sonie of these provisoift iay lve a desirable ob-
jective, we are seriously concerned about the alnl)roach token in these aneid-
iiieats to the administration of public assistance uider the Social Security Act.
A itiior objectloin to a number of th e l)rovlslons Is the control they would
iuilOse upon the States through Federal law. Some of these provisions would
remove from the States the options they now have to determine the scope and
coverage of their programs. Another would Impose on all States a rigid pattern
of direct administration of the programs in the localities by the State agency,
rather titan pernilt the option of local administration miller supervision of the
State agency now available under the Federal act. Such amendments are In-
consistent with the basic responsibility of the States to define the conditions
that govern the administration of their programs, and with the principle that
Federal conformity requirements should be limited to those provisions which
are considered lndispensable to a genuine public assistance program based on In-
dividual need or which are otherwise essential from the point of view of the
national Interest in the program.

Most of the above-mentioned provisions would not seem to meet these tests.
Item 6, moreover, would introduce the undesirable innovation of direct Federal
assistance payments in order to meet a problem whih, we believe, should be re-
solved within the framework of the present system of State assistance programs.
We, therefore, do not believe that the l)roposed amendment offers a sound ap-
proach to the definition of the Federal role in public assistance under our system
of Federal-State cooperation iII this field.

For the above-stated reasons we recommend against enactment of the
amendment.
Tie Bureau of the Budget advises that it perceives no objection to the sub-

mission of this report to your committee.
Sincerely yours,

ROBERT A. FORHYTIIE,
A88Itait Secretary.
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Tux r or AMEND.MENT 6-2S-60-F

Intended to be proposed by 'Mr. hIuMPiREY to the bill (H.R. 12580), vlz: At the
end of the bill add the following new title:

TITLE I'IlI---I'UIILIC ASSISTANCE

1 II)IT TITL.E

S:c. 801. 'i'his title naiy be ciled as the "Ilhninnitarlan and Old-Age Rights
Act".

STATEMENT OF PU-IOSE AND POLICY

S:. 02. It Is lire pirpose of this title to provide linar effectively for the
protect lol, .iire,, a11l lissistillce of tihe peiilile of lit( United Stites whoi are in
Ilcd thereof, and to promote lhe welfare anud lhlsness of th, lwople of the
United States by providing public assistance to its needy and distressed. It is
Ihe pollhy of ie congress s tint ssistitntie nuder titles I, IV X, X,11d XIV of
IIe Soihll Svecurity Act, as amiend(d by t lits title, slll Ile idnIinistered promptly
and iunitine1y, wilh due regm-rd for the preserve tion of family lift and witlut
discrhni nItIiol oil tculit of race, religion, or lolitilca1 allilhlat.ion, inl that
tich assistance shall be so administered its to encourage self-respect, self-reliance,
and( the desire to bei a good citizen, useful to society. Titles 1. IV, X and XIV
of the S.aclal Security Act shall be liberally construed in order to carry out
this purpose and policy.

OLD-Ann ASSISTANCE

S:o. 903. (at (1) (A) Sectio 2(a) (1) of the Social Security Act Is inended
to read its follows: "11) provide that it shall be in effect III tIll political sub-
divisions of th State ;".

(1) Section 2(a) (3) of such Act Is amended to renid as follows: "(3) provide
for thi establishment or designation of a single State agency to administer the
plan;".

(2) Section 2(at (7) of such Act Is amended to read as follows: "(7) provide
that the State agency shall, in deterininig need, take into consideration any
other income and resources of an individual claiming old-age assistance; except
that, in making such determination, the State agency shall disregard (A) the
first $50 per month of earned income, (B) the ownership of such individual
(alone or with his or her spouse) of a home living an assessed value, less all
encumbrances of record thereon, of less than $5,000 (except to the extent that
lie is receiving rental Income therefrom), (0) the ability of such Individual's
family and relatives to provide for his support, (D) any donations of surplus
food which have been made to such Indivilual from stocks of the Commodity
Credit Corporation, and (E) the first $1,200 in value (over and above all en-
cmuhirances of record) of personal property owned by such individual;".

(3) Section 2(at) of such Act Is further amended by striking out the final
period and Inserting in lieu thereof a semicolon and the following: "and (12)
provihe that there will be no discrimination based on sex in detertninig the
needs of individuals receiving assistance under the plan."

(4) Section 2(a) of such Act Is further amended by adding after clause (12)
tho following new sentence: "For purposes of clause (7) (H), no life Insurance
policy shall ie valued at more than its present surrender value to the individual,
and the term 'personal property' shall not Include (1) the Individual's clothing,
furniture, household equipment, foodstuffs, fuel, personal Jewelry, or other
personal effects, or (ii) interment plots, ioney placed in trust or insurance for
funeral, interment, or similar expenses, or any contact rights connected there-
with, if such money, insurance, or contract rights do not exceed $500 in value."

(5) Section 2(b) (1) of such Act is amended to read as follows:
"(1) An age requirement at any given time of more than the age which at

such time constitutes retirement age for purposes of title II of this Act; or".
(0) Section 2(b) (2) of such Act is amended to read as follows:
"(2) Any residence requirement which excludes any resident of the State

who has resided therein continuously for one year immediately preceding the
allocation; or".

(b) The second sentence of section 1 of such Act is amended by inserting be-
fore the period at the end thereof a semicolon and the following: "but no payment
shall be made under this title to any State which has not also submitted, and
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had approved by the Secretary, State plans for assistance under titles IV, X,
and XIV".

(c) Section 4 of such Act Is amended by striking out "or" at the end of para-
graph (1), by adding "or" at the end of paragraph (2), and by inserting after
paragraph (2) the following new paragraph:

"(3) that in the administration of the plan there is imposed, as a condi-
tion of old-age assistance to any individual, a retluirement that such in-
dividual subject his home to a lien of any kind or transfer to the State agency
any interest in his lone;".

(d) Title I of such Act is amended by adding at the end thereof the following
new sections:

"Direct Payments to Individuals Not Satisfying Residence Requirements

"SEo. 7. If an individual, after making application for old-age assistance, Is
denied such assistance by the State agency solely because he does not satisfy the
residence requirements imposed under the State plan, and if such individual is not
entitled to old-age assistance by reason of )rior residence in another State, the
State agency shall promptly notify the Secretary of the fact that such individual
has made sulh application and would be eligible for old-age assistance if he
satlslil such requirements. The Secretary shall thereupon pay directly to such
individual for each month, beginning with the first month (after the month of
such individual's application) in which such individual would have been eligible
for old-age assstance if lie satisfied such residence requirements and ending with
the month preceding the first month in which lie satisfies such requirements, an
amount (as determined under regulations prescribed by the Secretary) equal
to the Federal Govermnent's proportionate share of the old-age assistance which
such individual would receive for such month if lie then satisfied such require-
ments.

"Assistance for Needs of Recipient Only

"SF c. 8. Assistance paid to tiny individual under this title is to assist him In
meeting his individual needs and is not for the benefit of any other person; and
such assistance shall not bh regarded as income of any person other than such
individual."

AID TO DEPENDENT CHTIA)REN

SEC. 804. (a) (1) (A) Section 402(a) (1) of the Social Security Act is amended
to read as follows: "(1) provide that it shall be in effect in all political sub.
divisions of the State;".

(B) Section 402(a) (3) of such Act is amended to read as follows: "(3)
provide for the establishment or designation of a single State agency to ad-
minister the plan ;".

(2) Section 402(a) (7) of such Act is amended to read as follows: "(7)
provide that the State agency shall, in determining need, take into consideration
any other income and resources of any child claiming aid to dependent children;
except that In making such determination the State agency shall disregard (A)
the first $15 per month of income earned by such child and the first $30 per
month of income earned by his parent or guardian, (B) the ownership by such
child (or by his parent or guardian) of a home having an assessed value, less
all encumbrances of record thereon, of less than $5,000 (except to the extent
that he is receiving rental income therefrom), and (C) any donations of surplus
food which may have been made to or for such child from stocks of tle Com-
modity Credit Corporation ;".

(3) Section 402(a) of such Act is further amended by striking out the final
period and inserting in lieu thereof a semicolon and the word "and", and by
adding at the end of the subsection the following new clause: "(13) provide
that there will be no discrimination based on sex in determining the needs of
itdividuals receiving assistance under the plan."

(b) The second sentence of section 401 of such Act is amended by inserting
before the period at the end thereof a semicolon and the following: "but no
payment shall be made under this title to any State which has not also sub-
mitted and had approved by the Secretary, State plans for assistance under
titles I, X, and XIV".
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(e') Setion ,10 si'i Act Is melided by strikdi olit "or" at the end of
paI.,Igl'|jh (1)M , Iy ;nIIz "or :iI I lit' viil I o p:Iit ral'Id1 (2), :llI by ineti Ihg after
)arllagrLallh (2) tilt- fllowhlig ,new p:iraigrllh

"(3) tim t II the zidii' n istration of the, plm thire Is I posed, a,; a con-
dition of 'i4 o I lly 4i it-lile hit ehil, a reqiireiienit thit such child (or his
pIrilt u ll ilrqi1nl) .,liJet I ' his (or" IliI) h(lil to it lien of alny kind or
rallsjfr 11 Ihlie S ll(te 1ig4villey any i itll ite.' il ll i h olll "

(d) Tilhe IV of 'silo\i kct i-, nlU(li(lIvd by w4hl g lit tie ellli Ihelviof the( follow-
lig Ine,\ 4( , l ll:

"D irect I'nyinelts to i)ep idvnt (Childrei ,ti Sottisfybig es R leite lequirellielits

"S:c. .10. If at delividet-1t ii Ihil, Ilfter Ilitkinlg lipplicafio for aid to (lepelldelit
('ihireii , is dell ( .sI hl Il(il by til, St, i at I('.ev y 5iely lit ,' l1.) hw doe.s IZot satisfy

it(' Isid( llv(' jl'C llir lt llIv llilt,I$4( id ildeI' l' e 1it( 111110, allI if sullh i (.1 l Is Iot
eli tled tO Ilid to (hel4ilttellt i(' l(',i ly lV l . ll lt" relloI ('tf5rioi('d i ll l other
81'1te, IOlwe ilt('ll, Li"hle3 siIIItI pIroly loltify thite Sec'tiary of the filet that suchchild lilts Illah: 811.h all loll Illi! woldh be eligible for stlehl Iid If lie sllistled
such requr'enlmits. The ,Ieretlry hal thervulnll pay (Illet1y to such child
for (ell 11onth, b9t'glllil-g withl the Il'st 151111t (after the luo(l Iig (J stclh child's
apill [ehat lo) Il which su(ih clild would vle icezi eligible for ald to deIlndwit
(hihl'l If lIe satistled such residelice re(qilreiielts m1d ending with tle ionthl
pre(elilg tile first Ilnolit lit whilh lie satisfies such requiiremiients, an llamiount
(lis deterlinled uider regulations prescribed by til Secretllry) equal to tile
Federal (overiiinent's plrolrtlow llt share of tile aid to dl)ell(lent chllren
whill sut'h child would receive for such nliitl If lie tlhen satisfied such require-
lllellts.

'

All) TO TIIS BLiIND)

Si0. St. (a) (1) (A) Section 102 (a) (1) of tile Social Security Act is i amended
to) read ats follows: "( 1) provide tlit it shill tie lit effect in till political sill-
(ilvsiolis of tie State ;".

(11) Section 1002(a) (3) of such Act Is amended to read as follows: "(3)
provide for the establisiment or designation of it single State agency to atminister
the plan ;".

(2) Section 1002(a) (8) of sue(h Act Is aitmended to read as follows: "(8) pro-
vide tlt the State igenicy shall, in delerminlllg need, take Into coiisideration
any otler Income and resources of an Individual lhililg aid to the blind ; except
that, in making su(ch deterlmnation, the State agency shall disregard (A) the
first $50 per month of earned liconie, (11) the ownership by such Individual
(alone or with his or her spouse) of a ll11e having ili assessed Value, less
till encumbrances of record thereon, of less than $5,000 (except to the extent that
lie is receiving rental Income therefrom), (C) the ability of such individual's
family and relatives to provide for his support, (1)) any donations of surplus
food which may have been made to such individual from stocks of the Com-
modity Credit Corporation, and (E) the first $1,200 in value (over and above
all encumbrances of record) of personal property owned by such individual;".

(3) Section 1002(a) of such Act is further amended by striking out the final
period and inserting in lieu thereof a semicolon and the following: "and (14)
provide that there will be no discrimination based oii sex in determining the
needs of Individuals receiving assistance under the plan."

(4) Section 1002(a) of such Act is further amended by adding after clause
(14) the following new sentence: "For purposes of clause (8) (E), no life in-
surance policy shall be valued at more than its present surrender value to the
individual, and the term 'personal property' shall not include (i) the individual's

clothing, furniture, household equipment, foodstuffs, fuel, personal Jewelry, or
other personal effects, or (Hi) Interment plots, money placed In trust or insurance
for funeral, Interment, or similar expenses, or any contract rights connected
therewith, if such loney, insurance, or contract rights do not exceed $500
in value."

(5) Section 1002 (b) (1) of such Act is amended to read as follows:
"(1) Any residence requirements which excludes any resident of the

State who has resided therein continuously for one year immediately preced-
Ing the application; or".

(b) The second sentence of section 1001 of such Act is amended by inserting
before the period at the end thereof a semicolon and the following: "but no
payment shall be made under this title to any State which has not also submitted,
and had approved by the Secretary, State plans for assistance under titles I,
IV, and XIV".
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(c) Section 1004 of such Act is amended by striking out "or" at the end of
paragraph (1), by adding "or" at the end of paragraph (2), and by inserting
after paragraph (2) the followilig new paragraph:

"(3) that in the administration of the plan there is imposed, as a condi-
tion of aid to any individual, a requirement that s zh i ,dividual subject
his home to a lieu of any kind or transfer to the State agency any interest
in his home ;".

(d) Title X of such Act is amended by adding at the end thereof the following
new sections:

"I)irect Payments to Individuals Not Satisfying Residence Requirements

"St:c. 100T. If an individual, after making application for aid to the blind,
is deied such aid by the State agency solely because he does not satisfy the
residence requirements imposed under the State plan, and if such individual is
not entitled to aid to the blind by reason of prior residence in another State,
the State agency shall promptly notify the Secretary of the fact that such in-
dividual has made such application and would be eligible for such aid if he
satisfied such requirements. The Secretary shall thereupon pay directly to
such individual for each month, beginning with the first month (after the month
of such individual's application) in which such individual would have been
eligible for aid to the blind if he satisfied such residence requirements and
ending with the month preceding the first month in which he satisfles such
requirements, an amount (as determined under regulations prescribed by the
Secretary) equal to the Federal Government's proportionate share of the aid
to the blind wlich such individual would receive for such month if he then
satisfied such requirements.

"Assistance for Needs of Recipient Only

"Sy:c. 1008. Assistance paid to any individual under this title Is to assist him
in meeting his individual needs and is not for the benefit of any other person;
and such assistance shall not be regarded as Income of any person other than
such Individual."

AID TO THE PERMANENTLY AND TOTALLY DISABLED

Sne. 800. (a) (1) (A) Section 1402(a) (1) of the Social Security Act is
amended to read as follows: "(1) provide that It shall be in effect in all political
subdivisions of the State;".

(B) Section 1402(a) (3) of such Act is amended to read as follows: "(3)
provide for time establishment or designation of a single State agency to ad-
minister the plan;".

(2) Section 1402(a) (8) of such Act Is amended to read as follows: "(8) pio.
video that the State agency shall, in determining need, take into consideration
any other income and resources of an individual claiming aid to the permanently
and totally disabled; except that, in making such determination, the State agency
shall disregard (A) the first $50 per month of earned income, (B) the owner-
ship by such individual (alone or with Ills or her spouse) of a home having an
assessed value, less all encumbrances of record thereon, of less than $5,000
(except to the extent that he is receiving rental income therefrom), (C) the
ability of such individual's family and relatives to provide for his support, (D)
any donations of surplus food which may have been made to such individual
from stocks of the Commodity Credit Corporation, and (E) the first $1,200 in
value (over and above all encumbrances of record) of personal property owned
by such individual ;".

(3) Section 1402(a) of such Act Is further amended by striking out the final
period and inserting in lieu thereof a semicolon and the following: "and (13)
provide that there will be no discrimination based on sex in determining the
needs of individuals receiving assistame under the plan."

(4) Section 1402(a) of such Act Is further amended by adding after clause
(13) the following new sentence: "For purposes of clause (8) (H), no life
insurance policy shall be valued at more than its present surrender value to the
individual, and the term 'personal property' shall not include (i) the individual's
clothing, furniture, household equipment, foodstuffs, fuel, personal jewelry,
or other personal effects, or (ii) interment plots, money placed in trust or in-
surance for funeral, interment, or similar expenses, or any contract rights con-
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nected therewith, if such money, Insurance, or contract rights do not exceed
$500 in value."

(5) Section 1402(b) (1) of such Act Is amended to read as follows:
"(1) Any residence requirement which excludes any resident of the State

who has resided therein continuously for one year immediately preceding the
application; or".

(b) The second sentence of section 1401 of such Act is amended by inserting
before the period at the end thereof a semicolon and the following: "but no
payment shall ie made under this title to any State which has not also sub-
mitted, and had approved by the Secretary, State plans for assistance under
titles I, IV, aind X".

(c) Section 1403 of such Act Is amended by striking out "or" at the end of
paragraph (1), by adding "or" at the end of paragraph (2), and by inserting
after iaragraph (2) the following new paragraph:

"(3) that in the administration of the plan there is imposed, as a condi-
tion of aid to any Individual, a requirement that such Individual subject
his home to a lien of any kind or transfer to the State agency any interest
in1 ils home ;".

(d) Title XIV of such Act Is amended by adding at the end thereof the fol-
lowing new sections:

"Direct Payments to Individuals Not Satisfying Residence Requirements

"SFc. 1406. If an Individual, after making application for aid to permanently
and totally disabled, ts denied such aid by the State agency solely because he
does not satisfy the residence requirements imposed under the State plan, and If
such Indlivilual Is not entitled to aid to the permanently and totally disabled by
reason of prior residence in another State, the State agency shall promptly
notify the Secretary of the fact that such Individual has made such application
and would be eligible for such aid if lie satisfied such requirements. The Secre-
tary shall thereupon pay directly to such Individual for each month, beginning
with the first month (after the month of such Indivilual's application) in which
such individual would have been eligible for aid to the permanently and totally
disabled if he satisfied such residence requirements and ending with the month
preceding the first month in which he satisfies such requirements, an amount
(as determined under regulations prescribed by the Secretary) equal to the
Federal Government's proportionate share of tihe aid to the permanently and
totally disabled which such individual would receive for such month if he then
satisfied such requirements.

"Assistance for Needs of Recipient Only

"Sue. 1407. Assistance pail to any Individual under this title is to assist him
In meeting his individual needs and is not for the benefit of any other person;
and such assistance shall not be regarded as income of any person other than
such individual."

MISCELLANEOUS PROVISIONS

SEC. 807. (a) As used In the provisions of the Social Security Act amended by
this title, the term "Secretary", except when the context otherwise requires,
means the Secretary of Health, Education, and Welfare.

(b) Section 618 of the Revenue Act of 1951 (relating to public access to State
public assistance records) is repealed.

(c) No check or warrant drawn In payment of assistance to any individual
under title I, IV, X, or XIV of the Social Security Act, and no envelope or other
outer covering therefor, shall bear any printing or marking which indicates or
implies that such individual Is Indigent or a pauper.

(d) The amendments made by sections 803(d), 804(d), 805(d), and 806(d)
shall apply with respect to months beginning after the date of the enactment of
this title. Section 807(b) shall apply with respect to payments to which the
States (including the agencies and political subdivisions thereof) become en-
titled after the date of the enactment of this title. Section 807(a) and 807(c)
shall take effect on the date of the enactment of this title. The remaining amend-
ments made by this title shall take effect on July 1, 1P0.
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20. AMENDMENT --2-30-G-INTIODUCED BY SENATOR HUMPHREY
(IDENTICAL WITH HIS BILL S. 1151)

STAFF ANALYSIS

Eligibility.-Individuals who are eligible to receive, but not necessarily re-
ceiving, social security old-age and survivors benefits (including dependents),
would be entitled to health benefits.

Benefita.-
(1) Hospital service-60 days per year.
(2) Nursing home services-120 days per year (less days of hospitalization).
Cost.-$2.17 billion per year, or 0.07 percent of payroll, on a level premium

basis.
$920 million per pear, or 0.44 percent of payroll, on an early year basis.
1,inatwin.-llenefits would be payable out of the old-age and survivors insar.

ance trust fund and would be financed by an Increase In the contribution rate
of both employer and employee of one-fourth of 1 percent and on the self-em-
ployed of three-eighths of 1 percent, beginning in 1961.

NoE.-iThe revenues derived from the tax Increases provided in the
amendment would amount to only 0.50 percent of payroll on a level premium
basis ; thus the amendment is underfinanced.

ViEws OF DEPARTMENT OF HEALThI, EDUCATION, AND WELFARE ON AMENDMENT
6-28-0-G INCLUDED IN FOLLOWING JOINT REPORT

The Department of Health, Education, and Welfare would recommend against
adoption of each of the following four amendments: amendment No. 1, 0-24-0-C
(Mr. McNamara), amendment No. 11, 6-27--60-F (Mr. Morse), amendment No.
20, 0-28-60-G (Mr. Humphrey), and amendment No. 27, 0-80-60-B (Mr. An-
derson). Each of these bills proposes to amend title VI of H.R. 12580 to add
health insurance benefits to the existing Federal old-age, survivors, and disability
insurance system. The reasons for this recommendation are as follows:

1. The proposed extension of the existing old-age, survivors, and disability
insurance system to encompass health insurance would make such Insurance
compulsory and would not be pinpointed to the need for aid In meeting the
cost of medical services. Under this approach, the individual would have no
opportunity to determine for himself the particular pattern for meeting the
threat of large medical expenses that best suits his own needs and desires. In
addition, by compulsorily extending health benefits to aged persons eligible for
old-age, survivors, and disability insurance, many persons would be included
who have the resources and the opportunity to obtain protection against long-
term or other expensive illnesses without Government help.

2. These amendments would establish an exclusively Federal program. This
administration has consistently endeavored, however, to strengthen our system
of Government by encouraging State and local governments to assume responsi-
bility for the many public needs which can be met through Federal-State part-
nership and by supporting programs to stimulate greater State and local effort
in areas of critical national concern. Health care for the aged is an area of
activity admirably suited to such a sharing of responsibility. In addition to
bolstering the underlying cooperative foundation of ofr Federal system, with
governmental powers divided between State and Nation, Federal-State partner-
ship places the control over daily program operations at the level of government
closest to the persons affected by the program. Thus, an individual's needs
may be more immediately and effectively reflected in the current operations and
the development of the program.

3. The approach proposed in the amendments would constitute a serious threat
to the orderly development of present retirement, survivorship, and disability
benefit features of the social security system.

The payroll tax for old-age, survivors, and disability insurance is already
scheduled ultimately to be 41/ percent each on employees and employers and
6.% percent on the self-employed. Further liberalization in retirement, sur-
vivorship, and disability benefits may call for additional revenues, which can
only come from increases in the payroll tax or increases in the earnings base,
or both. If health insurance as envisaged in these amendments were to be added
to the system, the payroll tax would need to be increased by a total of one-half
to 1 percent. As in the case of cash benefits, there would undoubtedly be in-
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sistentt demands for liuiroviag the me(lical benefits beyond those which van be
financed by tlie, tax increase for medIcial benefit purposes. lmcreases It aoth
liealth and cash lienelits would pla.e the ret irement, survivorship, ail( disability
porthllis of (lit systvii II competition wfllh ti health lineti s for available
ftl'nis, si.( thu reiveimw Iassilallit ies frot ii payroll tax are not Itt litless.

It ,I therefore fair btter to rv.svirve ite payroll taix for the rettirenent, suirvivor-
.lil, 11ti41 dlsilillty fatires of file still security system so that Ithe revenue
soll'v, is hot overbutrdenied. Wliatever tlie Governmient nee(Is to do Int lhe area
(if lieIth citre for tit, aigedi sloull le (lolle by tie a l llt n of general rev-
emities. Sulh alili)roatt rnit Wolhul provide for a more equitable listrltiiiton of
Owli il.' loaud 01ian ould a payroll tax ott ratings of $.i,.o)or less.

'l'T:xT or 02 860NI)IENTi' It-2.-fO (

Intended to be prolOsed by Mr. lltUMPtvIuY to the bill (I1.R. 12580), viz: Begin-
uIing on page 151, line 1, strike out all through line 18, on page 172, and
insert lit lieu thereof the following:

TITLE V I-IOSPITA IZA'TION ANI) NURSING INSURANCE

PART 1-AMENDAENTS To 'TI,'E II oF THE SOCIAL SECUItlTV ACT

SEc. (101. (a) Titie 1I of the Soial Se'urlIty Ac.'t is ianeuded by adilng after
section 225 the following new section :

"IlOsiIrAIIZATION AND NUISING INSURANCE

"E'ligibility for Insurance

"Si:c. 226. (a) (1) The cost of hospital or nursing home services furnished to
any indivhii (hulring aly nioith for which lie Is entitled to monthly benefits
tinder section 202 (whether or not sitch benefits are actually paid to im) or is
deeiied entitled to stitch benelits mnder the provlsions of paragraph 2, or the cost
of such services fturnlhed to him durtiig the niotli of his deatl where lie ceases
to be entitled by reason of his denth, shall, subject to the provisions of this see-
thon, be paid from the Federal Old-Age and Survivors Insurance Trist Fund to
the hospital or nursing home whih furnislied lin the services. Services to be
paild for In accordittce with tle provisions of this section include only services
lrovided lit the United States.

"i(2) For purposes of this section, (A) any Individual who would upon filling
application therefore, be entitled to monthly benefits for any month under see-
tion 202 shall, If lie files aPlication utider this section withili the thle limits
prlescrilbed lit sect ion 202(J) be deemied, for purposesi of this section only, to be
entitled to benefits for such month, (B) such Indivhidul shall, whether or not
lie files apl)lication under this section, lie deented to be entitled to benefits under
section 202 for such month for purposes of determilnig whether tile wife, hus-
band, or child of ,;ucli Iniidhhal comes within the provisions of clause (A)
hereof, and (C) any indivilual shall, for purposes of this section, be deemed
entitled to lienefits tinder section 202 If such Individual could have been deemed
under clause (A) or (B) of this paragraph to have been so entitled had he not
(]iedl during such month.

"(3) For purposes of paragraplh (2), an Individual's application under tills
section may, subject to regulations, be filed (whether such Individual Is legally
competent or Incompetent) by any relative or other person, including tie hos-
pital or nursing home furnishing tle hospital and nursing home services, and,
after such indilvidntll's death, hIs estate.

"(4) Payments iiay lie made for hospital services furnished under tils section
to an Individual during his first sixty days of hospitalization In a twelve-month
period that begins with the first day of the first month In which the Individual
received hospital services for which a payment is made under this section, and
during his first sixty days of hospitalization in each succeeding twelve-unonth
lieriod; and for nursing home services furnished tinder this section to an Indi-
vidual If the individual is transferred to the nursing home from the hospital,
and if thte services are for an illness or condition associated with that for which
ie received hospital services: Provided, That the number of days of nursing
home services for which payments may be made shall, In any twelve-month period
as described above, not exceed one hundred and twenty less the number of days
of hospital services (In the same twelve-month period) for which payments are
made under this section.
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"(5) The provisions of section 205 relating to the making and review of deter-

initations shall be applicable to deterlniultlons its to whether the costs of
hospital and nursing home services furnished all individual nay be paid for out
of tie Federal Olu-Age and Survivors Insurance Trust Fund under this sub-
section, and the amount of such payment.

"I)escriptimii of I.spital and Nursing lome Services

"(b) (1) For purposes of this section, the term 'hospital services' means the
following services, drugs, znd appliances furnished by a hospitall to any lmdvidiual
as it bed patient: bed tiId bioarl alld such nursing svrvlces, laboratory services,
llulliullce services, ist of olwinilg roolli, staff services, 1111d other services,

drugs, and alliances as are custonurlily furnished by such hospital to Its bed
palt enits either through Its own enaldoyees or through lerslls with who'll it has
nittd arilngeienits for such services, drugs, or alllces; tile tA.'lu 'hospital
services' Includes suli medical care a4s is gemierally furnished by hospitalls as an
essential part of hospital care for bed lmihnis; such term shall Include care iI
hospItuis described II iaiagralli I I) o1' sullse.ion (d) ; such terin shall not
ilclude care in any tuberculosis or inemlli hosltal.

"(2) The term Inursing honne services' means skilled nursing care, related
medical and Ptrsonal services, anal accompanying bed amid board furnished by a
facility which Is equipped to provih such serves, and (A) wliich Is operated in
coniectiom with it hospital, or (11) in which sucli skilled nursing care and medi-
cal services are irescilbed by, or ar'e perfornlled under Ihe geltralt direction of,
persons licelised to practilce Ilnid.le or surgery 12 tile State.

"Pree Cli'ce by Patlenmt

"(c) (1) Anay Individual referred to i2 paragraphs (1) and (2) of 'llbsectioul
(it) 1111y obtain the hospital or nIlursing homue services for wh'ich payllielt to the
hospital or nursing ho-ne is provided by this -ction from any hospital or nursing
hoitoe which ias entered into an agrepllent, under this sect loll, wiceh adllits su(h
Individual and to which such Individual has been referred by it physlcila or (in
the case of hospital or nursing hoe services furnished li conjunction with oral
surgery) dentist licensed by the State lIm which such indivilual resides or the
hospital or nursing hom Is located, upoi a determination by the physilan or
dentist that hospitiulizatton or nursing homne care for such individual is medically
necessary; except that such referral siall not be required in an emergency
situation which makes such a requirement imlractical.

"(2) Regulations under this section shall provide for payments (in suct
amounts and upon such conditions as may be prescribed in such regulations) to
(A) hospitals for hospital services rendered in emergency situations to individ-
uals referred to In paragraphs (1) and (2) of subsection (a) by hospitals which
have not entered Into an agreement under this section.

"Agreements With Hospitals and Nursing HIomes

"(d) (1) Any institution (other than a tuberculosis or mental hospital) sh1al1
be eligible to enter into an agreement for payment from the Federal Old-Age and
Survivors Insurance Trust Fund of the cost of hospital or nursing home services
furnished to individuals referred to In paragraphs (1) and (2) of subsection (a)
if it is licensed as a hospital or nursing home pursuant to tile law of the Stete In
which it is located.

"(2) Each agreement with a hospital under this section shall cover all hos-
pital services included under subsection (b) (which services shall be listed in tile
agreement), shall provide that such services shall be furnished in semiprivate
accommodations if available unless other accommodations are required for
medical reasons, or are occupied at the request of the patient, shall be made
upon such other terms and conditions as are consistent with the efficient and
economical administration of this section, and shall continue in force for such
period and be terminable upon such notice as may be agreed upon.

"(3) An agreement with a hospital or nursing home under this section shall
provide for payment, under the conditions and to the extent provided in this
section, of the cost of hospital and nursing home services which are furnished
individuals referred to in paragraphs (1) and (2) of subsection (a) provided
that no such paynlent shall be made for services for which the hospital or nursing
home line already been paid (excluding payments by such Individuals for whieh
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reimbursement to them by the hospital has been assured) ; but no such agree-
meat shall provide for payment with respect to hospital or nursing home services
furnished to all individual unless the hospital or nursing home obtains written
certification by the physician (if any) who referred him pursuant to subsection
(c) that his hospitalization or care in the nursing home was medically neces-
sary and, with respect to any period during which such services were furnished,
written certification by such individual' attending physician during that period
that such services were medically necessary. The amount of the payments under
any such agreement shall be determined on tile basis of the reasonable cost in-
curred by tile hospital or nursing home for tll bed patients, or, when use of such
a imsi Is iimpractical for the hospital or nursing home or inequitable to the
institution or the Federal Old-Age and Survivors Insurance Trust Fund, on a
reasonably equivalent basis which takes account of pertinent factors with
respect to services furnished to Individuals referred to in paragraphs (1) and (2)
of subsection (a). Any Hitch agreement shall preclude the hospital or nursing
ho1m with which the agreement is made from requiring payments from individ-
uals for services, payment of the cost of which Is provided by this section after
It has been notified that tile cost of such services Is payable from tihe Federal
Old-Age and Survivors Insurance Trust Fund, except that it may require pay-
ments from such Individuals for tile additional cost of accommodations occupied
by them at their request which are more expensive than semiprivate accoili-
modations.

"(4) Except as provided by regulation, no agreement may provide for pay-
ments (A) to tiny Federal hospital, or to any other hospital for hospital services
which is obligated by contract with tile United States (other than an agreement
under this section) to furnish at the expense of the United States, or (B) to any
imspital for hospital services which It is required by law or obligated by con-
tract with a State or subdivision thereof to furnish at public expense except
where the eligibility of the individual for such services Is determined by applica-
tion of a um1eamns test.

"(5) No supervision or control over the details of administration or operation,
or over the selection, tenure, or compensation of personnel, small be exercised
under tile authority of this section over tany hospital or nursing home which has
entered into all agreement under this section.

"(6) Agreements under this subsection shall be made with the hospital or
irsing home providing the services, but this paragraph shall not preclude

representation of such institution by any individual, association, or organization
alliorizt-d by tIme Institution to act on Its behalf.

"(7) Except to the extent tie Secretary has made provision pursuant to
subsection (i) for the making of payments to hospitals and nursing homes
by a private nonprofit organization, he slil from time to time determine the
amiouint to b,3 paid to such provider of service under all agreement with respect
to services furnished, and sl1ll certify such amount to tile managing Trustee of
the Federal Old-Age and Sulrvivors Insurance Trust Fund, except that such
amount shall, prior to certification, be reduced or increased, as tile case may be,
by any su11 by which tile Secretary finds that ,the amount paid to tile provider
of services for any prior period was greater or less than the amount which
should have been pail to It for such period. The Managing Trustee, prior to
audit or settlement by the General Accounting Office, shall make payment
from tho Federal Old-Age and Survivors Insurance Trust Fund, at the time
or times fixed by the Secretary, in accordance with such certification.

"Nondisclosure of Information

"(e) Information concerning an individual, obtained from hih or from ally
physician, dentist, nurse, hospital, nursing home, or other person pursuant to or
as a result of the administration of this section, shall be held confidential
(except for statistical purposes) and shall not be disclosed or be open to
l)ublic inspection in any manner revealing the Identity of tile Individual or other
person from whom the information was obtained or to wolo the information
pertains, except as may be necessary for the proper administration of this
section. Any person who shall violate any provision of this subsection shall
be deemed guilty of a misdemeanor and, upon conviction thereof, shall be
l)unished by a tine not exceeding $1,000 or by imprisonment not exceeding one
year, or both.
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"Hospital Services Dnder Workmen's Compensation

"(f) The provisions of subsection (a) shall not be applicable to any services
which an individual required by reason of any injury, disease, or disability on
account of which such services are being received or the cost thereof paid for,
or upon application therefor would be received or paid for, under a workmen's
compensation law or plan of the United States or of any State, unless equitable
reimbursement to the Federal Old-Age and Survivors Insurance Fund for the
payments hereunder with respect to such services have been made or assured
pursuant to agreements or working arrangements negotiated between the Sec-
retary and the appropriate public agency. Notwithstanding the above sentence,
If (1) the individual's entitlement to receive such services (or to have the
cost thereof paid for) under such a workmen's compensation law or plan is in
doubt when such services are required, (2) the cost of such services is otherwise
payable from the Federal Old-Age and Survivors Insurance Trust Fund pursuant
to this section, and (3) the Individual makes an appropriate application under
such workmen's compensation law or plan and agrees, in the evifft that he is
subsequefltjtittermined to be entitled to receive such services (or to have the
cost thereof paid for) under such law, to reimburse the Federal Old-Age and
Survivors Insurance Trust Fund In the amount of any loss it might suffer through
its payment for such services, then the cost of such services may be paid from
such Trust Fund In accordance with this section. In any case in which the
cost of services is paid from the Federal Ol-Age and Survivors Insurance Trust
Fund pursuant to the immediately preceding sentence, or is paid from such
Trust Fund with respect to any such injury, disease, or disability for which no
reimbursement to such Trust Fund has been made or assured pursuant to the
first sentence of this subsection, the United States shall, unless not permitted
under the law of the applicable State (other than the District of Columbia)
be subrogated to all rights of such individual, or of the provider of services
to which payments under this section with respect to such services are made,
to be paid or reimbursed pursuant to such workmen's compensation law or plan
for such payments. All amounts recovered pursuant to this subsection shall
be deposited in the Treasury of the United States to the credit of the Federal
Old-Age and Survivors Insurance Trust Fund.

"Regulations and Functions of Advisory Council

"(g) All regulations specifically authorized by this section shall be prescribed
by the Secretary. In administering this section, the Secretary shall consult with
a National Advisory Health Council consisting of the Commissioner of Social
Security, who shall serve as Chairman ex officio, and eight members appointed
by the Secretary. Four of the eight appointed members shall be persons who
are outstanding in fields pertaining to hospitals and health activities, and the
other four members shall be appointed to represent the consumers of hospital
and nursing home services, and shall be persons familiar with the need for sucl
services by eligible groups. Each appointed member shall hold office for a term
of four years, except that any member appointed to fill a vacancy occurring prior
to the expiration of the term for which his predecessor was appointed shall be
appointed for the remainder of such term, and the terms of office of the members
first taking office shall expire, as described by the Secretary at the time of
appointment, two at the end of the first year, two at the end of the second year,
two at the end of the third year, and two at the end of the fourth year after the
date of appointment. An appointed member shall not be eligible to serve con-
tinuously for more than two terms but shall be eligible for reappointment if he
has not served immediately preceding his reappointment. The Council is author-
ized to appoint such special advisory and technical committees as may be useful
in carrying out Its functions. Appointed Council members and members of
advisory or technical committees, while serving on business of the Council, shall
receive compensation at rates fixed by the Secretary, but not exceeding $50 per
day, and shall also be entitled to receive an allowance for actual and necessary
travel, and subsistence expenses while so serving away from their places of
residence. The Council shall meet as frequently as the Secretary deems neces-
sary, but not less than once each year. Upon request by three or more members
it shall be the duty of the Secretary to call a meeting of the Council.
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"Utilization of Privnte Nonprofit Organizations

"(h)(1) The Secretary may utilize, to the extent provided herein, the
services of private nonprofit organizations exempt from Federal income taxation
umller soctilin 101 of the Intermil 1ltventie Code whieh (A) represent qualified
providers of hospital or nursing home services, or (B) operate voluntary Insur-
ance plans under which agreements, sinilar to those provided for under sub-
section d), are made with hospitals and nursing homes for defraying the cost
of services. Such organizations shall be utilized by the Secretary to the extent
that lie can make satisfactory agreements with them and to the extent he deter-
mines that such utilization will contribute to tie effective and economical admiln-
lstratihn of this section. Such agreements shall not delegate (A) his functions
relating to (leterminations as to whether the costs of hospital and nursing home
services furnished an individual may 1)e paid for out of the Federal Old-Age
nid Suirvivors Insurance Trust Fund ln(ler tills section and the amount of such
payment, and (B) his functions relating to the making of regulations.

"(2) An agreement under paragraph (1) shall provide for payment from the
Federal Old-Age atid Survivors Insurance Trust Fund to the organization of the
amounts paid out by such organizaijuno4lhesptuJ tnd nursing homes under
this section and of till' cost of oulnifistration determtTlml by the Secretary to he
necessary and proper for tqrylng out such organization tp--nct ions under its
agreement Iursivnt to tli I subs.ectilon. Such paYments to any oNkanization shall
he made either in ad ice on the basis of estimates by the , cretary or Its
reimbursement, as mpf y be agreed upon by 10 we rganlizatlon aln( t ) Secretary,
and adjustments lufly be 1iiutde In libqueit paya m-Ot on account overpay-
ineats or underitlil'ents previpolY ti (to to the organil nation under tli subsee-
tiou. Such pay tents sliill 1 W tidebly tit Mana , g Trustee of t Trust
Fund on ,ertili ition by tlhr',.eretary ld at tch tjne or tintts ahs tie SC retary
may specify id shall be made prloj t--audIt 6r settleeat hy the neral
Accounting O ce. _ .. /" : /;-"

"(3) An a -eetlent under paragrli (1 ith ly or0 anizal Ion may r uire
any of Its off lers or employees cert ifyg pa.Vients d( Ihursin funds plrl. tant
to the agree lent, or otputwise pat ipa tdn in its e formane, to give si rety
bond to the tilted Sta tes lir.ueli tint 11 tho Sec et ry may ileem neces. ry,
and may lpro ole for th payment 4f th Titst* ot se ond from/the Federal Id-
Age and Sur ivors Insur nce Tru. und.

"(1) (1) No individual ,iiated byh't-e eta pursuant o an agr ment
under this sect i, as a certifying officer saL , In th absence o gross ne Igence
or Intent to def lld tile United Staie li ble wi h respe to any p yments
certified by hil uh der this sectlop-"

"(2) No dlisbur g officer shQjl in the abs nce of ;s negligene or intent
to (defraudl the Unitqd States, be'lifle-w "v"j respect to any payment by hint
under tis section If ltkwas based upon a voucher signed by a certyng ofce
designated as provided lhp, ragraph (1).

"6Adj'uistunents In Cash Benefit

"(j) For purposes of section 204, an-y--p--fient under this to any
hospital or nursing home, with respect to hospital or nursing loee services
furnished an individual shall be regarded as a payment to such individual."

(b) The amendments made by subsection (a) shall be effective on the first
day of the twelfth calendar month after the month in which this Act is enacted.

(c) Notwithstanding the provisions of section 226(a) (2) of the Social Security
Act, as amended hy this Act, and subsection (b) of this section, application filed
under such section 226 which would otherwise be valid shall, subject to regula-
tions of the Secretary, be considered valid even though filed more than three
months prior to the effective date of this Act, but not if filed prior to the first
day of the fourth calendar month after the month in which this Act is enacted.
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PART 2-AmaNDMENTS TO TilE INTERNAL REVENUE CODE OF 1954

CHANMiER IN T.-.x SciEIi. s

o ELFrEM1'LOYMENT INCOME TAX

SEC. 610. (a) Section 1401 of the Internal Revenue Code of 1954 (relating to
rate of tax on self-employment income) is anended to read as follows:
"SEC. 1401. RATE OF TAX.

"In addition to other taxes, there shall be imposed for eaech taxable year, on
the self-employment Income of every individual, a tax as follows:

"(1) In the case of any taxable year beginning after December 31, 1958,
and before January 1, 1900, the tax shall be equal to 3-)' percent of the
amount of the self-emplloym.ent ilicome for sueh taxable year;

"(2) In the case of any taxoble year bt-ginning after L'cember 31, 1959,
and before January 1, 19;3, the tax shall be equal to 4% percent of tile
amount of the self-employmuent Income for such taxable year;

"(3) in the ca.% of any taxable year begiinig after )ecember 31, 1902, and
before January 1, 1966, the tax smll he equal to 5%. percent of the amount
of the self-employment income for such lAixaible year;

"(4) In the case of any taxable year eginnijig after December 31, 1965,
and before January 1, 1916), the tax shall e equal to 6'1.' percent of the
amount of the self-employment Income for such taxable year; find

"(5) In the case of any taxable year beginning after December 31, 1968,
the tax shall be equal to 71/4 percent of the amount of the self-employment
income for such taxable year."

TAX ON EMPLOYEES

(b) Section 3101 of such Co4de (relating to rate of tax on employees under the
Federal Insurance Contributions Act) is imnded to read as follows:
"SEC. 3101. RATE OF TAX.

"In addition to other taxes, there is hereby imposed on the income of every
Individual a tax equal to the following percentages of the wages (as declined in
section 3121(a)) received by him with respect to employment (as defined in
section 3121(b))-

"(1) with respect to wages received during the calendar year 1959, the
rate shall be 2% percent;

"(2) with respect to wages received during the calendar years 1960 to 1962,
both inclusive, the rate shall be 3Y4 percent;

"(3) with respect to wages received during the calendar years 1963 to
1965, both Inclusive, the rate shall be 3% percent;

"(4) with respect to wages received during tile calendar years 1966 to,
1968, both inclusive, the rate shall be 4:/4 percent; and

"(5) with respect to wages received after December 31, 1968, the rate
shall be 4% percent."

TAX ON EMPLOYERS

(c) Section 3111 of such Code (relating to rate of tax on employers under the
Federal Insurance Contributions Act) Is amended to read as follows:
"SEC. Sill. RATE OF TAX,

"In addition to other taxes, there is hereby imposed on every employer an
excise tax, with respect to having individuals in his employ, equal to the follow-
ing percentages of the wages (as defined in section 3121(a)) paid by him with
respect to employment (as defined in section 3121((b) )-

"(1) with respect to wages paid during the calendar year 1959, the rate
shall be 2h percent;

"( ) with respect to wages paid during the calendar years 1960 to 1902,
both inclusive, the rate shall be 33/4 percent;

"(3) with respect to wages paid during the calendar years 1963 to 1965,
both inclusive, the rate shall be 3% percent;

"(4) with respect to wages paid during the calendar years 1966 to 1968,
both inclusive, the rate shall be 41/4 percent; and

"(5) with respect to wages paid after December 31, 1968, the rate shall
be 4% percent."

58387-60-34
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21. AMENDMENT 6-29-60-AA-INTRODUCED BY SENATOR HARTKE

STAFF ANALYSIS

Increases the social security earnings limitation from $1,200 to $3,600 per
year.

Co8t.-$2.56 billion per year, or 0.79 percent of payroll, on a level-premium
basis.

Fiazncign.-No tax Increase provided in amendment for additional cost of the
program.

VIEws or DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE ON
AMENDMENT 6-29-60-AA

See Joint report on page 480.

TEXT OF AMENDMENT 6-29-60-AA

Intended to be proposed by Mr. HARTKE to the bill (H.R. 12580), viz: On page
80, between lines 3 and 4, insert the following new section:

TO INCREASE TIE EARNED INCOME LIMITATION

SEC. 211. (a) (1) Paragraphs (1) and (2) of subsection 203 of the Social
Security Act are amenl ed by striking out "$1,200" whenever It appears therein
and inserting in lieu thereof "$3,600", and (2) such paragraphs and paragraph
(1) of subsection (g) of such section are amended by striking out "$100 times"
whenever it appears therein and insertig In ieu thereof "$300 times".

(b) The amendments made by subsection (a) shall be effective, in the case
of any individual, with respect to taxable years of such individual ending after
1960.

22. AMENDMENT (-29-60---BB-INTRODUCED BY SENATOR HARTKE
(IDENTICAL TO NO. 9, G-27-60-13, INTRODUCED BY SENATOR
KEATING)

STAFF ANALYsIs

Eliminates the social security earnings limitation (now $1,200 per year).
(fost.-$3.24 billion per year or 1 percent of payroll, on a level-premium basis.
l'inancing.-No tax increase provided for additional cost of the program.

VIEws or DEPARTMENT or HEALTH, EDUCATION, AND WELFARE ON

AMENDMENT 6-29-60--BB

See Joint report on page 480.

TEXT or AMENDMENT 6-29-60--BB

Intended to be proposed by Mr. IIARTKE to the bill (H.R. 12580), viz: On page
80, between lines 3 and 4, insert the following new section:

REMOVAL OF TIE EARNED INCOME LIMITATION

SEC. 211. (a) Subsections (c), (e), (g), (J), and (k) of section 203 of the
Social Security Act are repealed.

(b) Subsection (b) of such section 203 Is aineuded by (1) striking out "Work
or" in the heading, and (2) striking out paragraphs (1) and (2) thereof.

(c) (1) The first sentence of subsection (d) of such section 203 is amended
by striking out "subsections (b) and (c)" and inserting in lieu thereof "subsec-
tion (b)".

(2) The second sentence of such subsection (d) is repealed.
(d) Subsection (f) of such section 203 is amended by (1) striking out "or

(c)" each time it appears therein, and (2) by striking out "(other than an event
specified in subsection -bi (1) or (c) (1))".

(e) Paragraph (1) of subsection (h) of such section 203 is amended by
striking out ", (f), or (g)" and inserting in lieu thereof ", or (f)".

(f) Subsection (1) of such section 203 is amended by striking out "or (g)
(1) (A)".
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(g) Paragraph (1) of subsection (n) of section 202 of the Social Security
Act is amended by striking out "Section 203 (b) and (c)" and inserting in lieu
thereof "Section 203 (b)".

(h) Paragraph (7) of subsection (t) of section 202 of the Social Security
Act is amended by striking out "Subsections (b) and (c)" and inserting In lieu
thereof "Subsection (b)".

(I) Paragraph (3) of section 208(a) of the Social Security Act Is hereby
repealed.

(j) The amendments made by subsections (a) through (h) of this section
shall apply only with respect to benefits payable for months beginning after the
month in which this Act is enacted, and the amendment made by subsection (I)
of this section shall become effective on the first day of the month after the
month in which this Act is enacted.

23. AMENDMENT 6-29-6-CC--INTRODUCED BY SENATOR HARTKE

STAFF ANALYSIS

Provides that a State agency, under the aid to the blind program, may dis-
regard up to $1,000 per year of net earned income in determining need up to
June 30, 1961. After this (late the State agency must disregard this amount.
Under present law the first $50 per month of earned income must be disregarded.

ost.-Additional cost to Federal Government of $60,000 a year for individuals
already on rolls. No estimate as to persons who would be made newly eligible.

Finanoing.-Federal share paid out of general revenue.

ViEws OF DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE ON
AMENDMENT 0-28--60--CC

July 11, 1960.
Hon. HARRY F. BYRD,

Chairman, Committee on Finance,
U.S. Senate, Wa8hington, D.C.

DEAR MR. CHAIRMAN: This is in response to your request for a report on an
amendment to H.R. 12580 (designated as 6-29-60-CC) intended to be proposed
by Senator IHartke.

The significant effect of the additional exemption of income as provided In
the amendment would be to make eligible many of the employed blind persons
who do not now qualify for payments under the State programs established
under title X of the Social Security Act. Also, some persons now receiving
assistance whose earned income in excess of $50 has been considered under the
present law would be eligible for increased payments.

The implications of this amendment for public assistance are serious. An
essential characteristic of aid to the blind under title X, like the other public
assistance programs, is that need be determined on an individual basis, taking
income and resources Into account. It is the contributory social insurance
program that is designed to provide benefits based on previous earnings and
without regard to the individual's need. This basic distinction between assist-
ance and insurance Is Inherent to the Social Security Act. Special considera-
tion has been given the needy blind by the Congress in requiring an exemption
of $50 per month of earned income. The exemption of more income as pro-
posed in the amendment Is inconsistent with the nature of the public assistance
program as supplementary to the individual's resources and income, could in-
crease pressures for exemptions of income in the other public assistance titles,
and would tend to give the program some of the qualities of a pension. The
majority of blind persons have no earnings or hope of earnings. The enactment
of the amendment may actually reduce the amount of assistance they are re-
ceiving. This could come about by States giving aid to additional people and
Increase aid to some people without increasing State funds appropriated.

We would therefore recommend that this amendment not be enacted by the
Congress.

The Bureau of the Budget advises that It perceives no objection to the sub-
mission of this report to your committee.

Sincerely yours,
ROBERT A. FORSYTHF, Assistant Heoretary.
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TEXT OF AMENDMENT 6-29-60-CC

Intended to b),, proposed by Mr. IIAIcTKE to the bill (H.R. 12580), viz: At the
end of the bill add the following new section:

AID TO THE BLIND

Si:c. 710. (a) Effective for the period beginning with the first (lay of the
calendar quarter which begins after the date of enactment of this Act, and
ending June 30, 1011, clause (8) of section 1002(a) of the Social Security Act
is amended by adding before the semicolon it the end thereof the following:
"and may disregard not to exceed the first $1,000 per annum of net earned
lni1''o".

(b) Effective July 1, 1961, clause (8) of such section 1002(a) is amended
to read as follows: "(8) provide that the State agency shll], in determining
need, take into consideration tny other income and resources of an individual
cl0:iuuing aid to tie, blind : except iht, in linking s uch determnmtion, the Stato
agency shall disregard the first $1,000 per anuum of net earned income;".

24. AMENDMENT G-29-60-X-INTROI)i:CED BY SENATOR IIARTKE
IDENTICAL TO THE FOLLOWING AMENDMENTS: NO. 8, 6-27-60--A, IN-
TRODI.('ED BY SIENATOI'? KEATN(#; NO. 13, 6-27-60-I. INTRODI'CEI)
BY SENATOR SCIIOE1'l'EIL; AND NO. 16, 6-28-60-C, INTRODUCED BY
SENATOR IlU3PIIREY)

STAFF ANALYSIS

Increases the social security earnings limitation from $1,200 to $1,800 er year.
tiost.-$616 million per year, or 0.19 percent of payroll, on a level premliuil

basis.
Fiancing.-No tax increase provided to cove i. added cost to prograin.

VIEWS OF DEPARTMENT OF IEAITH, EDUCATION, AND WEI.FARE ON AMENDMENT

6-29-60-X

See Joint report on page 480.

TEXT OF AMENDMENT 6-29-60-X

Intended to be proposed by Mr. HARTKE to the bill (H.R. 12580), viz: On page,
80, between lines 3 and 4, insert the following new section:

TO INCREASE THE EARNED INCOME LIMITATION

SEC. 211. (a) (1) Paragraphs (1) and (2) of subsection 203 of the Social
Security Act are amended by striking out "$1,200" whenever it appears therein
and inserting in lieu thereof "$1,800", and (2) such paragraphs and paragraph
(1) of subsection (g) of such section are amended by striking out "$100 times,"
whenever it appears therein and inserting in lieu thereof "$150 times".

(b) The amendments made by subsection (a) shall be effective, in the case of
any individual, with respect to taxable years of such individual ending after
1960.

25. AMENDMENT 6-29--60-Y-INTRODUCED BY SENATOR HARTKE.
(IDENTICAL WITH AMENDMENT 10, 6-27-60-E, INTRODUCED BY
SENATOR JAVITS)

STAFF ANALYSIS

Increases the social security earnings limitation from $1,2000 to $2,400 per
year.

0ot.-$1.33 million per year, or 0.41 percent of payroll, on & level premiunt
basis.

Pinanoing.-No tax increase provided for additional cost of tile program.
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VIEWS OF DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE ON AMENDMENT
6-29-60-Y

See joint report on page 480.

TEXT OF AENDMENT 6-29-40-Y

Intended to be proposed by Mr. HARTHE to the bill (H.R. 12580), viz: On page
80, between lines 3 and 4, insert the following new sections:

TO INCREASE THE EARNED INCOME LIMITATION

SEC. 211. (a) (1) Paragraphs (1) and (2) of subsection 203 of the Social
Security Act are amended by striking out "$1,200" whenever it appears therein
and inserting In lieu thereof "$2,400", and (2) such paragraphs and paragraph
(1) of subsection (g) of such section are amended by striking out "$100 times"
whenever it appears therein and inserting in lieu thereof "$200 times".

(b) The amendments made by subsection (a) shall be effective, in the case of
any individual, with respect to taxable years of such individual ending after
1060.

26. AMENDMENT 0-29-60-Z--INTRODUCED BY SENATOR HARTKE

STAFF ANALYSIS

Increases the social security earnings limitation from $1,200 to $3,000 per
year.

Cost.-$2.041 million per year, or 0.03 percent of payroll, on a level premium
basis.

_,inawning.-No tax increase provided in amendment for additional cost of the
program.

ViEWs OF DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE ON AMENDMENT
6-29-60-Z

See joint report on page 480.

TEXT OF AMENDMENT 6-29-60-Z

Intended to be proposed by Mr. HARTKE to the bill (H.R. 12580), viz: On page 80,
between lines 3 and 4, insert the following new sections:

TO INCREASE THE EARNED INCOME LIMITATION

SFC. 211. (a) (1) Paragraphs (1) and (2) of subsection 203 of the Social
*Security Act are amended by striking out "$1,200" whenever it appears therein
and inserting in lieu thereof "$3,000", and (2) such paragraphs and paragraph
(1) of subsection (g) of such section are amended by striking out "$100 times"
-whenever it appears therein and inserting in lieu thereof "$250 times."

(b) The amendments made by subsection (a) shall be effective, in the case of
any individual, with respect to taxable years of such individual ending after
1900.

27. AMENDMENT 6-30-60-B--INTRODUCED BY SENATOR ANDERSON

FOR HIMSELF AND SENATORS HUMPHREY AND McCARTHY

STAFF ANALYSIS

Bllgibility.-Individuals age 68 and over who are eligible to receive, but not
necessarily receiving, social security old-age and survivors insurance benefits
would be entitled to health benefits.

Benefits.-
1. Hospital services, 365 days with an Initial deductible amount of $75, re-

peated after 24 days.
2. Skilled recuperative nursing home services, 180 days.
S. Visiting nurse services, 365 days.
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Cost.-$1.55 billion per year, or 0.48 percent of payroll, on a level premlun
basis; $630 million per year, or 0.30 percent of payroll on an early year basis.

Financing.-Benefits would be payable out of a medical insurance account in
the old-age and survivors insurance trust fund, established for this purpose, to
be financed by an increase in the contribution rate on both employer and em-
ployee of one-fourth of 1 percent, and on the self-employed of three-eighths of 1
percent, beginning in 1901.

NoTr.-The revenues derived from the tax increases provided in the
amendment would amount to 0.50 percent of payroll on a level premium
basis; thus, the amendment is fully financed.

ViEWS OF DEPARTMENT OF HEALTH, EDUCATION, AND WELFARE ON AsMENDMENT
G-30-60-B INCLUDED IN FOLIAWING JOINT REPORT

The Department of Health, Education, and Welfare would recommend against
adoption of each of the following four amendments: Amendment No. 1, 6-24-60-
C (Mr. McNamara) ; amendment No. 11, 6-27-60-F (Mr. Morse) ; amendment
No. 20, -28-60-0 (Mr. Humphrey); and amendment No. 27. 6-30-60-B (Mr.
Anderson). Each of these bills proposes to amend title VI of H.R. 12580 to add
health insurance benefits to the existing Federal old-age, survivors, and disability
insurance system. The reasons for this recommendation are as follows:

1. The proposed extension of the existing old-age, survivors, and disability
insurance system to encompass health insurance would make such insurance com-
pulsory and would not be pinpointed to the need for aid in meeting the cost of
medical services. Under this approach, the individual would have no oppor-
tunity to determine for himself the particular pattern for meeting the threat of
large medical expenses that best suits his own needs and desires. In addition,
by compulsorily extending health benefits to aged persons eligible for old-age,
survivors, and disability insurance, many persons would be included who have
the resources and the opportunity to obtain protection against long-term or other
expensive illnesses without Government help.

2. These amendments would establish an exclusively Federal program. This
administration has consistently endeavored, however, to strengthen our system
of government by encouraging State and local governments to assume responsi-
bility for the many public needs which can be met through Federal-State partner-
ship and by supporting programs to stimulate greater State and local effort In
areas of critical national concern. Health care for the aged is an area of activity
admirably suited to such a sharing of responsibility. In addition to bolstering
the underlying cooperative foundation of our Federal system, with governmental
powers divided between State and Nation, Federal-State partnership places the
control over daily program operations at the level of government closest to the
persons affected by the program. Thus, an individual's needs may be more imme-
diately and effectively reflected in the current operations and the development of
the program.

3. The approach proposed in the amendments would constitute a serious threat
to the orderly development of present retirement, survivorship, and disability
benefit features of the social security system.

The payroll tax for old-age, survivors, and disability insurance Is already
scheduled ultimately to be 41/2 percent each on employees and employers and 6%
percent on the self-employed. Further liberalization in retirement, survivor-
ship, and disability benefits may call for additional revenues, which can only
come from increases in the payroll tax or increases in the earnings base, or both.
If health insurance as envisaged in these amendments were to be added to the
system, the payroll tax would need to be increased by a total of one-half to 1
percent. As in the case of cash benefits, there would undoubtedly be insistent
demands for improving the medical benefits beyond those which can be financed
by the tax increase for medical benefit purposes. Increases in both health and
cash benefits would place the retirement, survivorship, and disability portions of
the system in competition with the health benefits, for available funds, since the
revenue possibilities from a payroll tax are not limitless.

It is therefore far better to reserve the payroll tax for the retirement, survivor-
ship, and disability features of the social security system so that the revenue
source is not overburdened. Whatever the Government needs to do In the area
of health care for the aged should be done by the appropriation of general reve-
nues. Such appropriation would provide for a more equitable distribution of the
fiscal load than would a payroll tax on earnings of $4,800 or less.
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TEXT OF AMENDMENT 6-30-60-B

Intended to be proposed by Mr. ANDERSON (for himself, Mr. HuMPHnnY, and
Mr. MCCARTHY) to the bill (H.R. 12580), viz: On page 172, after line 18,
insert the following:

SEC. 605. (a) Title II of the Social Security Act is amended by adding after
section 225 the following new section:

"MEDICAL INSURANCE BENEFITS

"SEC. 226. (a) (1) Every individual who-
"(A) (I) has attained the age of (8, and
"(B) is entitled, or is deemed entitled, to monthly benefits under section

202, and
"(C) has filed an application under this subsection,

shall be eligible to receive medical insurance benefits during his benefit period
(as defined in subsection (b) (3)). Any individual who meets the conditions of
subparagraph (A) and (B) shall be deemed to have met the condition of sub-
paragraph (C) upon the filing of an application in accordance with the pro-
visions of subparagraph (A) of subsection (b) (1).

"(2) For purposes of this subsection-
"(A) an individual is deemed entitled to monthly benefits under section

202 for a month if in such month such individual is not entitled to monthly
benefits under such section, but would be entitled to such benefits (i) had
he filed application therefore in such month, and (ii) for purposes of sub-
sections (b) and (c) of such section 202, had such individual's spouse, if
such spouse is not entitled to monthly benefits under subsection (a) of such
section for such month, been entitled to benefits under such subsection for
such month upon the filing of an application In such month;

"(B) an individual shall be deemed entitled to monthly benefits under sec-
tion 202 for the month in which he died if he would have been entitled, or
deemed to be entitled, to such monthly benefits for such month had he not
died in such month;

"(3) Medical insurance benefits shall mean inpatient hospital services, skilled
nursing home recuperative services, and visiting nurse services (as defined in
subsection (d)).

"(4) No application filed pursuant to subparagraph (C) of paragraph (1) prior
to the third month preceding the month in which the applicant attains the age
of 68, shall be accepted as an application for purposes of such paragraph.

"PAYMENT OF MEDICAL INSURANCE BENEFITS

"(b) (1) Payment of medical insurance benefits which an individual is eligible
to receive during his benefit period shall be made in accordance with the pro-
visions of this section, but only if-

"(A) application is filed for such payment in such form and in such
manner and by such person as the Secretary may by regulation prescribe,
and such application is filed no earlier than the first day of the third month
preceding the month in which his benefit period begins or no later than the
last day of the twelfth month succeeding the month in which his benefit
period ends, and

"(B) the impatient hospital services, skilled nursing home recuperative
services, or visiting nurse services, as the case may be, are furnished after
referral by a physician, and such physician certifies in writing that such
services are or were required for his medical treatment, except that such
referral shall not be required for inpatient hospital services in case of an
emergency which makes such referral impracticable; periodic recertification
that such services which extend over a period of time are required shall
be a condition of the continuing payment of such benefits.

"(2) Payment of medical insurance benefits which an individual is eligible
to receive may be made for the following services if furnished in the United
States-

"(A) inpatient hospital services furnished to such individual during a
benefit period on a total of not more than 365 days; provided that the pay-
ments made with respect to any benefit period of an individual shall be
reduced (but not below zero) by an initial deduction equal to $75. In the
case of continuous hospitalization In excess of 24 days in a benefit period
the payments shall be reduced by a further deduction equal to $75,
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"(B) skilled nursing home recuperative services furnished to such in-
divilual during a benefit period on a total of not more than 180 (lays; except
that this subparagraph shall not apply unless such services are furnished
to such Individual upon transfer from a hospital to a skilled nursing
facility, and

"(C) visiting nurse services furnished to such individual during a benefit
period on a total of not more than 365 visits.

"(3) For purposes of this section-
"(A) a benefit period with respect to an individual shall mean a period

(i) beginning with the first (lay In which such individual both is furnished
Inpatient hospital services, skilled nursing home recuperative services, or
visiting nurse services and is eligible to receive medical Insurance benefits
and (11) ending with the three hundred and sixty-fourth (lay following such
first (lay; except that if any of such services are being furnished such
Individual in a continuous period in which occurs such three hundred and
sixty-fourth day and the succeeding day, then, for purposes of determining
the beginning of a benefit period, such succeeding day shall be the first (lay
in which such services are furnished,

"(B) a continuous period during which the services referred to in sub-
paragraph (A) are being furnished to an individual for purposes of such
subparagraph shall nican-

"(I) with respect to inpatient hospital services or skilled nursing
home recuperative services, a consecutive number of days In which
such serv!os are furnished; and

"(11) with respect to visiting nurse services, one or more visits in
which such services are furnished, but only If the number of days
elopsing between two successive visits In which such services are
furnished does not exceed thirty.

"EVIDENCE AND DETERMINATIONS OF ELIGIBILITY

"(e) The provisions of section 205 relating to the making and review of deter-
initations shall be applicable to determinations as to (I) whether an individual

is eligible to receive medical insurance benefits, (i) the number of days of serv-
ices or visits, as specified in subsection (b) (2), for which an individual is eligi-
ble by reason of the provisions of this section, and (iII) whether, or the extent
to which, the cost of the services furnished to an individual may be paid for out
of the Medical Insurance Account of the Federal Old-Age and Survivors Insur-
ance Trust Fund, and the amount of such payment.

"DESCRIPTION OF MEDICAL INSURANCE BENEFITS

"(d) For the purpose of this section-
"(1) The term 'inpatient hospital services' means the following items fur-

nished to an inpatient by a hospntal: (A) bed and board in a hospital, in semi-
private accommodations unless they are unavailable, or unless other accommoda-
tions are required for medical reasons; and (B) such medical, nursing, interns',
laboratory and X-ray, ambulance, and other services, and such drugs, supplies,
and appliances required for his care and treatment in the hospital or provided
in connection with surgery which in the opinion of medical authority is medi-
cally necessary (whether furnished directly by the hospital or by arrangement
through other persons) ;

"(2) The term 'skilled nursing home recuperative services' means the follow-
ing items furnished to an inpatient in a skilled nursing facility: (A) skilled
nursing care provided by a registered professional nurse or a licensed practical
nurse which is prescribed by a physician as required for the recuperative care
of the patient; (B) medical and other services required for his treatment in the
nursing facility; and (C) bed and board in connection with the furnishing of
such skilled nursing care;

"(3) The term 'visiting nurse services' means 'professional nursing care in a
place of residence maintained as an Individual's home, prescribed by a physician
and provided through a visiting nursing agency;

"(4) The term 'hospital' means an institution which (A) is operated. in ac-
cordance with the laws of the Jurisdiction In which it is located pertaining to
hospitals and in accordance with standards established by the authorities respon-
sible for such standards In such Jurisdiction; (B) is primarily engaged in pro-
viding diagnostic and therapeutic facilities for surgical and medical diagnosis,
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treatment, and care of injured and sick persons by or under the supervision of
staff physicians or surgeons; (C) maintains adequate medical records; and
(D) continuously provides twenty-four-hour nursing service by registered gradu-
ate nurses. The term 'hospital' shall not include a tuberculosis or mental
hospital;

"(5) The term 'skilled nursing home' means a facility which (A) is licensed
to provide skilled nursing services by the State in which it is located; (B) hits
beds for the care of patients who require continuing planned medical and nurs-
ing care; (C) is under the continuous supervision of a registered nurse or physi-
cian; and (I)) is operated in connection with a hospital or has medical policies
established by one or more physicians (who are responsible for the execution of
such policies) to govern the skilled nursing care and related medical care and
other services which it provides;

"(6) The term 'visiting nurse agency' means a public or other nonprofit agency
operated In accordance with medical policies which are established by one or
more physicians (who are responsible for supervising the execution of such
policies) and which govern the visiting nurse services it provides; and

"(7) The term 'physician' means an Individual (including a physician within
the meaning of section 1101 (a) (7)) licensed to practice surgery or medicine by
the State in which he provides surgical or medical services.

"AGREEMENTS WITH PROVIDERS OF SERVICES

"(e) (1) The Secretary of Health, Education, and Welfare shall, at the request
of any hospital, skilled nursing facility, or visiting nurse agency (hereinafter
referred to as a provider of services), enter into an agreement with such hospi-
tal, facility, or agency for the payment of costs of services furnished to individu-
als eligible to receive medical insurance benefits. Each such agreement shall
contain such provision, not inconsistent with the provisions of this section, as
may be mutually agreed to by the Secretary and such provider of services.

"(2) Any agreement entered into pursuant to paragraph (1) shall provide
that-

"(A) the provider of services will not charge any individual eligible to
receive medical insurance benefits or any other person for services which
are furnished such individual and for which payment may be made under
subsection (b), and that if any charge is made, necessary action will be
taken to cancel such charge and refund any payment made by such other
individual or any other person for such services;

"(B) the Secretary will pay to any provider of services the reasonable
cost of services specified in subparagraph (A), but only if the provider of
services furnishes such information with respect to such costs on such
forms as the Secretary may by regulation require; the Secretary shall de-
termine such reasonable costs and in making such determinations is author-
ized to use such method or methods of estimating as he may by regula-
tion prescribe;

"(C) no payment will be made to any provider of services for any in-
patient hospital service which such provider is obligated by a law of, or a
contract with, the United States to render such service at public expense;

"(D) where a provider of services furnishes to an individual eligible to
receive medical insurance benefits at his request services which are described
in subsection (d), but are in excess of the service usually encompassed by
the service so described, the Secretary shall pay to such provider of services
only the equivalent of the reasonable cost of the service so described and
that the provider of services may charge such individual for any additional
cost of the service furnished at such request; and

"(E) such agreement may be terminated by (I) the provider of services
at such time and upon such notice to the Secretary and to the public as the
Secretary may specify by regulations and (1i) the Secretary at such time
and upon such notice to the provider of services as may be specified by
regulations, but only after the Secretary has determined that such provider
of services is not complying substantially with the provisions of such agree-
ment or that such provider no longer substantially meets the provisions of
subsection (d) and has notified such provider of such determination.

"(3) Nothing in this section shall-
"(A) preclude the Secretary from making payment for the reasonable

cost of services furnished to an individual eligible to receive such services
by any hospital which is not a party to an agreement under this subsection
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but only if (i) such services were emergency services and (ii) the Secretary
would be authorized to pay for such services had the Secretary and such
hospital entered Into an agreement under this section;

"(B) preclude providers of services to be represented by an individual,
association, or organization authorized by such provider of services to act
on its behalf; or

"(C) be construed to give the Secretary supervision or control over the
practice of medicine, the manner in which medical services are provided, or
over the administration or operation, the selection, tenure, or compensation
of personnel of any hospital, skilled nursing home, or visiting nurse agency
wic li has entered into an agreement under this section.

"(4) Where an agreement tnder this section between a provider of services
and the Secretary has been terminated, the Secretary may, notwithstanding any
other provision of this section, enter into another agreement under this section
with such provider but only If such provider conforms to the standards set forth
in subsection (c) and the Secretary determine that another agreement with
such provider will effectuate the purposes of this section.

"(5) The Secretary shall from lime to time determine the amount to be paid
to each provider of services under an agreement with respect to the services
furnished and shall certify such amounts to the Secretary of the Treasury, ex-
cept that such amount may be reduced or increased, as the case may be, by any
sum by which the Secretary finds that the amount paid to such provider of serv-
ices for any prior period was greater or less than the amount which should have
been paid to it for such period. The Secretary of the Treasury, prior to audit
or settlement by the General Accounting Office, shall make payment from the
MNedical Insurance Account, at the time or times fixed by the Secretary, in ac-
cordance with such certification.

"FREE CHOICE BY PATIENT

"(f) Any individual eligible to receive medical Insurance benefits under this
section may obtain inpatient hospital services, skilled nursing home services, or
visiting nurse services, from any provider of services which has entered into
an agreement with the Secretary and which admits such individual or under-
takes to provide him services.

"MEDICAL INSURANCE BENEFITS ADVISORY COUNCIL

"(g) For the purpose of advising and assisting the Secretary in the formu-
lation of policy and the promulgation of regulations in connection with the
administration of this section, there is hereby created a Medical Insurance Bene-
fits Advisory Council which shall consist of the Commissioner of Social Security,
who shall serve as chairman ex officio, and twelve members to be appointed by
the Secretary. Not less than four of the appointed members shall be repre-
sentatives of the general public, and the remainder of the appointed members
shall be persons who are outstanding in the fields pertaining to hospitals and
health activities. Each appointed member shall hold office for a term of four
years, except that any member appointed to fill a vacancy occurring prior to the
expiration of the term for which his predecessor was appointed shall be ap-
pointed for the remainder of such term, and the terms of office of the member
first taking office shall expire, as described by the Secretary at the time of
appointment, three at the end of the first year, three at the end of the second
year, three at the end of the third year, and three at the end of the fourth year
after the date of appointment. An appointed member shall not be eligible to
serve continuously for more than two terms but shall be eligible for reappoint-
mieat if hd has not served immediately preceding his reappointment. The ad-
visory council is authorized to appoint such special advisory and technical
committees as may be useful in carrying out its functions. Appointed members
of the advisory council and members of its advisory or technical committees,
while serving on business of the advisory council, shall receive compensation at
rates fixed by the Secretary, and shall also be entitled to receive an allowance
for actual and necessary travel and for subsistence expenses while so serving
away from their places of residence. The advisory council shall meet as fre-
quently as the Secretary deems necessary, but not less than once each year.
Upon request of four or more members, it shall be the duty of the Secretary to
call a meeting of the advisory council.
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"RULEMAKING POWERS OF THE SECRETARY

"(h) The Secretary shall have the power and authority to make rules and
regulations and to establish procedures, not inconsistent with the provisions of
this section, which are necessary or appropriate to carry out such provisions,
and shall adopt reasonable rules and regulations to regulate and provide for the
nature and extent of the proofs and evidence and the method of taking and fur-
Dishing the same in order to establish the right of individuals to medical Insur-
ance benefits hereunder.

"CERTIFYING AND DISBURSING OFFICERS

"(1) (1) No individual designated by the Secretary pursuant to an agreement
under this section as a certifying officer shall, in the absence of gross negligence
or intent to defraud the United States, be liable with respect to any payments
certified by him under this section.

"(2) No disbursing officer shall, In the absence of gross negligence or intent
to defraud the United States, be liable with respect to any payment by him
under this section if it was based upon a voucher signed by a certifying officer
designated as provided in paragraph (1) ."

MEDICAL INSURANCE ACCOUNT

(b) (1) Section 201 of the Social Security Act Is amended by redesignating
subsections (b), (c), (d), (e), (f), (g), and (Ih) as (c), (d), (e), (f), (g), (1),
and (J), respectively.

(2) Section 201 of such Act is further amended by adding after subsection (a)
the following new subsection:

"(b) There is hereby created in the Federal Old-Age and Survivors Insurance
Trust und an account to be known as the Medical Insurance Account. For
the fiscal year ending June 30, 1961, and for each fiscal year thereafter, out of
moneys appropriated to the Trust Fund pursuant to subsection (a), there shall
be credited from time to time to the Medical Insurance Account in such Trust
Fund, amounts equal to the sum of-

"(1) the amounts determined by multiplying one-half of 1 per centum by
the amounts of wages (as certified to the Secretary of the Treasury for
purposes of paragraph (3) of subsection (a)) paid after December 31,
1960, and

"(2) the amounts determined by multiplying three-eighths of 1 per centum
by the amounts of self-employment income (as certified to the Secretary of
the Treasury for purposes of paragraph (4) of subsection (a)) for any
taxable year beginning after December 31, 1960."

(3) Subsection (c) (redesignated as (d) by paragraph (1) of this subsection)
of section 201 of such Act is amended by inserting after "Trust Funds" in para-
graph (2) the following: "(including the operation and status of the Medical In-
surance Account in the Federal Old-Age and Survivors Insurance Trust Fund)";
by inserting "or the Medical Insurance Account" after "Trust Funds" each time
it appears in paragraph (3) ; by inserting "or such account, as the case may be",
after "Trust Fund" in paragraph (3) ; and by inserting "and the Medical Insur-
ance Account" after "Trust Funds" each time It appears In the sentence Immedi.
ately preceding the last sentence of such subsection.

(4) Section 201 of such Act is further amended by adding after subsection (f)
Iredesignated as (g) by paragraph (1) of this subsection) the following new
subsection:

"(h) (1) After the close of each fiscal year, the Secretary of the Treasury
shall determine the average of the amounts in the Medical Insurance Account
during such year for purposes of determining the amount of interest that
should be credited to such Account from the interest that was credited to the
Federal Old-Age and Survivors Insurance Trust Fund during such fiscal year.
There shall be credited to the Account from the amounts appropriated to the
Federal Old-Age and Survivors Insurance Trust Fund an amount for interest
which is in the same ratio to the interest credited to the Federal Old-Age and
Survivors Insurance Trust Fund for such fiscal year as the average of the
amounts in the Medicl Insurance Account during such fiscal year is to the
average of the amounts in the Federal Old-Age and Survivors Insurance Trust
Fund during such fiscal year.
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"(2) Ti proper share of the proceeds from tile sale or redemption of any
obligations in the Federal Old-Age and Survivors Insurance Trust Fund which
are credited to such Trust Fund shall be credited to the Medical Insurance
Account."

(5) Subsection (g) (redesignated as (1) by paragraph (1) of this subsection)
of section 201 of such Act is amended by striking out the last two sentences of
paragraph (1) and inserting in lieu thereof the following: "After the close
of each fiscal year, the Secretary of Health, Education, and Welfare shall analyze
tile costs of administration of this title incurred (luring such fiscal year in order
to determine the porllion of such costs which should be borne by each of the
Trust Funds (including the cost which should be borne by the Medical Insurance
Account) and shall certify to the Managing Trustee the amount, if any, which
should be transferred from one to the other of such Trust Funds (including
the crediting of funds in the Federal Old-Age and Survivors Insurance Trust
Fund to the Medical Insurance Fund) In order to insure that each of the
Trust Funds (including such Account) has borne its proper share of the costs of
administration of this title incurred during such fiscal year. The Managing
Trustee is authorized and directed to transfer any such amount from one to the
other of such Trust Funds In accordance with any certification so made."

(0) Subsection (g) (redesignated as (I) by paragraph (1) of this subsection)
of section 201 of such Act is further amended by inserting immediately 1)reced-
ing the period at the end of paragraph (2) the following: "; payment made from
the Federal Old-Age and Survivors Insurance Trust Fund shall include moneys
credited to the Medical Insurance Account in such amounts as tile Managing
Trustee determines as necessary for such Account to bear a proper share of such
payments."

(7) Subsection (h) (redesignated as (j) by paragraph (1) of this subsection)
of section 201 of such Act is amended by inserting immediately preceding the
period at the end thereof the following: "and in the case of payments required
to be made under section 226, such payments shall be made only from the
funds credited to the Medical Insurance Account."

EFFECTIVE DATE

(c) Subsection (a) of this section shall become effective on July 1, 1901, on the
basis of applications filed on or after April 1, 1961, under section 226 of the
Social Security Act, as added to such Act by such subsection (a) ; any such
application filed prior to July 1, 1961, shall be deemed filed on July 1, 1961. Pay-
ments under such section 226 shall be made only with respect to hospital services,
skilled nursIng home recuperative services, visiting nurse services furnished o1
or after July 1, 19061. The terms used in this section shall have the meaning
assigned to them in title II of the Social Security Act.

AMENDMENTS TO THE INTERNAL REVENUE CODE OF 1954

CHANCES IN TAX SCHEDULES

SELF-EMPLOYMENT INCOME TAX

SEC. 600. (a) Section 1401 of the Internal Revenue Code of 1954 (relating to
rate of tax on self-employment income) is amended to read as follows:
"SEC. 1401. RATE OF TAX.

"In addition to other taxes, there shall be imposed for each taxable year, on
the self-employment income of every Individual, a tax as follows-

"(1) in the case of any taxable year beginning after December 31, 1959,
and before January 1, 1961, the tax shall be equal to 41/2 percent of the
amount of the self-employment Income for such taxable year;

"(2) in the case of any taxable year beginning after December 31, 1960,
and before January 1, 1963, the tax shall be equal to 47 percent of the
amount of the self-employment income for such taxable year;

"(3) in the case of any taxable year beginning after December 31, 1962,
and before January 1. 1966, the tax shall be equal to 5% percent of the
amount of the self-employment income for such taxable year;

"(4) in the case of any taxable year beginning after December 31, 1965,
and before January 1, 1969 the tax shall be equal to 0% percent of the
amount of the self-employment income for such taxable year; and
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"(5) In the case of any taxable year beginning after December 31, 1968,
the tax shall be equal to 71A percent of the amount of the self-employment
income for such taxable year."

TAX ON EMPLOYEES

(b) Section 3101 of such Code (relating to rate of tax on employees under
the Federal Insurance Contributions Act) is amended to read as follows:

"SEC. 3101. RATE OF TAX.

"In addition to other taxes, there is hereby imposed on the income of every
individual a tax equal to the following percentages of the wages (as defined in
section 3121 (a)) received by him with respect to employment (as defined in
section 3121(b) )-

"(1) with respect to wages received during the calendar year 1960, the
rate shall be 3 percent;

"(2) with respect to wages received during the calendar years 1961 and
1962, the rate shall be 3 1/ percent;

"(3) with respect to wages received during the calendar years 1963 to
1965, both inclusive, the rate shall be 3%. percent;

"(4) with respect to wages received during the calendar years 1966 to
1968, both inclusive, the rate shall be 4 percent; and

"(5) with respect to wages received after December 31, 1968, the rate
shall be 434 percent."

TAX ON EMPLOYERS

(c) Section 3111 of such Code (relating to rate of tax on employers under
the Federal Insurance Contributions Act) is amended to read as follows:
"SEC. 3111. RATE OF TAX.

"In addition to other taxes, there is hereby imposed on every employer an
excise tax, with respect to having individuals in his employ, equal to the fol-
lowing percentages of the wages (as defined in section 3121(a)) paid by him
with respect to employment (as defined in section 3121 (b) )-

"(1) with respect to wages paid during the calendar year 1960 the rate
shall be 3 percent;

"(2) with respect to wages paid during the calendar years 1961 and 1962,
the rate shall be 3 percent;

"(3) with respect to wages paid during the calendar years 1963 to 1965,
both inclusive, the rate shall be 33/4 percent;

"(4) with respect to wages paid during the calendar years 1966 to 1968,
both inclusive, the rate shall be 4 percent; and

"(5) with respect to wages paid after December 31, 1968 the rate shall be
4/& percent."

STUDY OF HEALTH NEEDS OF INDIVIDUALS

SEO. 607. Section 702 of the Social Security Act Is amended by inserting "(a)"
after "702"; by adding at the end thereof the following new subsection:

"(b) The Secretary shall conduct a continuing study and investigation of the
health needs of individuals who have reached retirement age, and the means
by which such needs may most effectively and efficiently be met. In connection
with such study and investigation, the Secretary shall institute and conduct ap-
propriate demonstration programs relating to the health needs of such individ-
uals and the manner and means by which such needs may be fulfilled. The
Secretary is authorized to provide for the carrying on of such research studied
pertaining to health care and the administration of such care as may be recom-
mended by the advisory council designated pursuant to section 226(g). Such
research studies may be carried on directly by the Department of Health, Edu-
cation, and Welfare, by others under contracts negotiated for, or grants made
by the Secretary for, such purpose."

The CHAIR MAN. The committee will be adjourned.
(Whereupon, at 4:35 p.m., the committee adjourned, subject to the

call of the Chair.)


